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The Journal of Research on Trade, Management and Economic Development
(JRTMED) focuses on theoretical, applied, interdisciplinary and methodological
researches in all areas of economics, trade, management and, more significantly, on
various interrelationships between trade and economic development at national and
international levels.

JRTMED was set out to promote research and to publish information on the
achievements in all areas mentioned above and to provide a way for researchers,
academics, policy makers, business practitioners and representatives of co-
operatives to exchange views and share information and new ideas.

The goal of JRTMED is to disseminate knowledge, to promote innovative thinking,
intellectual discussions, research analyses and pragmatic studies including critiques
regarding a wide area of economic sciences, as well as to facilitate communication
between academics, research experts, policy makers, business practitioners,
members of co-operatives, government agencies and executive decision makers.

JRTMED Editorial Board is inviting researchers, doctoral students, teaching staff
and professionals from the real sector of economy to collaboration, exchange of
experience and dissemination of the achieved research results.

Editorial Board

More information about the Journal of Research on Trade, Management and Economic
Development can be found on the journal’s homepage http://jrtmed.uccm.md/index.php/en.
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Abstract

The legislation of the Republic of Moldova on competition is fairly recent, unlike the EU legislation, which
is acting for over five decades. The adoption of the new law on competition nr.183 / 2012 triggered the competition’s
reform process in the Republic of Moldova and, implicitly, of the takeover of the Community Acquis. The
implementation of commitments made by the Republic of Moldova on the harmonization of legislation with the EU as
well as the need to remove shortcomings, led to the development of a new Law on Competition, a process that ended
with the adoption of law on July 11 2012. Thus, the Law on competition nr. 183 of 11.07.2012 expressly states in its
preamble the implementation of art. 101-106 of the Treaty on the Function of the European Union of March 25,
1957, the provisions of EC Regulation nr. 1/2003 of December16. 2002 on the implementation of the rules on
competition provided in Articles 81 and 82 of the Treaty, published in the Official Journal of the European Union nr.
L 1 of 4" January 2003.

Keywords: law, market behavior, agreements, protection of competition, anti-competitive practices, regulation.

1. Introduction

Resulting from the fact that the applicability of the competition rules of Community law is related
to the economic nature of the activity and not to the quality of the operator or in the form in which
it occurs on the market, it is stated that there can be considered as entities companies, cooperatives
and groups of economic interest, members of liberal professions, associations, foundations and
trade unions as well as central and local public administration authorities in cases when they
directly involve in market operations, without thereby exercising prerogatives of public authority.
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2. The degree of investigating the problem

Competition occurs as a stimulus and regulator of the activity of enterprises. It requires companies
to further development of the production process, to raising production quality and reducing its
price and, ultimately, to raise the level of social welfare. As a result, protection of competition is
one of the basic tasks of legal regulation of business activity. The aim of the research is the
analysis of the provisions relating to competition, finding gaps and uncertainties related to legal
anticompetitive practices and legal and organizational measures as well as of the incompatibilities
of national regulations with Community competition law.

3. Applied methods and material

In the research we relied on the study of doctrinal, legislative and practical materials. The
complexity of the problem led to the application of general and legal scientific methods. The
comparative method is for the given research an essential element.

4. Results and discussions

The analysis of national regulations on competition shows that the latter is in permanent
improvement. In terms of regulations’ evolution on international competition there operate two
models. The American model, which formally prohibits any monopolies, having a punitive and
deterrent behavior in the future. This model, however, together with the promotion of efficiency
criteria and the application of the rule ,,rule of reason” at assessing the compatibility of trade
practices, of the competitive legislation’s objectives, reduces from the exactness, the practices
being considered anticompetitive by their form.

The second model is the European one, the basic role of which is played by the ex ante notification
of possible anticompetitive practices. The first rules on competition within the European
Community were introduced in the Rome Treaty in 1957, which provided the basic principles in
art. 3 (f), according to which ,,competition at the level of Common Market should not be distorted”
[9]. The implementation of this principle was found in art.85-89 of the Treaty, which provided any
prohibitions of agreements between businesses, any decisions of enterprises’ associations and any
concentrated practices which may affect the trade between the Member States and which have as
their object or effect the prevention, restriction or distortion of competition within the internal
market, and, as well as, the prohibition of abusive use by one or more companies of a dominant
position on internal market or on a substantial part of it. These provisions remained in force up to
present, the only change being the number of the article. In the consolidated version of the
European Union’s Operation Treaty of 2012, the norms on competition are provided by art. 101-
106. For the application of competition norms there were adopted several regulations by the EU
Council and the European Parliament as well as by European Commission’s Communications.

The legislation of the Republic of Moldova in the domain of competition, taking into account the
preamble of Law nr. 183/2012, can be assigned to the European model. Despite the reduced time
of national law on competition, it has been constantly perfecting and is now the Law nr. 183/2012
which is in force, being the third one.
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The first legal rules which regulated the field of competition were provided by the Government’s
Decision of Moldova SSR nr. 2 of 04.01.1991 on urgent measures of demonopolization of the
national economy of Moldova SSR [2], condemning the monopoly activity and supporting the
development of the competition spirit.

According to point 2 of the Decision nr. 2 of 04.01.1991 [2], to achieve the measures aimed to
prevent, limit and suppress monopoly activities, the following basic principles should be taken into
account:

1. The prohibition of economic subjects with a dominant position on the market:

e limitation or suspension of goods, as well as their removal from the circuit to keep the
deficit or to cause high prices;

e rejection of some contracts on carrying out works and services, when they have real
possibilities of production and selling;

e constraint of partners to include in the contract the adverse conditions which are not the
subject of this transaction (request for submission of raw materials, materials, items,
houses, apartments, including in the contract some goods which are difficult at selling;
groundless demands on the transmission of some resources, including foreign currency;
abuse of some beneficiary workforces, etc.).

As dominant outlets on the market there were classified enterprises which share is over 70 percent
of the goods on the market. The economic agents, which share of sales constitute from 35 to 70
percent, are treated differentially, depending on their possibilities to influence, in each case
separately, upon the general conditions of selling the goods, works or rendering services on the
market from concrete zones (in the republic, district, town etc.);

2. Preventing the illegal agreements of economic agents that would prevent normal
functioning of the market, the development of the competition which would harm the interests of
the society and those of the citizens.

There were deemed illegal the agreements and unilateral actions of economic subjects oriented
towards the market’s division in order to limit competition, to exclude or to limit on the market
other economic agents as scorers and buyers, in order to limit or suspend the production, growth,
decrease or maintenance of prices artificially to get high unfounded profits or remove competitors.
Such agreements were admitted only with the approval of the Ministry of National Economy of
the Moldova SSR in case when they contribute substantially to lower the production costs and
goods’ circulation, introducing scientific-technical achievements, bringing more efficiently the
goods on external markets or optimizing the purchases from abroad, taking into account the
measures to protect the internal market of Moldova SSR;

3. Preventing the monopolization in the operation process with securities, by prohibiting:

e purchasing (ownership) by the enterprise, which production (works, services) accounts for
over 20 percent of the entire sales of a particular product (work, service), of the shares of
other companies that carry out a similar activity;

e purchasing (ownership) by any legal entity or individual in possession of controlling share
of the company and its products (works, services) account for over 20 percent of the entire
sales of a particular product (work, service), the control package of shares of another
company that carries out similar activity.

9
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The ambiguous content of provisions of the Decision nr. 2 of 04.01.1991 [2], in terms of anti-
competitive practices, has been exposed more clearly with the adoption on January 29, 1992, of
the Law of the Republic of Moldova on Limitation of the Monopoly Activity and developing the
competition nr. 906 - XII [7].

So, the Law nr. 906 - XII of 29.01.1992 [7] expressively indicates in art. 3 the prohibition of
abuses of dominant market’s situation, supplying their list, exposed in Decision nr. 2 of
04.01.1991 [2], with the following:

- Including in the contract some discriminatory conditions against the agent who puts in a

disadvantageous situation other businesses;

- Constraining a contractor to sign a contract with certain clauses regarding the goods, in which

the contractor (consumer) is not interested;

- Creating obstacles to enter the market for other economic agents;

- Violating the formation of goods’prices, established by the legislation.

The Law nr. 906 - XII of 29.01.1992 [7] considers as dominant the situation of the operator, if its
share exceeded 35 percent on the market, unlike the previous regulation, which called for holding
70 percent of the volume of goods on market, in other cases the situation of the economic agent
was assessed differently, depending on its possibility to influence the general conditions of selling
goods.

The regulation of anticompetitive agreements in the Law nr. 906 - XII of 29.01.1992 [7] held by
splitting them into: agreements concluded between competitive and non-competitive businesses.
The coordinated actions were also individualized by a variety of anticompetitive agreements.

Unlike the decision nr. 2 of 04.01.1991 [2], the law forbids and considers invalid as a whole or
partially only agreements (coordinated actions) between businesses which have together a
dominant place on the market and do not admit their excluding by the Ministry of Economy.
Also, art. 4 of the Law nr. 906 - XII of 29.01.1992 [7] considers, in addition that except the
division of the market as illegal and agreements which:
e climinate from the market or limit the market’s access of other businesses as a seller of
certain goods or their buyers;
e stabilize (maintain) prices, tariffs, discounts, supplements for the infringement interests of
competitors.

Along with preventing the abuse of dominant entity on the market and the prohibition of anti-
competitive agreements, the Law nr. 906 - XII of 29.01.1992 [7] provides for measures to prevent
anti-competitive practices and control over the creation and economic transformation of economic
agents, and control over the observance of antimonopoly legislation at purchasing shares,
contributions, shares in the social capital of economic agents. It should be noted that the only
measure of limiting the monopoly activity under the Law nr. 906 - XII of 29.01.1992 [7] was
attributed to the Government, namely, to force separation of those businesses involved in the
monopoly activity and limits the competition, if any one or more of the following conditions are
present:

- The ability to isolate the structural subdivisions from the organizational and territorial points

of view;

- Lack of a tight technological interaction between structural subdivisions (especially if the

internal circulation in total global production’s entity is less than 30 percent);

10
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- The possibility of delimitating spheres of activity of the structural subdivisions within a
narrow specialization in the production of certain goods.

At the same time it should be mentioned that both the declarative nature of the Law nr. 906 - XIlI
dated 29.01.1992 [7], as well as the lack delimitating the basic concepts: competition, dominant
situation, economic agents, and market of goods, led to the adoption of Government’s Decision nr.
619 of 05.10.1993 on some legislative acts concerning the implementation of the mechanism of
accomplishing the Law ,,On limitation of the monopoly activities and development of
competition” [3], by which there was approved the Regulation on considering the procedures for
creating and transforming unions of enterprises, enterprises with considerable foreign investments,
procurement of activities, contributions of securities and allowances under the legislation in force,
the Regulation in the State Register of economic —monopolist agents operating on the market of
the Republic of Moldova, Regulations on the examination of cases concerning violations of the
antimonopoly legislation. However, according to the authors E. Stuart and A. Mateus [8], there is
little public information that would indicate any significant achievements or coercive practices
during this early legislation on competition.

With the entry into force on July 1, 1998, of the Partnership and Cooperation Agreement between
the European Community and its Member States, on the one hand, and the Republic of Moldova,
on the other hand [1], it was necessary to modernize the law on competition, which materialized in
the adoption on June 30, 2000, of the Law on protecting the competition nr.1103-XIV [5].
Although, it came into force on 31.12.2000, the Law on protecting the competition nr.1103- X1V
has found the application de facto consequently with the organization of National Agency on
Protecting the Competition by adopting the Parliament Decision nr. 21-XV1 of February 16, 2007

[4].
It is saluted that some issues that didn’t exist in the Law nr. 906 - XII of 29.01.1992 [7], are now
present in Law nr. 1103-X1V of 30.06.2000 [5], regarding the delimitation of basic categories:

competition, economic agent, and trader, market of goods, merchandise, and dominant position on
the market.

The Law on protecting the competition nr. 1103-XIV of 30.06.2000 [5], as well as the previous
law, is based on the principle of prohibition of anticompetitive practices by prohibiting the abuse
of dominant position (art. 6) and anti-competitive agreements (art. 7). However the Law
1103/2000 has a broader content, art. 6, for example, prohibiting abuses both on behalf of the
entity holding a dominant position individually, as well as abuses of economic agents who
maintain a collective dominant location. There have also been introduced in the art. 6, in addition
to the existing ones prohibited manifestations of abuse of a dominant position, such as: setting
restrictions on resale prices of goods; establishing low monopoly prices (dumping); establishing
high monopoly prices; giving up unjustified refusal to conclude contracts with some buyers
(beneficiaries) when there is the possibility of producing or delivering the goods.

Regarding the anti-competitive agreements, Law nr. 1103/2000 [5] highlights three categories:
horizontal agreements, vertical agreements and conglomerates. Besides the considered anti-
competitive agreements mentioned by the Law nr. 906 - XII of 29.01.1992 [7], art. 7 of the Law
nr. 1103/2000 [5] also provides the following: increase, decrease or maintenance of prices at
auctions; conducting auctions in collusion; limiting production, delivery, including established
quotas; offering unjustified refusal to conclude contracts with certain vendors or buyers

11
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(beneficiaries); establishing restrictions at reselling prices of sold goods to the buyer; prohibition
of economic agents to loosen the goods produced by competitors.

An innovative point that should be mentioned is applying the rule of reason, in case of accepting
conglomerates. Ex-ante authorization of horizontal and vertical agreements was left to the National
Agency for Competition Protection, not mentioning other circumstances (paragraph (4), (5), art. 7
of Law nr. 1103/2000 [5]).

Law nr. 1103/2000 on the competition protection initiated, for the first time, the creation of a
protection authority, namely the National Agency for Competition Protection, which was
empowered to prevent, constrain and suppress anti-competitive activity, manifested by: state
control over commodity markets; state control over the creation, expansion, reorganization,
liquidation of economic entities, their associations, holdings, transnational corporations and
financial industrial groups; state control on purchasing shares (shares in social capital) of
economic agents; forced division of businesses; issue provisions for businesses to cease the
violation of law on competition protection and/or liquidation of its consequences, termination or
modification of contracts that contradict the legislation on competition protection; collection of
income from businesses obtained by violation of legislation on protecting the competition.

Although the Law nr. 1103/2000 [5] regulates broader relationships that has influenced the
competition in the goods’ markets compared to its predecessor, it also contains a number of gaps
that hinder the process of application.

Thus, there emerged the need to define the notion of an economic agent, by supplementing it with
legal entities which don’t have a commercial aim, but which unfolds economic activities, and
members of liberal professions; unification of terminology of the legislation by replacing
connection with the dominant situation and defining the latter; determine the procedure for
authorizing agreements in accordance with art. 7, paragraph (4) and (5); detailed regulations of
merger control; concrete determining of income’s share limits, which is to be charged for violating
the law on protecting the competition etc.

And more, the inexistence in the text of the Law nr. 1103/2000 [5] of the express repeal of the Law
nr. 906 - XII of 29.01.1992 [7] created a situation of confusion in its application. Thus, although
both had the same object regulatory laws, there comes naturally the conclusion that in the absence
of an express repeal, we are in the presence of the silent repeal. But this has a questionable
character, allegedly the last amendment to Law nr. 906 - XII of 29.01.1992 [7] dated February 23,
2007, the date when the Law nr. 1103/2000 [5] has been in force for six years.

The implementation of commitments made by the Republic of Moldova on the harmonization of
legislation with the EU as well as the need to remove shortcomings, led to the development of a
new Law on Competition, a process that ended with the adoption of law on July 11, 2012. Thus,
the Law on competition nr. 183 of 11.07.2012 [6] expressly states in its preamble the
implementation of art. 101-106 of the Treaty on the Function of the European Union of March 25,
1957, the provisions of EC Regulation nr. 1/2003 of December 16, 2002, on the implementation of
the rules on competition provided in Articles 81 and 82 of the Treaty, published in the Official
Journal of the European Union nr. L | of January 4, 2003, and partly provisions of EC Regulation
nr. 139/2004 of January 20, 2004, on the control of concentrations between businesses, published
in the Official Journal of the European Union nr. L 24 of January 29, 2004.

12
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The main innovations of the Law on Competition nr. 183 of 11.07.2012 [6] are:

e a comprehensive conceptual framework defining the notions: agreement and its varieties:
horizontal and vertical, competition, enterprise, market relevance, concentrated practice,
rigging of offers etc.;

e a specification of anticompetitive agreements’types, determining the agreements of minor
importance as well as the introduction of exemption procedure; -highlighting factors to be
considered in determining the dominant position, completing the list of abusive practices,
individualization criteria to justify abusive practices;

e an assessment of the evaluation of economic concentrations; highlighting the criteria for
determining the relevant market;

e a regulation of the preliminary examination procedure, investigation and decision making;
determining and individualization of sanctions of breaking the law on competition;

e introduction of interim measures, commitments and leniency policy.

The analysis of the Law on competition nr. 183 of 11.07.2012 [6] corresponds to the effective
development of market economy and avoiding anticompetitive practices and its correspondence to
the Community Acquis which constitutes an objective of our research.

5. Conclusions

As a guarantor of effective competition and as a backlash against anti-competitive practices there
was stated the need to apply legal and organizational measures to protect competition, by which it
is understood the rules, tools, methods and levers of influence the market relations under the laws
of competition which are applied by competent authorities to protect the competition, these being
prevention, restriction and suppression measures.
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Rezumat

Legislatia Republicii Moldova in domeniul concurentei este destul de recentd, spre deosebire de legislatia Uniunii
Europene, care actioneazd de peste cinci decenii. Adoptarea noii Legi a concurengei nr. 183/2012 a declansat in Republica
Moldova procesul de reforme in domeniul concurengei si, implicit, de preluare a acquis-ului comunitar. Punerea in aplicare a
angajamentelor asumate de catre Republica Moldova privind armonizarea legislatiei concurentiale cu cea a Uniunii
Europene, precum si necesitatea inlaturarii lacunelor constatate, au determinat elaborarea unei noi Legi a
concurentei, proces finalizat cu adoptarea acesteia la 11 iulie 2012. Astfel, Legea concurentei nr. 183 din 11.07.2012
prevede, ih mod expres, in preambulul sau transpunerea prevederilor art. 101-106 din Tratatul privind functionarea
Uniunii Europene din 25 martie 1957, prevederilor Regulamentului (CE) nr. 1/2003 al Consiliului din 16 decembrie
2002 privind punerea in aplicare a normelor de concurenta prevazute la articolele 81 si 82 din Tratat, publicat in
Jurnalul Oficial al Uniunii Europene nr. L 1 din 4 ianuarie 2003.

Cuvinte-cheie: legislatie, piata, comportamentul entitatilor, protectia concurentei, practici anticoncurentiale, reglementare.

Annomayusn

B Pecnybnuxe Mondosa 3axono0amenscmeo 8 oonacmu KOHKYpeHyul CO30aH0 OMHOCUMETLHO HeOagHo, 8 omiuyue
om 3axonooamenscmea Eeponeiickoeo Corosa, Oeticmgyiowezo Ha npomsaicenuy Oonee namu Oecsmunemuil. lpunamue
HO6020 3axona o kouxypenyuu Ne 183/2012 obycrosuno Hauano npoyecca pegopm 6 Pecnybnuxe Monoosa ¢ obracmu
KOHKYDEeHYUY, a Maxdice 63auMCmeosanue esponeiickux npakmux. Buimonnenue oannvix Pecnybnuxoii Mondosa
0053amenbeme no 2apMOHU3AYUY 3AKOHOOAMENbCMEA O KOHKYPeHYuu ¢ 3akoHooamenbcmeom Eeponetickoeo Coroza u
HeoOX00UMOCMb YCMPAHEHUS BbIAGNIEHHBIX HeOOCMAMKO8 3AKOHOOAMENbHbIX AKMO8, Npedonpedenuny paspabomxy
H08020 3axoHa o KOHKypenyuu u e2o ymeepocoenue 11 uona 2012 200a. Tak, 8 npeambyie 0aHHO20 HOPMAMUBHO2O
akma npedycmompeno mparcnonupoganue nonodxcenuti cm. 101-106 Jozosopa o ¢ynxyuonuposarnuu Eeponetickoco
Corosa om 25 mapma 1957, nonoscenuti Pecnamenma Cosema Egponet (EC) Ne 1/2003 om 16 dexabps 2002 200a o
npUMeHeHUU NPasui KOHKypeHyuu, ycmanosnennvix cmamvamu 81 u 82 [Joeoeopa, onybauxosannozo ¢ OpuyuansHom
JKypnane Esponeiickoeo Coroza Ne L 1 om 4 aunsaps 2003 zo0a.

Knroueswie cnosa: saxonooamenscmeo, pulHOK, noedeHue NPeonpusmuti, 3auuma KOHKYpenyuu, GHmuKOHKYpeHmHbvle
NPaKmuKu, pe2nameHmuposanue.

The publication is fulfilled within the research Project ,,Domestic trade and consumer cooperatives
development in the context of economic integration of the Republic of Moldova in the European
Community” (code 15.817.06.28A).
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Abstract
Teaching requires improvement of communication methods with students. Besides the interaction with the
teacher in the classroom, the new information technologies allow communication online. The most widely used is the
Moodle, platform offered for free, and which is constantly developing. Moodle provides teachers with a variety of
useful tools in teaching, learning and assessment and allows defining adaptation the course to student needs. Who
knows, may be future student will prefer wireless education.

Keywords: education, e-Learning, Moodle, online training.

1. Introduction

Quality in higher education is a multidimensional notion that has to comprise all its functions,
dimensions and activities: the curricula, analytical teaching programs, training and research, staff,
students, rooms, utilities, communication services and the academic environment, etc. The internal
self-evaluation and external analysis, openly performed by independent specialists and, in case, by
an international expertise, are vital for quality improvement. The National Quality Assurance
Authority is already on its way to be founded, and quality comparative standards, recognized at
international level, are to be determined. A high attention will be paid to teaching and research
methods within L-M-D study programs. New informational technologies are an essential
instrument in the quality assurance process as a result of their impact on the process on getting
new knowledge and know-how.

Exponential development of informational technology and communications in the last decade led
to the registration of a real revolution in the online training area. Amid rapid changes and the
registered technological progress, as well as amid the tendency to globalize university education,
new perspectives for the educational practice have been developed, which has been completed
with modern teaching-learning-evaluation methods specific for the informational society.

Which student-teacher interaction methods are preferable, how students learn better, it is a very
subjective issue to be approached. But combining different methods such as the interaction with
the teacher in classrooms and direct or indirect communication are an essential prerogative for
restructuring the teaching environment.
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2. The degree of investigation of the current problem, and purpose of research

Education institutions have to adapt themselves to the requirements and new opportunities of the
educational environment. Lately, teaching methods based on digital tools have acquired a high-
level progress. If only few years ago the projector was something new, today computers, tablets
are already present in classrooms as a quite mandatory tool. There is no an exact teaching mode.
Usually, teachers work hard to offer a variety of teaching methods. Lectures, tests, PP
presentations, videos are only few of the methods that lecturers use today as course teaching tools.

Today, informational technologies have paved their way to student campuses. It is important to
realize the fact that, first, higher education institutions are the ones that use the results of ICT
sector to modernize their activities and that it’s not the ICT that transforms higher education
institutions in virtual ones.

New ICT instruments change the perspective on educational practice, completing the educational
framework with modern teaching methodologies specific to the informational society. ICT
methods do not replace the traditional educational systems. They improve the teaching process.
Adapted to educational requirements, as an alternative to the traditional education, they lead to
free access to distance learning. At the same time, they facilitate the process of continuous training
of the members of a community that adopts an e-learning solution.

Educational institutions have to take into account constantly changing needs of the technical
environment when it comes to these tools. The continuous development of digital technologies led
to the fact that many students spend a lot of time on Internet. Recent polls undertaken by the
CampusBooks.com [5] on student preferences on using handbooks, technologies and social media
showed that 48% respondents already use digital handbooks and course notes, 44% prefer this
method, combining digital information with paper editions and 39% prefer to use paper edited
study materials. Another question is whether students take notes during classes or individual
learning. The answers would be the following: 62% take some notes on paper, 24% use their
notebooks for taking notes, 8% use digital tablets and only 6% have traditional outlines for each
course. Thus, it is to be noticed that the increased development of digital technologies leads to the
situation when many students use computers or notebooks for their training and spend an increased
amount of time on Internet.

Higher education institutions, counting on the ICT advantages and potential in an open, equitable
and cooperative manner, have to play a leading role and to assure the quality, practical rigid
standards and educational results through:

 involvement within networks, technological transfer, potential creation, development of
didactic materials and change of experience regarding the application in teaching, training
and research of the knowledge accessible to all students;

« creation of new forms of the teaching environment, within the limits of distance learning
facilities and complete virtual higher education institutions and systems, capable to cross
distances and develop high quality educational systems, thus assuring social and economic
evolution and democratization, as well as other priorities relevant to the society,
guaranteeing, at the same time, that these virtual educational facilities, based on regional or
global networks, function in a manner that respects cultural and social identities;

« taking into consideration new possibilities offered by the ICT [3].
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3. Applied methods and material

Implementation of ICT in teaching is a great challenge for teachers from the Technical University
of Moldova as well. At the department of Economics and Management in Industry, initially, two
courses on Enterprise Management and Enterprise Planning have been developed and tested
during two semesters. Generally, students have accepted the challenge and have positively
appreciated the novelty. The results came very quickly:

e First, during courses students pay more attention to the content and do not seek to entirely
write what the lecturer says, making just certain notes. The whole material is accessible
online.

e Second, the evaluations for each topic made students learn systematically, a fact that led to
high marks at final exams.

There has been undertaken a poll in order to determine the detailed opinion of students on the
Moodle tool.

4. Results obtained and discussions
4.1. Benefits of the MOODLE platform

The exponential growth of the ICT sector in the last decade has led to the development of many
useful digital teaching tools, and the development of new platforms for e-learning.
Methodologically, e-learning can be defined as distance learning in a collaborative learning
environment that combines traditional teaching with technology-based methods to improve the
individual performance of the student. E-learning is based on modern education otherwise than the
classic one, which is more attractive and in which an important role is played by knowledge
strengthening and assessment carried out in an attractive manner, appropriate to the needs of
education, both from the point of view of the teacher and the students [1].

Among all digital platforms the Moodle platform developed by engineers from the IT field with
teacher training is more highlighted. It was built on logical and simple principles so that it is
understood by both users and administrators.

Moodle is a software package for producing online courses designed to provide a favourable
environment for e-Learning. Moodle is distributed free under Open Source regime. The platform
provides the implementer a site with Moodle possibility to adapt the software to personal needs.
Both Moodle developers and users alike are working to provide a good quality, to add new
modules and accessories, and to suggest new ideas for the development of the platform. A content
management system is a system that provides a collection of procedures used to manage the work
flow [2].

At global level, there is a ranking of the top 100 online learning platforms. The respective ranking
is drawn up on the basis of internal statistics provided by these platforms. In this ranking the 11th
place is taken by Moodle, which, during the last 7 years is constantly situated among the top 15 e-
learning platforms in the world [2]. Now, Moodle official website [6] has a total of more than 72.3
million registered users from 235 countries, available in over 70 languages, which proves that
Moodle has managed to create one of the strongest communities at global level. Statistics show
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that there is a number of over 64,000 Moodle sites and a number of over 7.6 million courses
created in this format. 1.2 million Instructors are trained in teaching courses.

Moodle is becoming increasingly popular in education because it presents a learning tool that
provides services that complement the study tools and methods:

e Posting courses, labs, schedules, bibliography, topics, exams;

¢ Virtual secretariat; knowledge evaluation and self-assessment;

e Virtual teaching / collaboration classrooms for distance learning;

e Online courses and seminars;

e Communication and socialization;

e Projects development.

The Moodle platform provides a set of useful tools for the teaching, learning and assessment
processes, while the method of forming the structure and content of courses allows an adaptation
to the needs of students, including for the specialists going through a continuous training process.
It is important that users can browse such a course at any time, where and how they want, because
by its shape and structure a course developed and implemented on Moodle platform is tailored to
their needs, accessible anytime and anywhere, even outside the auditorium, enabling collaboration
through modern communication tools such as forums, chats, blogs, etc.

Changing the structure of normative hours for studying a course dedicated mainly to individual
activities requires broader discussion and using several methods for valuing the knowledge. Using
the digital platform allows, along with such traditional methods as the work control, the control
test, held in the auditorium, as well as the on-going self-assessment for each module and course
entirely. The coexistence of different types of evaluation contributes to strengthen learning,
facilitates learning through feedback and challenges faced by students.

4.2. The use of MOODLE platform at TUM

There has been undertaken a poll in order to determine the detailed opinion of students on the
Moodle tool. The overall analysis of the poll’s results shows that ‘teacher-student’ interaction
means through Moodle platform are appreciated because:
e There is a lot of study information;
e The access to the information is flexible;
e The material can be found at any time;
e |t gives the opportunity to learn at home;
e [t allows the student to study and solve the proposed tests and topics;
e |t ensures the possibility to get better results using more chances, thus, finally, leading to
development;
e There’s the possibility to recap, summarize, realize attractive animated schemes that would
lead to the easiest way of memorizing the information;
e Self-evaluation excludes teacher’s subjectivity;
e The stress and emotions are reduced, as evaluation is made without teacher’s presence
(sometimes stressful for students).
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But courses placement is not the end of the implementation of online studies. It is obvious that
continuous improvement of courses will increase their quality, the platform will enhance its
usefulness, thus, appreciation from students will change for the better.

Great achievements in the field of new information and communication technologies change the
way of developing the acquired and delivered knowledge. New technologies open opportunities
for content and teaching methods’ innovation, give new chances for expanding the access to higher
education. However, it should be noted that new methods based on information technology do not
reduce the requirements to teachers. It changes their role in relation to the learning and continuous
dialogue processes that convert information into knowledge, perception becoming fundamental.

The development of a course must take into account the specific features of the group of students.
The teacher is constrained by the curriculum of the study discipline. Indeed, the course is
elaborated structurally on themes as to meet the curriculum content, but the approach depends on
the teacher and the group of students. In courses developed for placement on Moodle the emphasis
is made not only on providing information. The activities involve exchanging ideas and building
new knowledge and skills based on the acquired knowledge. The digital platform is an additional
method of communication with the student. The teacher himself lives in a changing society. Using
the platform allows and requires him to adapt, to adjust, and to continuously improve himself.

By using the online platform, teaching the course is no longer a closed process, with only two
subjects — the teacher and the student. Due to Moodle, a part of the course teaching process is
exteriorized, it becomes an open one. This certainly causes a higher level of responsibility of the
teacher, facilitates quality control process of university courses and makes the interaction between
the teacher and students more efficient. In parallel, the courses placed on this platform must be
subject to a permanent process of permanent improvement during each year of study.

It might be said that using a common digital platform for communication with students, even if it
is via the Internet, the teacher ,.keeps his hand on the pulse” of students’ education. By placing
materials the time limit disappears, the one that exists during contact hours directly to the
academic hours. The placement space is not limited. Of course, an optimal volume of information
required to study an object should be determined. Other materials may be offered through link
sites.

The platform allows both self-evaluation and student’s assessment. The teacher has the possibility
to check student’s activity on the dedicated time and the quality of online knowledge. By forums,
the teacher can interact and inform students ,,just in time”.

5. Conclusions

Thus, implementation of the digital platform Moodle helps strengthen educational skills for a
better quality of teacher - student and student - teacher relations. Using the platform gets to ensure
knowledge acquisition and formation of skills that enable students to adapt to the requirements of
a constantly evolving society. At the same time, the use of the Moodle platform by students should
ensure a balance between developing skills to use modern communication technologies, for
accumulating knowledge and preserving the learning act in its psychosocial context.

Obviously, the possibilities offered by Moodle are endless, now they have managed only a small
part of these possibilities. There are still many opportunities that this platform offers to be

19


http://jrtmed.uccm.md/index.php/en

ISSN 2345-1424 http://jrtmed.uccm.md/index.php/en ISSN 2345-1483

capitalized. Advantages offered by Moodle can be noticed only after the development,
implementation and use of courses for any subject, and in which it is recommended to integrate
more activities and resources. One drawback that should be mentioned is the time to be allocated
to the creation and development of courses, but once developed a course can be used whenever the
need arises, thus, this significantly reduces the drawbacks.
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Rezumat
Invatamintul necesitd perfectionarea metodelor de comunicare cu studentii. Pe Iingd interactiunea directd
cu profesorul in auditoriu, noile tehnologii informationale permit comunicarea on-line. Cel mai des folosita este
platforma Moodle, oferita gratuit si permanent in dezvoltare. Platforma Moodle ofera profesorilor o varietate de
instrumente utile in predare, invatare si evaluare si determind adaptarea cursului la nevoile studentilor. Cine stie,
poate anume invatamintul fara fir va fi preferat in viitor de catre studenti.

Cuvinte-cheie: invatamint, e-Learning, Moodle, instruire on-line.

Annomayusn

Obpaszosanue mpedyem nepecmomp memooos obwenus co cmydeumamu. Hapsdy c¢ npsamviv
83auMoOelicmeuemM npenooasamens U CMyoeHma 6 ayoumopuu, Hoeble UHMOPMAYUOHHBIE MEXHON02Ul NO3BONAIOM
npogecmu oOyuenue oH-1auH. [IpeumywyecmeeHHo ucnonv3yemcs 0OecniamHo npedoCmasieHHas naampopma
Moodle, xomopoii ceoiicmgenno nocmosaunoe paszeumue. Iliamgopma Moodle npednacaem npenodasamenim
PasnuyHble NOAe3Hble UHCIMPYMEHbl Oid NPenooaeanisl, 00yueHUs U OYeHKU, NO360Jsem adanmuposamys Kypc K
mpebosanuim cmyoenmos. Kmo 3naem, mooicem Ovims, cmyoenmol npednoumym 6 6yoyujem UMeHHO 6ecnposooHoe
obpa3zosanue.

Knrouesvie cnosa: oopasosanue, e-Learning, niamgpopma Moodle, obyuenue on-naiin.
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Abstract

The degree of meeting the demand of material goods buyers depends on their possibility to choose and
purchase the favorite goods. This possibility depends on the degree of diversity and structure of goods offer in retail
trade network that shall meet the structure of consumers’ needs and the solvent demand of buyers. This conformity
can be achieved only by ensuring the management of commercial goods assortment.

Like any other, the commercial goods assortment management is accomplished by performing a number of
functions, which are currently not determined yet in the specialized literature.

In this paper we present the nomination and version of nomenclature functions of goods assortment
management, the performance of which would ensure the efficient management of goods assortment in retail trade
network. There are also presented the definitions of the notions of optimal goods assortment, goods assortment
management, and the nomenclature functions of goods assortment management made up of three groups of
functions: general functions, special functions and specific functions. The components of functions content are also
specified.

Keywords: assortment of goods, goods assortment management, retail trade network, optimal assortment, function of
goods assortment management, offer of goods, demand for goods.

1. Introduction

The goods retail trade network is in permanent contact with the buyer, the ultimate consumer. It
assures the connection between the field of production and field of goods consumption, and the
interconnection between the supply and demand of goods. The level of meeting the consumers’
demand for goods depends both on the volume and the diversity of goods offer, i. e. on the goods
assortment in offer.

The scientific-technical progress, increasing the level of civilization of society and the continued
quantitative and qualitative development of consumers’ needs causes the intensive quantitative and
qualitative development of consumer goods assortment, the nomenclature of which has already
exceeded in the ‘70-80s of the last century, according to the scientists’ estimates, one million of
varieties and every 15 years it doubles [4, p. 77; 10, p. 5]. At the same time, the goods assortment
in the retail trade enterprise offer shall meet the particular needs of consumers, the buyers’ demand
[3, p. 17; 10, p. 5, p. 9]. In those circumstances, it is clearly highlighted the acute objective
necessity to ensure continuous correlation between the offer of goods assortment and demand of
buyers, the need for consumer goods assortment management.
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2. Degree of investigation of the problem at present,
research purposes

The problems of forming the assortment of goods have always been in the focus of specialists and
researchers in the field of trade, but were more intensely investigated since '70 -80s of the 20%
century [2, 3, 9, 10], when the assortment of goods became extremely large and complicated in
structure. However, at present the researches in the field and their results [1, 5, 12] are focused
more on processes and methods of forming the assortment and do not include the aggregate factors
which determine and contribute to the formation and continuous maintenance of optimal goods
assortment in the retail trade network.

The ultimate purpose of the investigation is to create and propose a complex system of goods
assortment management, and the purpose of this paper is to identify and nominate the functions of
this management system.

3. Methods and materials applied

The research is performed using the methods: comparative analysis, correlative analysis, analogy,
induction and deduction, expertise, practical experience, etc. The proposed functions were
nominated by orienting ourselves to the standard of production quality management in the field of
turnover [11].

4. Complex nomenclature functions of goods assortment management

The management of consumer goods assortment [6, p. 8] is the activity of developing and
implementing in complex the interrelated organizational, technical, economic, social and
ideological set of measures (actions), governed by the laws and normative-technical
documentation in force, using the related methods and means, directed towards the formation and
permanent correction in the field of turnover of the assortment structure of consumer goods, which
would correspond to the structure of the consumers’ needs and society on the one hand, and to the
possibilities and interests of producers and society, on the other hand.

The assortment of goods, which, on one hand, is consistent with the possibilities and interests of
the production field, and, on the other hand, - with the demands and interests of consumption field,
is called the optimal assortment. The task of management of commercial goods assortment is the
creation and continuous maintenance in the field of turnover of the optimal structure of the
consumer goods offer, the optimal consumer goods assortment, taking into account the interests of
the turnover field, and the purpose is to meet at maximum the various needs of consumers of
varieties of goods, while taking into account the possibilities and interests of producers.

Like other types of management, the management of commercial goods assortment is done by
implementing a complex nomenclature of functions that includes: general functions, special
functions and specific functions. Obviously, the management of commercial goods assortment is
influenced by subjects both of the field of production and the field of consumption, a reality that
shall be taken into account in the development and formulation of functions of management of
commercial goods assortment.
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General functions are common to all types of management and provide for the carrying out and
performance of the general management. These are: planning, organizing, coordinating, recording,
monitoring, analyzing, correction and stimulation.

Special functions are determined by the specifics and peculiarities of the type of management. The
management of commercial goods assortment has specifics of the object and particularities of
organizing and implementation. Based on the study of specialized literary sources [1, 2, 11],
relying on management theory and analysis of existing management practice of commercial goods
assortment, we propose the following nomenclature of special functions of commercial goods
assortment management in the retail trade network:
1. Forecasting consumers’ needs and requirements for commercial goods assortment;
2. Standardization of requirements for commercial goods assortment;
3. Determining the necessity and directions of change (improvement) characteristics [7-8] of
commercial goods assortment;
4. Planning the change of characteristics of commercial goods assortment;
5. Periodic certification of commercial goods assortment;
6. Special training and continuous training of staff;
7. Providing methodological formation and systematic improvement of commercial goods
assortment;
8. Material-technical provision of systematic improvement of commercial goods assortment;
9. Technological provision of formation and systematic improvement of commercial goods
assortment;
10. Legal provision of formation and improvement of commercial goods assortment;
11. Permanent internal and systematical external control of optimality of commercial goods
assortment;
12. Stimulating the formation and maintenance of optimal commercial goods assortment in
retail trade network;
13. Providing information for formation and improvement of commercial goods assortment;
14. Periodic certification of the management system of commercial goods assortment.

The specific functions of management of commercial goods assortment are determined by the
specifics of object and its management process. Based on the analysis of specifics of object and
practice of management of commercial goods assortment we highlight the following specific
functions of management of commercial goods assortment:
1. Development and approval of nomenclature of features and indicators of commercial goods
assortment [7-8];
2. Forecast of optimal structure of commercial goods assortment;
3. Selection and standardization of requirements for the indicators (characteristics) of optimal
commercial goods assortment;
4. Development of optimal structure of commercial goods assortment;
5. Purchase and retail sale of optimal commercial goods assortment;
6. Ensuring reasonable placement of optimal commercial goods assortment in retail trade
network;
7. Dissemination and implementation of the optimal goods assortment and rational goods
consumption (use, exploitation).
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The set (nomenclature) of special and specific functions shown above covers the multiple fields
and directions of activity of the retail trade enterprise for the management of commercial goods
assortment. Each of these functions both special and specific ones have their specific content
which includes the definition, purpose, tasks and elements specific to the concrete function. The
development of functions’ contents of management of commercial goods assortment requires an
additional comprehensive study which will be carried out following the investigation.

5. Conclusions

Forming and continuous maintenance in the retail trade network of optimal assortment of goods is
only possible by applying the complex system of management in the field and its creation is an
objective necessity. However, successful performance management of goods assortment requires
the implementation both of general management functions and a range of special and specific
functions, which nomenclature is first presented. Each of these functions presented in the
nomenclature both special and specific ones have their specific content, which includes the
definition, purpose, tasks and specific elements of the concrete function. The development of
functions’ contents of management of commercial goods assortment requires an additional
comprehensive study which will be carried out following the investigation.
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Rezumat

Gradul satisfacerii cererii cumpdrdatorilor de bunuri materiale depinde de posibilitatea acestora de a alege
si procura bunurile preferate. Aceasta posibilitate depinde de gradul diversitdtii si de structura ofertei de marfuri in
refeaua comerciala en-detail, care trebuie sa corespunda structurii necesitagilor consumatorilor si cererii solvabile a
cumparatorilor. Aceasta corespundere poate fi atinsa doar prin asigurarea managementului sortimentului comercial
de marfuri.

Ca si oricare altul, managementul sortimentului comercial de marfuri este efectuat prin realizarea unui §ir
de functii, care in prezent in literatura de specialitate incd nu-i determinat.

In aceasti lucrare prezentam nominalizarea si varianta nomenclatorului functiilor managementului
sortimentului de marfuri, realizarea carora ar asigura managementul eficient al sortimentului de marfuri in refeaua
comerciala en-detail. Sunt prezentate §i definitiile perfectate ale notiunilor de sortiment optimal de marfuri, de
management al sortimentului de marfuri, iar nomenclatorul functiilor managementului sortimentului de marfuri este
creat din trei grupe de functii: functiile generale, functiile speciale si functiile specifice. Sunt indicate si
componentele conginutului functiilor.

Cuvinte-cheie: sortimentul de mdrfuri, managementul sortimentului de marfuri, refeaua comerciald en-detail,
sortiment optimal, functie a managementului sortimentului de marfuri, oferta marfurilor, cererea de marfuri.

Annomauusn

Cmenenb yoosnemsopenus cnpoca NoKynameineil Ha MamepuaibHble YeHHOCMU 3a8UCUT OM 803MONCHOCU
8bl00pa U NpPUOBPemeHUs. JceraemMblX Mogapos. Dma B03MONCHOCIb 00YCI08NEeHA YPOBHEM pPA3HO0OpaA3Uus U
CMPYKMYPOU NPeONoHCeHUss MOBAPOE 6 POIHUYHOU MOP20BOl Cemu, KOmopas OOIXHCHA COOMBEmCme08ams
nompebHocmam nompedumenetl U NAAMENCECHOCOOHOMY CHpOCy noKynamenell. /JaHnoe coomseemcmeue 03MONCHO
docmuib MOLKO nymem obecneyenus ynpasieHus KOMMepyecKum acCopmumeHmom moeapos.

11000610 Opyeum, ynpasienue accopmumMeHmom moapos OCyUWeCmeIsiemcs nocpedCmeom psaoda QyHKyutl,
Komopbwle 8 Hacmosujee 8pems 8 CReYUaIU3UPOBAHHON TUmepamype mo4Ho He OnpeoeieHsi.

B Oannoii cmamwve asmopom npednacaemcs 8apuanm  HOMEHKAAMYPbl  (DYHKYUU  YNpAasieHus
accopmumMenmom  mMoeapos, UCHOIHeHUue KOMOpPbIX No36oaum  obecneyums 3¢ghekmusnoe  ynpasieHue
accopmumMenmom moseapos 8 pPO3HUUHOU mop2oeoil cemu. Takoce npedcmasnenvl u onpedeneHus OnMUMAaibHO20
accopmumenma mogapos, YAPAGNeHUs ACCOPMUMEHMOM MO08aApos, a HOMEHKIamypa @yHKYull YnpaeneHus
accopmumMenmom mosapos npeoCmasiena mpems epynnamu Qyukyuil: obwue QyHkyuu, cneyuanvhvle QYHKYUU U
cneyuguueckue Qynkyuu. B cmamve makdice paccmompenvl 21eMeHmbl COOePAHCAHUSL PYHKYULL.

Knwuesoie cnoesa: accopmumenm moeapos, ynpasjienue moeapHvim aCCOpmuMeHmom, KommepiecKkas po3Hudnas
cemo, ONMUMATIbHBILL accopmumenm, d)ymcuuﬂ ynpaejieHust acCOpmumenniom moeapoes, npedﬂoofceﬂue moeapoe,
Cnpoc Ha moeapbwl.

The publication is fulfilled within the research Project ,,Domestic trade and consumer cooperatives
development in the context of economic integration of the Republic of Moldova in the European
Community” (code 15.817.06.28A).
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Abstract

The paper analyzes the concept of competition and competitiveness, the types of moving forces of
competition, the indicators characterizing the level of enterprises’ competitiveness on the market (potential of
company’s resources, the level of revenue and costs, the access to financial resources, staff motivation, management
culture etc.) as well as the evaluation parameters of market competition (market power, barriers of enterprises to
enter the market, new enterprises entering the market to create price competition and stimulate innovation, forcing
firms to exit the market, innovations introduced by enterprises in the market, increased tariffs’ costs incurred by
competitors). A special place belongs to the assessment of the regulations with various restrictions in terms of
competition.

Keywords: competition, competitiveness, potential resources, evaluation parameters, competition costs.

1. Introduction

One of the main categories of modern economic science is market competition, which is a race
between manufacturers of goods and services to occupy the free ,,niches” of the market [4, p. 58].
For the market economy competition has special significance because it serves as progressive
movement, ensuring bidders of products (services) the expected profit and consumers satisfying
the consuming needs.

2. The degree of investigating the problem

Studying literature on competition issues is one of the central objectives of marketing research,
based on the content of knowledge and objective of competition, forms of competition and
competitors’ typology [3, pp. 107-115]. Usually there are two opposing concepts of market
structures: a) perfect competition market - when there are many bidders and missing barriers for
entry; b) the imperfect competition market that has various forms: pure competition, monopolistic
competition and oligopolistic competition. These two opposing notions are conventional because
of the reason that real markets are located towards the first or the second extremity.
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3. Applied methods and material

In the research we relied on the study of doctrinal, legislative and practical materials. The
complexity of the problem led to the application of general and legal scientific methods. The
comparative method is an essential element for the given research.

4. Results obtained and discussions
4.1. The concept of competition evaluation and competitiveness on the market

In order to increase the quality of the evaluation regulations in terms of competition it is required
to observe the principles when the competition assessment may be included in the analysis of the
regulatory impact. Thus, a detailed assessment of competition can include [1, pp. 33-35]:

- Clear identification of policy goals;

- Formulation of alternative regulations that would lead to achieving the policy objectives;

- Evaluate the effects of each alternative on policies;

- Comparing alternatives.

The evaluation principles of competition provide an introduction to the competition’s Checklist,
illustrate the benefits of competition and demonstrate the effects of policies on competition.

The first stage of the competition’s assessment is completing the competition's Checklist. Most
regulations do not require a detailed assessment of the competition. However there are some kinds
of restrictions of competition identified in the Checklist that need a more detailed assessment of
competition.

Quality regulations are perceived as becoming more like those that bring desired results with lower
costs. Regulatory impact analysis involves comparing the possible outcomes based on the
economic environment and would not allow changes of major parameters that adjust this
environment. By comparison, the competition policy analysis refers to the impact of changes in
market conditions on the level of competition and the possible outcomes related to economic
efficiency and consumers’ welfare.

The competition is characterized by applying the five forces explained by M. Porter [6], including:
The influence on ,,Competition within the branch” by the market forces: suppliers, consumers,
potential competitors and substitutable products.

Thorough analysis of the forces of competition in the branch enables the company to assess the
strong and weak sides of each participant and determine the time of substitutable products’
appearance. As a result, the enterprise can choose the most successful competitive strategy and
position itself on the market in order to accumulate a maximum profit.

Based on statistical data analysis of different industries M. Porter has revealed the major reasons
of successes and failures in the competitive battle of firms from different countries. M. Porter
proposed the concept of competitiveness based on four determining attributes for each country
where the firms operate, including: a) the parameters of production factors; 2) parameters of
product demand; 3) firms’ strategy, the structure and nature of competition between them; 4)
related and supported enterprises within the branch. These determinants of competitiveness allow
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determining the level of potential competitiveness of each business in the chosen country. There
are several types of moving forces of competition: increasing or decreasing the demand on long
term as a decision-making factor for attracting investments and new companies in the market;
dynamic demand structure as a condition for creating new distribution channels and change of
marketing tactics; product’s renewal in order to stimulate the demand and wider the market of new
products; technological innovation in production which will allow reducing costs and increasing
product’s life cycle; innovations in marketing that will boost new forces to change the competition
conditions and the positions of competing enterprises; changing the leaders in the competition
which will help change the round over competition and the emergence of new competitors in the
market; increasing the preferences and tastes of potential buyers will help increase the
competitiveness of some products on the market; changing the state policy can directly influence
the market volume and competitive conditions of the enterprise.

4.2. Specifics of competition regulations imposed on competitiveness of
commercial enterprises and consumer cooperatives

Concerning the commercial enterprises and consumer cooperatives the competitiveness analysis is
based on research management, divided into the following blocks: the aim of the enterprise; the
potential resource of the enterprise; revenue and expenditure analysis of the company; access to
credit and other financial resources; staff qualifications; employees’ motivation (stimulation);
management culture; new products; market power and competition level; the barriers to entry for
new firms on the relevant market; new firms entering the market; enterprises leaving the market;
innovation and sales’ effectiveness; increased costs for competition to try to prevent them not to
obtain success on the market [2, pp. 16-25].

On the basis of management research the current activity of the enterprise is analyzed and the
effectiveness of this activity with the help of indicators is evaluated: the share of the enterprise on
the market, sales profitability, the level of commercial risk, the share of domestic products in total
sales volume. Usually the commercial enterprise must increase the sales profit and satisfy the
consumers’ demand on products and services.

It should be mentioned that the company's profitability depends not only on the commercial prices
of each product, but also on the speed of products’ movement. This is an important part of
management research to ensure sales’ rotation and increase the corporate profitability. On the
other hand, managerial analysis involves determining the level of freedom of management control
and strategic opportunities of development of enterprises in the analysis and evaluation of
regulations in terms of competition (Figure 1).

In developing the strategy of enterprise’s development it is necessary to analyze the enterprise's
development history and current development strategies to determine based on which resources the
company achieved market success. Despite the fact that Moldovan enterprises operate for a short
time in market conditions, however SWOT analysis, strengths and weaknesses in comparison to its
competitors serve as an important basis for developing a strategy in the future.
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Choice of enterprise's
development strategy

Elaboration of enterprise
development strategy based
perspective:

Analysis of current strategies
of enterprise's development:

- Analysis of resource
potential;

- SWOT analysis and 1ts
influential factors on the
responsibility (income and
expenditure), the strengths and
weaknesses;

- Determining the level of
freedom of management;
assessment of regulations in
terms of competition, including:

- Market power;

- Barriers to entry for new firms

- Analysis of the possibilities on the relevant market;
and limits of funding; -entry of new companies on the

- Analysis of the management market;

system (organizational
structure, staft qualifications,
motivation of employees,
management culture, etc.) in
comparison to its competitors)

- enterprises leaving the market

-innovation and sales'
effectiveness;

-increasing costs for
competitors. J

Figure 1: Determining the strategic opportunities of the enterprise from the point of view of
competition

By analyzing current development strategy for the company and the activity of its competitors, the
enterprise must determine its own competitive advantages and evaluate regulations imposed by
competitors. The main focus in directing the company should be placed on assessment issues
related to: market power, barriers of enterprise to entry the market, new competitors entering the
market, firms leaving the market, innovation and efficiency, increased costs on competition [5, pp.
3-5].

Market power requires the ability of companies to use higher tariffs on competitive levels and
consequently to record significant profits or economic returns higher than normal [1, p. 17]. Any
assessment of market power is necessary to achieve products and services on selected market.
Highlighting the products (services) on a selected market is performed depending on the fact if the
product sold by the company is a close competitor or substituted for the one achieved by the other
economic agent. The level of substitution between goods (services) of two businesses depends on
a set of factors that influence the tangible components (merchandising features, sizes, shape,
weight, gauge, packing) and intangible components (name, brand, age, price, legal protection by
patent etc.) of the product [4, p. 253]. Highlighted markets can be narrower or wider to the ideal
market which we know. The structure of highlighted market depends on: the number of businesses
positioned on the market (the higher number of enterprises is on highlighted market, the lower the
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market power will be); the concentration of production within some huge enterprises on the market
(the more production is concentrated in the hands of a few more companies, the bigger is the
probability of emergence of market power).

Barriers to entry market highlighted businesses provide a perspective on the level of competition
with contacting companies which are already on the market. Thus, in the event that the barriers to
entry are high, then already existing companies can tackle an anti-competitive policy by increasing
tariffs for new agency-entrants and limit the exercise of market power by them. Rating barriers to
entry would be useful to regulate the competition because the amount of negative effects on
competition will depend on the increased number of barriers that will impose constraints upon
competition. If barriers have a low level of influence, the competition is less affected.

The literature highlights various types of barriers to entry the market [2, pp. 19-21]:

e Natural barriers - can occur due to natural factors (high fixed costs of natural resources in
different geographical areas);

e Dbarriers on irretrievable costs to entry - means that there is high cost that the company
cannot recover if it decides to leave because of low sale value or high costs for advertising
and others;

e Dbarriers created by existing companies’ behavior on the market - can have negative effects
on competition because it increases the switching costs for changing the supplier but the
competitors and newly entranced agencies are disadvantaged,

e Barriers induced by governments’ regulations of different countries - may create
difficulties in starting new businesses on the ground that bureaucratic procedures are costly
for a period of time and many countries favor the enterprises which are already on the
market.

We conclude that the assessment of the level of barriers to market entry is an important component
in assessing the impact of regulations on competition.

Entry of new enterprises - can create serious competition for market prices; stimulate innovation
which will lead to a wider range of products (services) and an increase in quality. However, if the
market entry of new companies is easy, then the existed companies will exert the market power
less because they will give a portion of profits up. The entry of new companies may be less
profitable when the barriers to entry are high.

The firms leaving the market - could lead to an increase in the power exercised by existing
businesses, which will contribute to high prices. Companies that do not do significant investments
will have to exit the market because of the impossibility to access the market with new prices and
other factors.

Innovation and efficiency - can provide more positive results due to increasing sales effectiveness,
improving product quality, creating a wide range of products in the commercial network, improve
customer service. It is necessary to carefully examine the effects on innovation as the assessment
of business conduct impact will allow you to bring significant benefits.

Increasing costs for competitors - can reduce the level of competition in the market and record
higher profits for the reason that companies which are already on the market try to impose costs on
competitors trying to gain success in commercial networks. Businesses which exist already on the
market are lobbying to get protectionist provisions to continue their functioning under the old

regulations for a period of time and essentially affect competition.
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4.3. Assessment of the effects upon competition

Officers responsible for regulations must consider three important aspects when starting the
process of evaluating the effects [2, pp. 86-87]:

a) The starting point of any assessment must be objectives that will make it easier to evaluate
alternatives that lead to achieving the objective of odd phenomena on the market.

b) Listing existing barriers to competition, including: barriers linked to regulations to market
entry and their possible effects on competition will be highlighted; barriers related to
overheads or stranded costs related to investing heavily in advertising or R & D spending;
barriers related to the conduct of undertakings already on the market that will make
competition more difficult from other businesses that would like to enter the market.

c) If there are restrictions on prices, the regulation will be considered carefully, and the
evaluation is undertaken with alternatives which will affect less the long-term operation of
the market.

It should be mentioned that a combination of different types of barriers could have a significant
impact on competition. It is important to assess the impact on businesses which already are on the
market, the effect on market entry by new businesses, the impact on goods and services prices, the
impact on the quality and variety of goods and services; the impact on operations efficiency and
innovation enterprise; the effect on market growth and conexo markets (upstream and
downstream). We can conclude that the proposed regulations and laws must be restructured to
minimize the damage upon competition.

5. Proposals

As a result of this research we can offer the following recommendations:
1. Studying regulations on competition and competitiveness is one of the central objectives of
marketing research - since these reflect the situation of the competitive market and
characterizes the efficiency of their business.
2. The paper analyzed the specific of assessment of competition regulations imposed on
commercial enterprises and consumer cooperatives, highlights the key indicators for
determining the strategic opportunities of enterprises in terms of competition.
3. For the purpose of elaborating the strategy of enterprise’s development it is recommended to
analyze:

a) On the one hand, the history of company’s development, its current development strategies,
the resource potential, the factors influencing the profitability, strong and weak sides in
company’s activity.

b) On the other hand it is recommended to set the level of freedom of managing the
enterprise, assessment of regulations related to: market power; barriers to entry of new
enterprises in the relevant market; new businesses entering the market; firms leaving the
market; innovation and sales effectiveness; increasing costs and tariffs for competitors.

4. It is rational to assess the effects upon competition to minimize the damages to the
regulations, placing fewer restrictions on market processes and existing barriers on the way
to competition.
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Rezumat

In lucrare sunt analizate conceptul concurentei §i competitivittii, tipurile fortelor de miscare ale
concurentel, indicatorii ce caracterizeaza nivelul competitivitatii intreprinderilor pe piata (potentialul de resurse al
intreprinderii, nivelul veniturilor si cheltuielilor, accesul la resurse financiare, motivarea personalului, cultura
manageriala etc.), precum si parametrii de evaluare a concurentei pe piata (puterea de piata, barierele in calea
intrarii pe piatd a intreprinderilor, intrarea intreprinderilor noi pe piata pentru a crea o concurenfd de prefuri §i
stimula inovatia, fortarea intreprinderilor sa iasa de pe piatd, inovatiile aduse de cdtre intreprinderi pe piafa,
cresterea costurilor, tarifelor suportate de concurenti). Un loc deosebit apartine evaluarii reglementarilor cu diverse
restrictii din punctul de vedere al concurentei.

Cuvinte-cheie: concurenta, competitivitatea, potentialul de resurse, parametrii de evaluare, costuri pentru
concurentd.

Annomauusn

B cmamve paccmompenst codepoicanue KOHKYpeHyUU U KOHKYPEHMOCHOCOOHOCHU, 8UObL OBUNCYUUX CUTL
KOHKYpeHyuu, noKasameiu, Xapakmepusyrouiue Ypo8eHb KOHKYPEHMOCNHOCOOHOCMU NpeOnpusamuil Ha polHKe
(pecypcubili nomenyuanr NPeonpusimusl, ypoeeHs 00X0008 U pacxo008, OOCMYN K (QUHAHCOBLIM Pecypcam,
MOmMuUBAYUsL NEPCOHANA, KYAbMYpA YApAeneHus u 0p.), a maxce RApamMempvl OYEHKU KOHKYPEHYUU HA PbIHKE
(nponuyaemocms puiHKa, Oapbepbl NPOHUKHOBEHUS NPEOnpUsmuli Ha puIHKU CcObIMA, NPOHUKHOBEHUE HOBbIX
npeonpusmull Ha PLIHKU C Yeablo CO30AHUS YEHOBOU KOHKYDEeHYUU U CIMUMYIUPOBAHUS UHHOBAYULL, 6blINeCHeHUe
npeonpusmull ¢ polHKd, HOBUEC8Ad 88e0eHHble NPEONPUAMUAMU HA PbIHKE, POCI 3ampam, mapugos KOHKypeHmos).
Ocoboe gHuManue 0meeoeHo OYeHKe 3aKOHO0AMeNbCMBY, KOMOopoe 02PaAHUYUEAeN KOHKYDEHYUIO.

Knrwouegvie cnosa: konkypenyus, KOHKYpEeHMOCHOCOOHOCMb, peCyPCHbLL NOMEHYUAIL, NAPaAMempbl OYeHKU,
KOHKYpEeHmHbLe 3ampamal.

The publication is fulfilled within the research Project ,,Domestic trade and consumer cooperatives
development in the context of economic integration of the Republic of Moldova in the European
Community” (code 15.817.06.28A).
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Abstract
The article considers the role and importance of the institutional environment in the functioning of rural
trade, the proposed structural model of institutional development and functioning of rural trade.

Keywords: commodity markets in rural areas, institutional support of rural market, development of commodity
markets in rural areas, problems of commodity markets in rural areas.

1. Introduction

The progressive development and effective functioning of the rural trade depend on the influence
of numerous factors of socio-economic, scientific-technical, organizational, legal and financial-
economic nature. Of particular interest are those factors and conditions that shape the institutional
environment.

2. Analysis of recent researches and publications

Theoretical and applied aspects of rural market are unexplored. In fact, fundamental research and
development - are absent. The works of I. Lukyanov, V. Zagorsky, S. Babenko, Y. Goncharuk, V.
Apopiy substantiate the need to create rural market, its characteristics and socio-economic role.
However, the theoretical and methodological means of the formation of the rural market are not
developed, their function and structure not defined, there is no substantiation of the functioning
mechanism for rural markets.

3. Statement of the problem

Institutional support of modern processes in rural trade is poorly studied, the institutional
framework in this area is not developed and this leads to a significant deformation in promoting
trade in rural areas.

Therefore, the aim of this article is a scientific basis for the model of institutional support future
development of the trade in the village. The relevance of such justification of trade increases with
increasing social orientation of trade in the development of rural areas.
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4. Applied methods and material

Based on the review of investigations on rural markets conducted by local researchers there were
established omissions in this area. They have allowed the scientific substantiation of the model of
institutional assurance of trade development in villages. The study allowed the identification,
analysis and grouping of conflicting interrelated interests of the institutional environment of rural
commerce operation. Settlement of expanded spectrum of established contradictions on delivery
prices, rebates, lots’ size, rationality of goods circuit, quality and safety of goods, distribution of
income and expenditure, via market methods and mechanisms, competitive actions proved to be
objectively ineffective. Practice shows that there is need for informal institutes for removing
drawbacks in rural trade development. Research was conducted through the inherent processes of
economic disciplines: observation of objective reality, assessment of phenomena, analysis and
synthesis of information etc.

5. The main material

Many of the trends and phenomena that occur in the national economy and are manifested in the
field of rural trade (quantitative growth, the globalization of commodity markets, the decline in
purchasing power, the expansion of imports of goods, excessive differentiation of regional
development of trade, expansion of shadow turnover of goods, discrimination of forms of
ownership) can be fully explained by the methodological tools of institutional Economics.

The starting point of justification of the structural model of institutional support for the
development of rural trade is the identification of interacting interests. Here you can define groups
of interest that can be schematically represented as follows (Figure 1).

Government

{

Trade <= => Consumers

Rural
Trade

- Social sphere <= |:> Suppliers

Y

Infrastructure ‘

Figure 1: A group of interacting interests in the institutional environment of functioning of rural
trade
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As can be seen from Figure 1, interests in the system of relations between rural trades are
multidimensional and multidirectional. Thus, the interests of the state and trade largely do not
coincide. Contradictions arise in relation to assortment, price, and tax and credit policy. The
interests of the rural economy, the social sphere require to subordinate the development and
function of trade to optimal parameters of efficiency, profitability, economic and physical access
of the population to shopping and services of competition.

Consumers demand from trade price stability, the compatibility of their range of goods and
services volumes and demand structure, the minimization of the time for the purchase of goods,
high quality goods and their safety. Strategic goals in trading are another - cost minimization,
profit maximization, positive dynamic value indicators, and minimal social responsibility.

Between suppliers and trading there are also contradictions about the selling price, discounts, lot
size, rationality freight, quality and reliability of products, distribution of expenses and income.
Such a wide range of contradictions objectively are impossible to overcome only by market
methods and mechanisms, or by coordinating the actions of the competition. Modern institutions
need institutional orientation to eliminate ,,gaps”. The Institute is formally a stable form of social
organization, which reproduces social, economic, legal, organizational relationships.

The Institute (informal) is a set of moral norms, behaviors, traditions, customs, and mentality. The
set of such institutions forms up an institutional structure.

The institutional model is based on a set of principles of institutionalism and related mechanisms -
administrative, market, mixed, and self-regulation.

Structural model of institutional development and functioning of rural trade is as follows (Figure
2).

Mechanisms
administrative market mixed self-regulation Govatameid
Rural
Formal economy
institutions
Rural Trade C e
Suppliers
Informal of
institutions goods
Infrastructure
Main principles

constitutive regulatory coordinating | optimisation efficiency

Figure 2: Structural model of institutional support for the development and functioning of rural

trade
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Structural model (Figure 2) forms a holistic view of the composition and contours of the model of
institutional support for rural trade. The disclosure of the contents of such a model requires a
comprehensive analysis of the impact on the trade sector participants in the system of economic,
social, political, organizational relationships through the formal and informal institutions and
related mechanisms.

A special role in the formation of institutional conditions for the development of rural trade
belongs to the state. The state must implement an effective trade policy to create equal conditions
for the development of various trading systems, to optimize transaction costs, to offer the best
options of territorial-regional development structural changes of trade in rural areas. However, the
underestimation of the importance of state regulation of these processes has led to significant
deformation in the development of rural trade.

Consequently, there is an objective need for the development and implementation of effective
trade policy in Ukraine. It should define strategic guidelines and state regulatory instruments for
the development of internal trade in the context of current reforms of the national economy and to
set directions and priorities for the development of rural trade and the socio-economic
transformation in rural areas. Public policy should be based on the following principles:

- free development of all forms of trade in rural areas and restoration of the functions of

cooperative trade;

- coordinated development of functional, organizational, social, economic and territorial

structure of trade in rural areas;

- expansion of the formal sector of rural trade and contraction of the informal sector;

- innovative competitiveness of the subjects of trade and monopoly exception;

- legislative and regulatory support of the development and functioning of rural trade

- the introduction of trade in controlled channels and strengthening of state regulation;

- ensuring affordability and accessibility to all sectors of the rural population to trading

services;

- social responsibility of trade and entrepreneurship.

An important place in the trade policy belongs to the legislative and regulatory framework. The
analysis shows that the legal basis for the functioning of trade does not meet modern requirements
to the level of its performance and competitiveness.

In Ukraine there is no Law ,,On internal trade”, legal norms in the economic Legislation of
Ukraine are outdated and require a significant update of trade rules, standards, norms, standards.

Significant positive changes in the sense of state regulation of trading system is possible provided
that the adoption of new laws, particularly the law of Ukraine ,,On internal trade”, law of Ukraine
,,On Electronic Commerce” and radical renewal of a number of existing laws.

6. Conclusions

Thus, improvement of the institutional development and functioning of rural trade is a complex
and multidimensional process that includes formal and informal institutions, institutional
mechanisms and regulators and aims at creation of a modern institutional environment, as well as
an effective system of state regulation in the field of rural trade.
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Rezumat
In articol se abordeaza rolul si importanta mediului institutional in functionarea comertului rural, se
propune structura modelului institutional al dezvoltarii si functionarii comertului rural.

Cuvinte-cheie: pietele de marfuri in zonele rurale, sprijinul institutional al pietii din mediul rural, dezvoltarea
pietelor de marfuri in zonele rurale, problemele pietelor de marfuri in zonele rurale.

Annomauusn
B cmamve paccmampusaromca ponv u 3HaueHue UHCIMUMYYUOHATLHOU Cpedbl 8 (QYHKYUOHUPOBAHUU
CeNbCKOU MOp2eo8au, NPedsiodHCeHd CMPYKmypa MOOeiu UHCHMUMYYUOHANIbHO20 PAa3eumus U (QYHKYUOHUPOBAHUS
CenbCKOU MOpPeosau.

Kniouesvie cnosa: moeapHbsle PblHKU 6 CeNbCKUX pazZOHax, UHCMUMYYUOHAIbHAA noddepofcm CENIbCKO2O PbIHKA,
paseumue moeapHblx PblHKO6 6 cenbcKoll mecmHocmu, I’lpO6]l€Mbl moeapHblX PbIHKO6 6 CenbeKol MeCcmHOCmU.
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Abstract

Ensuring a healthy competitive environment in the national insurance market is a necessary condition for
an effective functioning of the current economic system and the basis for sustainable economic growth. In a
functioning market economy, compliance with competition rules are necessary to safeguard the consumer interest
and increase the competitiveness of products and services. Simultaneously, the insurance market is one of the key
elements of the current financial system in the country.

In this paper there are analyzed the main features of the insurance market in terms of the number of
insurance companies operating on the Moldovan market, the market share of each insurance company calculated
based on the insurance services provided and calculated Herfindahl - Hirschman Index in order to determine the
level of concentration in the relevant product market. The purpose of this paper is to analyze the level of competition
in the insurance market in Moldova and to identify the main risks concerning the competitive environment. Also, the
paper is focused on the analysis of compulsory insurance of motor liability, both internal and external in terms of
competition.

Keywords: insurance market, competition, market share, concentration level, compulsory motor third party liability
insurance.

1. Introduction

One of the conditions of a functioning market economy is to ensure a healthy competitive
environment. Also, the insurance market is one of the basic links of the current economic system.
This market aims to protect the economic system participants from potential negative risks that can
produce financial and material damage. The role of insurance is to ensure the continuity of
economic activities. Taking into account the role of insurance in the economic development of a
country, it is necessary to ensure an undistorted competitive environment in the market. Thus, the
insurance companies should be able to operate freely in the market without being adversely
affected by economic entities that have a market power or are in a privileged situation.

In Moldova, the insurance market consists of a small number of insurance companies, of which
eight insurance companies have the right to sell insurance certificates ,,Green Card”. If the
competition rules are not respected in the national insurance market, there exists the risk that
consumer could be harmed as a result of excessive price increases, reduced service quality and
innovation.
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In this paper, we aim to analyze the level of competition in the insurance market in the country and
identify potential risks that could adversely affect the competitive environment. Also, the research
objectives aim to identify the insurance companies that hold a dominant position on the relevant
product market and may undertake anti-competitive practices and abuse of dominant position.

2. The investigation degree of the problem at the moment, the research purpose

The insurance market is investigated in the financial literature, particularly in terms of the
functions it performs in ensuring a stable financial system, being less addressed competition
concern. However, the presence of a healthy competition in the insurance market is a factor of
progress which has a positive impact on economic activity of businesses, individuals and state. In
this context, the financial professionals have addressed to a lesser extent the competitive problems
in the market.

In the financial literature, the insurance market is analyzed in terms of the role it plays in ensuring
business process continuity and participation in the capital supply in the financial market. Thus,
we intend to analyze the insurance market in the country in terms of the competing theories,
placing particular emphasis on the EU practice in this field.

3. Methods and materials applied

Analysis of the insurance companies in the market in terms of competition theory has been done
based on the provisions of competition law and best practice in the European Union. In analyzing
the competition level on the insurance market two basic indicators were used: market share and
Herfindahl - Hirschman Index.

In the European Union competition law, the market share is the ratio of the turnover of the
products in the relevant market obtained by the assessed enterprise and the aggregate turnover of
all institutions. The Herfindahl - Hirschman Index is used to establish the level of concentration
and is calculated by summing the squares of the market shares of each company. For example, in a
market with 10 companies of the same size, HHI is 1.000; in a market with five companies of the
same size - HHI is 2.000. If HHI is 1.000, the authorities responsible for the protection of
competition won’t seize; if the index exceeds 2.000, the market will be considered as concentrated.
Markets with an HHI between 1.000 and 2.000 are considered to be moderate concentration
markets [5]. Also, the statistical data concerning the activity of insurance companies were obtained
from the reports of the National Commission for Financial Market about insurance sector for
2013-2014.

4. Results obtained and discussions
4.1. Theoretical approaches concerning the analysis of the insurance market

Insurance aims to reduce economic uncertainty, by transferring the damage of property to an
insurance company that assumes the risk. The main functions of insurance relate to damage
prevention, damage compensation and ensuring the continuity of economic processes. Moreover,
the insurance market is an important source of funds for the financial markets that are used to
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cover financial deficits. The insurance market has grown in importance due to the contribution that
it has in economic development. According to the legislation, the insurance activity consists
mainly of offering, negotiating and concluding contracts of insurance and reinsurance, collecting
premiums, settling claims, performing regression and recovery actions. In Moldova, the insurance
business is supervised by the National Commission for Financial Market (NCFM), which is an
autonomous public authority responsible to the Parliament, which regulates and authorizes the
activity of financial market participants and monitor the compliance under the law [8]. The
insurance services can be provided after getting a license from NCFM.

The level of competition in a particular market depends on several factors, including: market
structure, product characteristics or certain features of the demand and supply (elasticity with
respect to price, etc.). Thus, in competition analysis in a particular market the following
parameters will be taken into account: number of participants; transaction costs; the existence of
entry or exit barriers to the market; sales prices; the company's ability to influence unilaterally the
market prices. For general assessment of the competition level in a particular economic sector, the
analysis must be conducted in all market segments. Thus, it is possible that some segments or
some markets work properly in terms of competition; and other market segments register
misrepresentation of competition, within the same economic sector. The most used indicators in
assessing competition in a particular sector are: the number of enterprises; sector mobility rate;
market share; Herfindahl-Hirschman Index; turnover to the number of employees in the sector;
differentiation degree of the products within the sector; concentration rate; profitability rates
evolution; barriers to entry; product price trend [9].

Analysis of market entry conditions is an important element in assessing the level of competition
in the relevant market. The existence of entry barriers is a significant anti-competitive risk. A
general condition for the entry of new competitors in the market is the sector profitability. Barriers
to entry are specific market features for existing enterprise that offer a lot of advantages over
potential competitors. Entry barriers can take the following forms: legal advantages; production
advantages and the experience and reputation of existing businesses. According to art. 22 of the
Law on Insurance, the minimum capital required for general insurance services is 15 mil. MDL
and for life insurance activities — 22.5 mil. MDL. The companies that provide exclusively
reinsurance activities must have a capital of 30 mil. MDL [8]. In general, the capital size does not
matter so much for foreign investors, compared to the ability to get maximum profit for every
dollar invested. The Moldovan legislation contains provisions that hinder the entry conditions in
the insurance market and the main problems concerning the attraction of investors in this area are
related to bureaucratic issues, which limit the competition in the market. Taking into account the
investors intention to compare the entry conditions in the insurance market and other sectors, it is
unlikely that they will invest their funds in this sector.

In order to determine the level of concentration in a particular market it is necessary to define the
basic functional unit, namely the relevant market. The relevant market consists of a product or a
group of products, along with the geographical area where they are sold, so a hypothetical
company that aims to maximize profits, may impose a significant and a definitive price increase
[3]. In the analysis of competition in the financial market it is important to note that the indicators
used to reflect the level of market concentration in the economic sector may be used in the context
of a relevant market, which is defined in an investigation initiated by the competition authority
with a well-defined object. In the context of present analysis, it was used a top - down approach, so
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the relevant market concept used in this material is close to the term of commercial market or trade
market. Thus, from the demand side in insurance, the relevant market can be divided into two
categories: life insurance and general insurance. Each insurance group can be divided into many
relevant product markets taking into account the types of insurance risks, because the
characteristics, purpose, risks and premiums are different and not substitutable for the consumer
(eg. Insurance against fire damage can not substitute auto liability insurance). From the supply
side, the insurance conditions for various types of risk are quite similar and most insurance
companies offer products related to several types of risks. An insurance company that provides
insurance products belonging to a certain group can easily change its product range and offer
products belonging to other categories.

4.2. Practical approaches concerning the analysis of the insurance market in Moldova

Evolution of the number of firms in the insurance sector provides information concerning the entry
barriers and existent competitive pressure in the sector. In the insurance market in Moldova there
are licensed 15 insurance companies. Their number has reduced considerably in comparison with
2012, when 24 insurance companies were active in the market, even more alarming is the situation
if we compare with 2007, when 32 insurance companies were active in the market. The decreasing
number of the insurance companies outlines the intensification of the competition problems in the
national insurance market.

Taking into account the availability of statistical data, the analysis was focused on determining the
level of competition in the insurance market based on market share and value of the Herfindahl-
Hirschman Index.

In Moldova, the insurance market consists of 15 insurance companies and 69 insurance brokers.
By Decision of the National Commission for Financial Market no. 57/12 of 29.11.2013 it was
accepted the application of voluntary withdrawal of the license to ,,Exim-Asint” insurance
company. Thus, in 2014, , Exim-Asint” participated in the calculation of market indicators due to
extinguished contractual obligations. In the insurance market, 4 insurance companies provide
general insurance services and 2 companies provide life insurance services of the total number of
insurance companies. According to data, at the end of 2014, general insurance accounted for -
93.4% and life insurance - 6.6% of the total gross written premiums. Also, currently 8 insurance
companies are allowed to sell ,,Green Card” insurance certificates.

Regarding the structure of the market in terms of gross written premiums, ,,Moldasig” insurance
company has the largest share. Table 1 reflects the picture of the gross written premium share of
the insurance companies in 2013-2014.

Table 1: The structure of gross written premiums by insurance companies in 2013-2014

2013 2014
Total gross .
Name written Share 'of gross Total gross written | Share 'of gross
premiums, premlun;s in premiums, premlun(]s in
Thousand MDL total, % Thousand MDL total, %

1 2 3 4 5
»Acord-Grup” 34 048,0 2,87 56743,5 4,71
,,Asito” 192 898,9 16,24 186291,8 15,48
,Asterra Grup” 35 640,3 3,00 62186,7 5,17
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1 2 3 4 5
,LyAuto-siguranta” 13 750,4 1,16 144439 1,20
,Donaris-Grup” 100911,5 8,50 129187,4 10,73
,,Exim-Asint” 6 314,8 0,53 39,7 0,00
,,Galas” 49 194,3 4,14 59790,6 4,97
,,Garantie” 32 753,4 2,76 47737,8 3,97
,,Grawe Carat Asigurari” 130 861,9 11,02 137750,5 11,45
,Klassika Asigurari” 35 847,6 3,02 44028,9 3,66
,,Moldasig” 343 364,1 28,91 282019,2 23,43
,,Moldcargo” 122 418,9 10,31 92202,6 7,66
,,Moldova-Astrovaz” 18 676,2 1,57 9618,5 0,80
,Sigur-Asigur” 3 356,7 0,28 3778,6 0,31
,,Transelit” 32744,9 2,76 37013,0 3,08
,,Victoria Asigurari” 34 840,3 2,93 40718,5 3,38
Total 1187 622,2 100 1203551,2 100

Source: developed by the authors based on the reports of the National Commission for Financial Market for 2013 and
2014 [12].

According to the table, in 2014, Moldasig held the largest share in the insurance market (23.4%),
followed by Asito (15.5%); Grawe Carat Insurance (11.45%), Donaris-group (10.73%) and
Moldcargo (7.66%). Cumulatively, the top five leaders had a share of 68.75% in the total gross
written premiums. Also, ,,Asito” and ,,Moldasig” cumulatively held a share equal to 38.91% of
total gross written premiums in 2014.

According to statistics, at the end of 2014, insurance companies earned gross premiums amounting
to 1203551,2 thousand MDL, of which 99.71% - gross written premiums from direct insurance
and 0.29% - insurance premiums collected on reinsurance risks. The gross written premiums
increased by 1.34% compared to 2013. In addition, the insurance companies paid compensation
and insurance payments in the amount of 513,6 mil. MDL, of which 99.3% (509,9 mil MDL) -
compensation and insurance payments paid for direct insurance claims and 0.7% (3,7 mil MDL) -
for claims concerning reinsurance risks.

In the insurance market, liability insurance had the highest share - 51.7%, followed by property
insurance - 34.1% and personal insurance with a share of 13.9%. Structure of gross written
premiums in 2014, taking into account the object of insurance is shown in Figure 1.

B [nsurance of goods B | jability Insurance
Personal insurance B Reinsurance premiums

Figure 1: Structure of gross written premiums according to the object of insurance in 2014, %
Source: developed by the authors based on the reports of the NCFM for 2014 [12].
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In 2014, motor third party liability insurance accounted for 44.1% of total gross written premiums.
Simultaneously, it was found that the share of ,,Green Card” insurance was equal to 21.9% and
internal compulsory motor third party liability insurance - 20.0% of total gross written premiums.
Also, a significant market share had CASCO insurance, which recorded an amount equal to 19.5%
of total gross written premiums. The personal insurance had the following structure: accident
insurance - 2.1%, health insurance - 5.2% and life insurance - 7% of total gross premiums written.
Also, analyzing the structure of insurance of goods, we can mention that insurance against fire and
other natural disasters recorded the value of 8.1%, airships insurance - 2.6%, insurance of goods in
transit - 0.6% and other property insurance - 3.6% of total gross written premiums.

Given the significant share of CASCO insurance, Green Card and domestic motor third party
liability insurance, we intend to examine the level of competition between insurance companies in
this context. Thus, the results obtained in the chapter insurance of goods, land vehicle insurance
(CASCO) and compulsory liability insurance category, domestic motor insurance services are
reflected in the table below.

Table 2: Structure of land vehicle insurance (CASCO) and domestic motor third party liability
insurance market, according to market share in 2014, %

Land vehicle insurance Domestic motor third party
Name (CASCO) liability insurance
Individuals Legal entities Individuals Legal entities

»Acord-Grup” 7,03 4,55 4,16 0,99
,,Asito” 0,35 11,88 0,45 48,33
,Asterra Grup” 15,23 10,60 5,74 8,51
,»AUto-siguranta” 0,12 0,74 7,78 1,69
,Donaris-Grup” 11,32 11,23 12,32 6,32
,,Exim-Asint” 0,03 0,01 0,00 0,00
,,Galas” 5,98 0,99 0,07 2,98
,,Garantie” 8,20 4,67 3,42 4,45
,,Grawe Carat Asigurari” 9,95 13,85 7,45 4,00
,,Klassika Asigurari” 1,13 3,39 3,01 1,69
,Moldasig” 15,02 22,00 35,38 11,34
,,Moldcargo” 12,06 9,81 10,14 6,23
,,Moldova-Astrovaz” 0,47 0,28 1,70 0,32
,,Transelit” 5,78 2,53 7,23 2,28
,,Victoria Asigurari” 7,33 3,46 1,14 0,87
Herfindahl-Hirschman Index

(coefficient) 1071,39 1225,77 1750,14 2672,69

Source: developed by the authors based on the reports of the NCFM for 2014 [12].

As shown in Table 2, CASCO insurance market has a medium level of competition. The statement
is based on the fact that the Herfindahl - Hirschman Index (HHI) for insurance services for
individuals (1071.39) and for legal entities (1225.77) registered a value up to 2000. Markets with
an HHI between 1000 and 2000 are considered to be with a moderate level of concentration. In
addition, in the case of land vehicle insurance (CASCO) for individuals, the leading insurance
company is Moldasig (15.02%), followed by Asterra group (15.23%) and Moldcargo (12.06%).
The insurance company Grawe Insurance Carat held a commanding market share - 13.85% of
CASCO insurance market for legal entities.

The domestic compulsory motor third party liability insurance market for individuals recorded a
moderate level of competition. The HHI was equal to 1750.14. Moldasig owned the biggest
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market share with a value of 35.38%. Regarding domestic motor third party liability insurance
market for legal persons it was registered a value exceeding the upper limit of HHI (2000). Thus,
there is a high degree of market concentration and the market power is held by a limited number of
companies. The insurance company ,,ASITO” held a market share equal to 48.33%, followed by
Moldasig with 11.34%.

The ,,Green Card” liability insurance is a type of compulsory motor insurance for vehicles that
travel abroad. The ,,Green Card” certificate of insurance is issued on behalf of the National Bureau
of Motor Insurers and certifies the existence of compulsory motor liability valid outside the issuing
country [7]. The National Bureau of Motor Vehicles Insurance is a professional, non commercial
legal entity that performs the country’s duties in the Council of Bureaux of the International
Insurance System ,,Green Card”. Also, the Bureau issues the forms of ,,Green Card” insurance
certificate to the insurer licensed to provide external compulsory motor third party liability
insurance. The external compulsory motor insurance services are provided by the insurance
companies after getting a license from the National Commission for Financial Market and holding
membership in the National Bureau of Motor Insurers. On the territory of Moldova 8 insurance
companies are authorized to issue international certificates of ,,Green Card” liability insurance.
The table below shows the structure of the ,,Green Card” insurance market according to market
shares in 2014.

Table 3: Structure of ,,Green Card” insurance market, according to market shares in 2014, %

,,Green Card” insurance
Name _— o
Individuals Legal entities
,,Asito” 0,36 51,29
,Donaris-Grup” 32,35 14,58
,,Grawe Carat Asigurari” 3,84 1,90
,,Klassika Asigurari” 7,90 5,27
»Moldasig” 44,22 16,40
,,Moldova-Astrovaz” 3,20 1,10
,,Moldcargo” 0,0013 0,00
,,Victoria Asigurari” 8,13 9,46
Herfindahl-Hirschman Index (coefficient) 3155,35 3234,62

Source: developed by the authors based on the reports of the NCFM for 2014 [12].

According to the results in the table, we can mention about the strong concentration in ,,Green
Card” insurance market. The Herfindahl-Hirschman Index coefficient for both insurance services
provided to individuals, as well as legal entities exceeded the upper limit of the average level of
market concentration (2.000). Also, it is necessary to note that ,,Green Card” insurance market for
individuals is dominated by services provided by ,,Moldasig” (44.22%) and the leader in the
provision of ,,Green Card” insurance for legal entities is ,,Asito”, with a market share of 51.29%.

On the segments analyzed above a high level of market concentration is shown, namely domestic
auto liability insurance for legal entities and ,,Green Card” insurance provided to individuals and
legal entities. In addition, insurance companies ,,Moldasig” and ,,Asito” hold a significant market
share, more than 40%. According to pt. 13 of the Regulation of the Competition Council on the
establishment of market dominance and evaluation of the abuse of dominant position, if the
company has a market share that exceed 40% in a relevant market, there is the risk that it may hold
a dominant position. Thus, a dominant position on the market between one or more companies is
considered to be conducive to coordinated effects and abuse of dominant position [1]. The abuse
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of dominant position means an unfair and unjustified increase in prices, limited sales, reduced
service quality or limited innovation.

Simultaneously, the ,,Green Card” liability insurance market is characterized by a very detailed
internal and external regulation. The ,,Green Card” insurance is issued based on uniform and clear
rules established at international level by the General Regulation of the Council of Bureaux of the
International Insurance System ,,Green Card”, adopted in Rethymno (Crete) on 30 May 2002.
According to art. 11, paragraph (3) of the Law on compulsory insurance of liability for damage
caused by vehicles, it is prohibited for the insurance companies to collect premiums under the
quantum set by the National Commission for Financial Market.

Thus, taking into account the existing regulations on ,,Green Card” insurance, we would like to
mention that companies which issue ,,Green Card” certificates are unable to influence: the price,
production, product quality, product variety or innovation. Competition is prejudiced if at least one
of the dimensions mentioned above is harmed. In other words, the ,,Green Card” insurance market
is characterized by an environment with no competition between participants and their activity
doesn’t increase the consumer welfare. The competition between insurance companies in this
market is limited to market resources. In these circumstances, even a small number of insurance
companies in the market could not influence the market price or product quality.

Also, we should mention that according to the law on compulsory insurance of liability for damage
caused by vehicles, in 5 years after approval, the insured and insurers should have established the
amount of premiums for compulsory motor liability insurance according to the regulations and
bonus-malus system developed by the National Commission for Financial Market. This action
derived from the need to insure market liberalization and increase consumer welfare.

The insurance companies ,,Moldasig” and ,,Asito” owned a share equal to 38.91% of total gross
written premiums in 2014. Also, in 2014, ,,Moldasig” company collected premiums from liability
insurance in the amount of 159.9 mil. MDL, which represented 56.7% of total gross written
premiums of the company. In addition, in terms of liability insurance, ,,Moldasig” held a share of
25.7% in the total gross written premiums in the sector. Simultaneously, ,,Moldasig” collected
insurance premiums of property insurance in amount of 110.1 mil. MDL, which represented a
share of 39.04% in the total insurance portfolio of the company. However, personal insurance
represented - 4.22%. In parallel, ,,Asito” received liability insurance premiums in the amount of
135.2 mil. MDL, which represented 72.6% of total premium income, followed by goods insurance
premiums with a share of 18.6% (34.7 mil. MDL) and personal insurance - 7.11% (13.3 mil.
MDL). Also, ,,Asito” held a share equal to 21.7% of liability insurance and property insurance -
8.5% of total gross written premiums of the company in 2014. Thus, it can be concluded that both
insurance companies focus on achieving gains from liability insurance, especially from auto
liability insurance (Green Card and internal motor insurance).

The insurance company ,,Moldasig” was founded in 2002 by three state-owned companies:
commercial bank ,,Banca de Economii” with a shareholding of 51%, SE ,Calea Ferata din
Moldova” with 25% and SE ,,Posta Moldovei” - 24%. According to the results of 2003, Moldasig
became one of the top 3 leading companies on the insurance market in the country. In 2004, the
insurance company obtained the status of national insurance company and focused on
infrastructure development at national level. Also, within 3 years the company managed to become
a leader in the national insurance market, in terms of written premiums, growth and liquidity
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dynamics. In the period of 2008-2011, a significant share of the company's shares were purchased
by the group of companies ,,Rosgosstrah” (,,Pocroccrpax”), following the capital increase from 12
million to 60 million MDL. In 2012, ,,Rosgosstrah” sold the majority stake to five private
companies. As a result, among the shareholders are eight legal entities, including three state -
owned companies (Banca de Economii - 10.2%; SE ,,Calea Ferata din Moldova” - 5% and Posta
Moldovei - 4.8%). Currently, based on public data is no clarity on undertakings holding stakes in
,,Moldasig” insurance company. Also, we should mention that in 2011, Moldasig bought 99.9% of
,JAsito Kapital” stocks from Norcross Insurance Company Limited, a company registered in the
British islands. The ,,Asito Kapital” company was established in July 1998 as coordinator of the
insurance and reinsurance activities of the Lukoil Group concerning risks in the oil industry [10].

Regarding the financial results in 2014, ,,Moldasig” collected insurance premiums in the amount
of 282.02 mil. MDL, decreasing by 61.3 mil. MDL compared to the previous year. Also,
compensation was paid in the amount of 232.98 mil. MDL, increasing by 57.6 mil. MDL. At the
end of 2014, the insurance company made a profit of 26.3 mil. MDL, decreasing by 11.8 mil.
MDL compared to 2013.

The insurance company ,,Asito” was founded on June 6, 1991, by decision of its founders and
following the reorganization of the Moldovan State Insurance Department. On September 29,
1999, QBE Insurance Group Limited acquired the majority stake of ,,ASITO”. Currently, ASITO
has a statutory capital equal to 46.5 mil. MDL, consisting of Windon & Flanders Limited majority
stake - 50.1%, a company registered in London. Also, important holders of shares at Asito are
Dorman Management Limited (17%) and Ourimon Venture Limited (16%), both companies are
registered in Cyprus [11]. In 2014, , Asito” collected insurance premiums in the amount of 186.3
mil. Lei, decreasing by 6.6 million MDL compared to the previous year. During the year were paid
compensations in the amount of 42.5 mil. MDL, less with 25.5 mil. MDL compared to 2013. At
the end of 2014, had increased the financial problems in the company. The loss before taxation
was equal to 54.8 mil. MDL, increasing by 34.6 mil. MDL compared to 2013.

For an efficient and effective competition policy, there is a need of adequate and well-designed
means to counteract all sources of harm to competition and consumers. Thus, owning a minority
stake in an enterprise, considering that this person already controls (alone or jointly) at least one
company is a control lever of economic activity, which could create significant barriers to
competition. Under these conditions, it is necessary to publish and inform the supervisor authority
about all shareholders holding stakes in insurance companies and to notify the national
competition authority about the intention to acquire a minority stake in national insurance
company, even if it does not relate to the acquisition of control packages.

5. Conclusions

The insurance market in Moldova is characterized by a moderate level of competition. Among the
arguments to support this statement is the average number of market participants and the top 5
insurance companies had a share equal to 68.75% of total gross written premiums. Ensuring a
healthy competition in this market is one of the main priorities, because insurance is the link that
contributes to economic development in the context of market economy.

Currently, the insurance market is dominated by earnings obtained from CASCO insurance and

internal compulsory motor liability insurance. Motor liability insurance market is dominated by
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the activity of two insurance companies: ,,Moldasig” and ,,Asito”. Also, according to the results,
there is a high level of concentration in the ,,Green Card” market. ,,Moldasig” has a market share
equal to 44.2% of services provided to individuals and "Asito" - 51.3% of the ,,Green Card”
market for legal entities. Under the competition law, a market share greater than 40% is conducive
to coordinated effects and abuse of dominant position.

One of the most important issues that characterize the ,,Green Card” market is the existence of a
detailed internal and external regulatory framework. These require measure implementation to
liberalize the insurance market, which is an economic environment where there is no competition
between the participants and their activity does not contribute to consumer welfare.

Also, in order to promote effective competition policy it is necessary to supervise all the intentions
of gaining control of an insurance company by individuals or legal entities, who own other
companies. In this context, it is proposed to publish the list of the shareholders in order to make
more transparent the control system of the insurance companies.
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Rezumat

Asigurarea unui mediu concurential sandtos pe piata asigurarilor din tara este conditia necesard pentru
functionarea eficientd a sistemului economic actual, precum §i bazd pentru o crestere economicd durabild. Intr-0
economie de piatd functionald, respectarea normelor privind concurenta este necesard in vederea apdrarii
unul din elementele cheie ale sistemului financiar actual din tara.

Tn lucrarea data au fost expuse principalele caracteristici ale pietii asigurarilor din punctul de vedere al
numarului companiilor de asigurare care activeazd pe piata din Republica Moldova, cota de piata definuta de
fiecare companie de asigurare in dependentd de serviciile de asigurare acordate, precum si calculat Indicele
Herfindahl - Hirschman pentru a determina nivelul de concentrare pe piata relevantd a produsului. Scopul lucrarii
este analiza nivelului concurentei pe piata asigurarilor din tara si identificarea riscurilor privind mediul
concurential pe piata datd. 1n textul lucrarii s-a pus accent pe studiul serviciilor de asigurare obligatorii de
raspundere civila auto internd si externd.
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Cuvinte-cheie: piata asigurarilor, concurentd, cota de piata, nivelul de concentrare, asigurari obligatorii de
raspundere civila auto.

Annomauusn

Obecneuenue 300p080U KOHKYPEHYUU HA PbIHKe CMPAX08AHUSA 8 CIPAHE A8AAENCA He0OX0OUMBIM YCl08UeM
0na 3¢pexmusnoco GYHKYUOHUPOBAHUA HbIHEWHEl IKOHOMUYECKOU CUCmeMbl U OCHO80U O/ YCMOUYUB020
9KOHOMUYeCcKo20 pocma. B pamkax @yHKyuoHupyoueli pblHOUHOU 9KOHOMUKYU COONI00eHUe 3aKOHOOAMeNbCmad o
KOHKYpeHYUUu HeoOXo0uMo 01 3auumvl UHmMepeco8 nompebumeneil U NOBbIUEHUS KOHKYPEHMOCNOCOOHOCU
npodykyuu u yciaye. B mo oice epems, pvinox cmpaxoeanus s61semcs 0OHUM U3 KIIOUeBbIX dJIeMEeHMO8 HblHeulHell
@uHaHCOBOU cucmeMmbL.

B Oannoti cmamve aumanusupyromcs OCHOBHble OCOOEHHOCMU CMPAX08020 PLIHKA C MOYKU 3PeHus
KOJu4ecmea cmpaxosblx KOMNAHUL, pabomanuux Ha MOJNOA6CKOM DbIHKE, DPbIHOUHAS OO0Jsi KANCOOU CMpAxo8ou
KOMRAHUU 8 COOMBEMCMBUL C BUOAMU OKA3AHHBIX CIMPAX08bIX YCiye, a makdce gviuucien Unoexc I'eppunoans —
Tupwmana, ¢ yenvio onpedenenus yYpogHs KOHYEHMpaAyuu Ha coomsemcmsyrouem puiHke. Llenvio oannou pabomsi
A67IAemMC  NPoBedeHUue aHAIU3A YPOBHA KOHKVPEHYUU HA CMPAXOB80M DbIHKe CMPAHbL U  GblAGIeHUEe PUCKO8
KOHKYDEeHmMHOU cpedbl HA coomeemcmsyloujem puiHKe. B cmamve nocmasnen axkyenm Ha ucciedosauue yciye
BHYMPEHHE20 U 8HeWwHe20 0053ameIbH020 CIMPAX08AHUsL A8MOSPAHCOAHCKON OMBEMCMBEEHHOCTIL.

Knroueewvie cnosa: cmpaxoeoﬁ PUIHOK, KOHKYpEeHYUA, oos PbIHKA, YPOBEHb KOHYeHmpayuu, obsi3amenvroe
cmpaxoeanue asmozpa:)fcéaHCKoit omeemcmeeHHoOCmu.
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Abstract

The article in the historical context discloses peculiarities of conception of protecting the rights of children
and young people in Russia and other countries of the world. The author has drawn the conclusion that the present
system of protecting the rights of children and youth should be designed in a new way: independent state function of
cultivating sense of justice is very important, in the framework of which system activities of monitoring legal
consciousness of society are necessary to reveal its flaws, to work out corrective action plan to eliminate them, to
prevent from violations of children and young people rights and, if necessary, to ensure their most effective protection.

It is important to codify numerous law norms to protect the rights of children and youth, to strengthen
measures of professional responsibility of persons involved in legal education. It is necessary to develop the law ,,On
the organization of legal education and prevention of infringements of law among children and youth ”, which is to
consolidate measures on maintaining the legal activity of this category of persons, their socially significant initiatives.
Persons enrolled in schools are in need of special protection. Development of normative legal acts relative to the law
and aimed at protecting students is effective in case of consolidation in the State Basic Law of constitutional and legal
status of a child of school age, and which is not identical to status of a capable citizen. Protecting the rights of

children and youth will be effective only if there is a high level of legal awareness and legal culture of the society.

Keywords: the rights of children and youth, legal status of a child, legislation concerning children and youth, legal
education of children and youth, function of the state cultivating sense of justice.

1. Introduction

Actuality of the topic is determined by the fact that, firstly, in the Russian legal science the
problem of understanding and developing effective ways of protecting the rights of children and
young people is not treated as an independent element of the legal system, there are no clear
categories characteristic of it, which leads to the substitution of a conceptual approach by
empiricism [4, 6, 11, 15, 18, 19]. It is often said either about children's rights or the rights of young
people, violating the principle of continuity of the legal status of this category of persons.
Meanwhile, the successful functioning of the state depends in many respects on the state of joint
rights of children and young people, on developing effective mechanisms to ensure their
protection, which requires up-to-date scientific justification for their apprehension on the part of
legal science. Secondly, many of the new legal acts, the number of which has increased under legal
reform and modernization of education, are difficult to implement due to the underdevelopment of
certain acts aimed at supporting children and young people. There is decrease in the educational
component of the legislation, though laws play an important educational function, and laws do not
solely rely on state coercion but persuasion as well.
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2. Degree of investigation of the problem at present

The rights of children and young people are an integral part of human rights recognized by
Russian legal science for several centuries. Nowadays they are embodied in the normative legal
acts regulating the most diverse spheres of life: education, culture, public health, labour, and many
others. This proves that the legislation on children and youth in Russia is not associated with any
one branch of the law and does not stand out as a branch of the legislation, it includes the norms of
constitutional, civil, labor, criminal, criminal procedure and other areas of law.

From the standpoint of the theory legislation on children and young people can be viewed as a set
of normative legal acts regulating the relations where one of the parties are children and youth
(persons under 18 years of age, young citizens up to 25 years, youth and children's public
organizations, business organizations with predominantly youth team of workers, young families,
and so on). The study of the law protecting the rights of children and youth, as well as their
practical implementation allows to conclude that the abovementioned normative legal acts must be
comprehensively integrated, codified in order to ensure uniform and continuity approach to
effective legal regulation of fundamentally important relationship between those who the Future of
the state belongs to.

Legal practice shows that the rights of children and young people are more often applied to when
their violation or infringements of law are stated, when the negative consequences of the offense
manifested themselves.

Meanwhile, from our point of view, the rights of children and youth rights should be considered,
with emphasis on the educational effect of law. This approach will allow the legislature to prevent
the violation of the rights of children and youth, to implement the principle of mutual
responsibility of the individual and the state.

The results of the educational process are not immediately obvious, but they create a strong
foundation for the future development of the rule of law.

3. Methods and materials applied

Study of the identified problem was carried out by using the following methods: logical,
comparative, historical, sociological and quantitative. The mentioned methods were used in the
analysis of legislative and normative acts, national and international ones, regarding the protection
of the rights of children and youth, synthesis of actual state of affairs in the field existing in the
Russian Federation.

4. History of developing law on of children's and youth rights

Formation of the rights of children and young people is associated with the history of human rights
in general. With certain reservations emergence of ideas about the specific rights of children and
young people can be dated from the V-VI centuries BC. They have evolved in parallel with the
theories of universal human equality, as reflected in the Magna Carta (1215), the Petition of Right
(1628), Habeas Corpus Act (1679), the Bill of Rights (1689); Virginia Declaration of Rights
(1776), the Declaration of Independence of the United States of America (1776), the US

50


http://jrtmed.uccm.md/index.php/en

ISSN 2345-1424 http://jrtmed.uccm.md/index.php/en ISSN 2345-1483

Constitution (1787), the Bill of Rights (1789-1791); the French Declaration of the Rights of Man
and Citizen (1789), the Universal Declaration of Human Rights (1948).

Initially, the rights of children and young people as an independent direction in the theory and
practice of human rights was not singled out, their regulatory consolidation was carried out in a
class-limited version. Decisive stage was the bourgeois-democratic revolutions in XVII-XVIII
centuries, which resulted in recognizing the universal nature of the rights of children and young
people from different social strata. The terms ,,child” and ,,young man” for a long time remained
uncertain in the law and in need of protective measures and guarantees on the part of the law and
the state [2].

In the early twentieth century, the rights of children tend to be viewed in the context of the
problems of child labour, child trafficking. Up to 20-ies of the twentieth century different countries
passed some legal acts aimed at the protection of minors in the sphere of Labour. Initially, concern
for children and young people in European countries was realized as ,,one of the directions of the
Christian assistance to the poor”. Eventually it came to be regarded as part of the state system of
prevention of conflicts in society. Surveillance system for children and youth was also being
developed. A number of law acts were aimed at reducing the scope of youth occupational injuries
and preventing the growth of juvenile delinquency. Along with the development of legislation
enforcement practice is formed (in the framework of the courts).

The need for legislation to protect the health of children, and their rights impelled the League of
Nations to adopt the Geneva Declaration on the Rights of the Child in 1924.

Since the 20-ies of the twentieth century there have been two systems of state regulation of
relations concerning children and youth, which were significantly different in concept and
mechanisms. One of them was formed in Germany during the Weimar Republic. It is based on the
ideas of social pedagogy- primarily on postulate of individual freedom of the child - and the rule of
law. In 1922, the Weimar Republic enacted laws on youth welfare - a comprehensive legal act
containing regulatory consolidation of state responsibilities for securing labour and other social
rights of the young man. The law was repealed in the years of fascism and then revived in the
jurisprudence of both emerged after World War 1l German states - East and West Germany: in
1949 West Germany renewed the Act 1922 with the adjustment of a number of provisions
(subsequently amended versions of the Act on the welfare of young people were passed in 1953,
1977, 1986), in 1950 in East Germany there was passed the Law on Youth (subsequent laws on
Youth were passed in 1964 and 1974). After the unification of Germany in 1990 a new law on
assistance to children and young people was enacted. It covered the issues of employment, social
security, family relations. Special rules began to regulate the state support of youth organizations.

In Soviet Russia, one could see a different approach to the development of legislation on children
and youth. This process was influenced by the activities of Vladimir Lenin. For example, after the
11 Congress of RKSM (02/10/1920), the youth public organization - the Young Communist
League (RKSM) acquired special powers to represent the interests of young people and became an
important element of social and state system. Youth policy of the Communist Party was enshrined
in legislation.

The next important step was the adoption in UN in 1959 of the Declaration of Rights of the Child,
which proclaimed social and legal principles relating to the protection and welfare of children. It
noted that ,,the child, by reason of his physical and mental immaturity, needs special safeguards
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and care, including appropriate legal protection, before and after birth as well”. The document
consists of 10 provisions (principles, as they were called in the Declaration), the recognition and
observance of which should allow ,,to provide children with a happy childhood”.

The end of the twentieth century becomes crucial in the development of legislation on children and
youth. For example laws on social protection of young people were passed in Austria,
Afghanistan, Greece, India, Spain, Italy, China, the Netherlands, Turkey, Finland and Sweden.
Many countries established public authorities for Youth, national programs were adopted.
Measures for the development and passing of legislation on youth were deemed necessary at the
intergovernmental level.

At present, the concepts of the legislation on youth differ on the role of the state in ensuring the
rights of young people. The concept implemented in the US is based on the minimum participation
of state structures in the socialization of young people. Social support for young people is concern
of charitable private organizations. By contrast, the model, typical for Sweden, Finland and other
countries, by contrast, is based on the special role of the state, strict regulation by law of measures
to support young people and youth organizations. Between these models, there are many
transitional options.

In Russia (USSR), the working out draft of Law on Youth (1987-1991) was conducted in
conditions of acute ideological and political struggle in the Soviet society. The development team
suggested that not special rights of young people should be consolidated in the law, but the State's
obligation to support the young person through the adoption of special measures of economic,
legal and organizational character. This provision is important both in social and in legal sense, as
widely spread in society the idea of creating the Youth Act contradicted the prevailing sector
structure of law and the firmly established hierarchy of normative legal acts. That is why, the task
of improving the legislation on young people is not how to build a ,,code of human rights for the
young man”, but in the establishment of principles and guarantees for the realization of state youth
policy in the country. The existing problems showed that some declarative principles were not
enough [5, 7, 8, 13, 14, 17]. It was necessary to have documents, in which measures and ways of
protecting children's rights were fixed on the basis of legal norms. To this end, in 1974, the
Declaration on the Protection of Women and Children in Emergency and Armed Conflicts was
adopted, in 1986 there was adopted the Declaration on Social and Legal Principles relating to the
Protection and Welfare of Children, with Special Reference to Fostering Placement and Adoption
on national (host family - compatriots) and international (host family - foreigners) levels.

For 10 years (from 1979 to 1989), experts from many countries participating in the UN
Commission on Human Rights, had been developing the text of the new provisions on the rights of
the child, which would be the best to take into account all aspects of the child’s life in society.
This document is called the Convention on the Rights of the Child, and was adopted by the UN
General Assembly on November 20, 1989.

Under the Convention, the basic principle of the protection of children's rights is the recognition of
the priority of children’s interests. The most prominent is the requirement of special public
concern about the socially vulnerable groups of children: orphans, the disabled, refugees, etc.

In accordance with these principles: the child has the right to life and development; the child has
the right to preserve his or her identity, including nationality, name and family relations; the child
has the right to liberty, freedom of thought, conscience and religion. This right includes the
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freedom to express their opinions orally, in writing or in print, in the form of art, or through any
other media of the child's choice; child has the right to protection from all forms of physical or
mental violence, exploitation, abuse, neglect or ill-treatment on the part of parents and legal
guardians or any other person who has the care of the child; the child deprived of a family
environment is entitled to special protection and assistance provided by the state; the child has the
right to a standard of living adequate for physical, mental, spiritual, moral and social development.
Mentally or physically disabled child should enjoy a full and decent life, in conditions which
ensure dignity, promote self-reliance and facilitate the child's active participation in society. The
child has the right to health and social security, including social insurance. The child has the right
to education, which should be directed to the development of the personality, talents and mental
and physical abilities to their fullest potential, moral and social development. States undertake to
respect and abide by international humanitarian law concerning children in armed conflict zone.
States shall take all feasible measures to ensure that persons under the age of 15 years do not take
direct part in hostilities. Recognizing the child a separate legal entity, the Convention sets States
the task of preparing the child for an individual life in society, educating him in ,.a spirit of peace,
dignity, tolerance, freedom, equality and solidarity”.

In contrast to the Declaration of the Rights of the Child, which simply proclaimed certain
principles, the Convention has established minimum standards for moralities and law. These rules
are binding on all countries which ratified the Convention. The Convention is the first
international instrument in which the rights of children are most fully set forth: not only economic,
social and cultural, but civil and political rights as well. Another important feature of the
Convention is that for the first time the rights of children acquired the force of international law.

Dialogue between international expert community, national and international organizations to
protect the rights of children and young people was carried on outside the UN - on special
international meetings. Thus in 1990, the World Declaration on the Survival, Protection and
Development of Children was adopted in 1990-s. In addition, a plan of actions for the
implementation of this document was produced. It included practical measures aimed at:

- Improving the lives of children and increasing their chances of survival by way of bigger

access to health care for women and children;

- Reducing the spread of preventable diseases;

- Creating more opportunities for education;

- Solving the food problem; protection of children in emergency zones.

For example, one of the main goals of the World Declaration of 1990 was to reduce by 2000 the
death rate of children under 5 years by one-third. Globally, this ratio was reduced by only 14%,
but more than 60 countries reached the desired result. The number of reported cases of child
malnutrition in developing countries was reduced by 17%. The situation with drinking water was
improved: from 1990 to 2000 another 816 million children got the opportunity to use high-quality
drinking water. Significant progress was made in the field of education: the number of pupils in
primary schools was increased, many countries extended the period of basic schooling, and the
longer is the duration of compulsory education, the higher is the minimum age at which children
are allowed to work.

USSR Law ,,0On general principles of the state youth policy in the USSR” (1991) showed a
fundamentally new approach. At the end of the 90s of the twentieth century there arose a need to

consolidate the following priorities for young people: the observance of the rights of young
53


http://jrtmed.uccm.md/index.php/en

ISSN 2345-1424 http://jrtmed.uccm.md/index.php/en ISSN 2345-1483

people; guarantees for young people in the sphere of labour and employment; promotion of youth
entrepreneurship; state support for young families; guaranteed provision of social services; support
of talented youth; creation of conditions aimed at physical and spiritual development of young
people; support of youth and children's associations; promotion of international youth exchanges.

The Federal Law of 24 July 1998 N 124-FZ ,,On Basic Guarantees of Child Rights in the Russian
Federation”, in which there are significant changes [20], reflects the thesis of the modern concept
of the state youth policy in the most consistent way, but only for those young people who have not
come of age. Attempts (since 1997) to adopt the Federal Law ,,On State Youth Policy of the
Russian Federation” ended in failure (the new membership of the State Duma in 2000 could not
overcome the presidential veto on the law, adopted in 1999).

Important in the process of institutionalization of the rights of young people in our country and
ensuring the conditions for its development were targeted federal programs, such as ,,Youth of
Russia”.

At the level of the Russian Federation legislation on youth represented by the laws of the youth of
the state youth policy of the state support of youth and children's organizations, and others. Such
regulations adopted in more than 40 regions of Russia (in the republics of Bashkortostan,
Tatarstan, Tuva, in the Khanty-Mansi Autonomous District, Volgograd, Moscow, Orenburg,
Saratov, Sverdlovsk and others).

However, the most important problems in the field of children's rights are still unresolved. Every
year more than 10 million children die, although in most cases they could be prevented; up to now
100 million children (60% of them — girls) do not have the opportunity to attend school; 150
million children suffer from malnutrition; AIDS virus spreads among children with catastrophic
speed. There is persistent poverty and discrimination; social services are underfinanced. Millions
of children are still suffering from the exploitation of their labor, child trafficking and other forms
of abuse and violence.

To successfully solve these issues the General Assembly of the United Nations in May 2002
adopted a declaration World Fit for Children, which defines the basic principles for further
developing the system of children's rights protection around the world, as well as an action plan
for its implementation.

The main provisions of the declaration can be divided into three groups:
- Creating the most favorable conditions at the initial stage of life for all children (this includes
issues of child mortality, nutrition, health care, development of social services, etc.). Particular
attention is given to HIV-infected children and to prevention of the spread of the virus among
children and youth;
- Provision of quality basic education for all children;
- Ensuring that all children, especially adolescents have opportunities for active participation in
the life of their communities (opportunities for active participation in society of children with
disabilities, the creation of state systems and programs which allow them to get education,
profession, to go to public places, to participate in cultural and social life of society).

In Russia, in accordance with international documents foundations for national legislation to
protect the interests of children have been created. For example, the Federal Law of 24 July 1998
N 124-FZ ,,On Basic Guarantees of the Rights of the Child in the Russian Federation” was passed;

there were developed the basic directions of the state social policy to improve conditions for
54


http://jrtmed.uccm.md/index.php/en

ISSN 2345-1424 http://jrtmed.uccm.md/index.php/en ISSN 2345-1483

children in the Russian Federation until 2000 (National Action Plan for children), approved by
presidential decree of September 14, 1995 N, and the Action Plan for improving conditions for
children in the Russian Federation for 1998-2000, approved by the decree of the Government of
the Russian Federation of December 18, 1997 N 1565.

Along with the applied federal laws, special acts, defining the rights of the child have been
enacted. In particular, the National Action Strategy for Children for 2012 — 2017 was adopted in
accordance with the Decree of the President of the Russian Federation dated June 1, 2012 N 761.
This document provides a detailed analysis of the situation of children in the country and identifies
tasks that require immediate solution. In particular, it stresses that the Constitution of the Russian
Federation guarantees state support for family, motherhood and childhood. Having signed the
Convention on the Rights of the Child and other international acts in the field of ensuring
children's rights, the Russian Federation expressed its commitment to participate in the efforts of
the international community to foster an environment comfortable and benevolent for children.

The main goal of the National Strategy is to identify the main directions and tasks of the state
policy in the interests of children and the key instruments for its implementation, based on the
universally recognized principles and norms of international law.

For the last decade, providing a safe and secure childhood has become one of the major national
priorities in Russia. The instructions of the President to the Federal Assembly of the Russian
Federation set targets for the development of a modern and efficient state policy in the field of
childhood. Childhood problems and the ways of their solution are reflected in the Concept of
Long-Term Socio-Economic Development of the Russian Federation for the period until 2020 and
in the Concepts of Demographic Policy of the Russian Federation for the period up to 2025.
However, it should be recognized that the legislation on youth is exposed to considerable criticism
in the sociological and law literature. As part of the current debates on the state youth policy and
legislation on youth the most significant are: arising the question of the systematization of
legislative work in this area at a specific conceptual framework, the development of ideas about
public youth policy, the promotion of a new concept of ,,young people's rights”. The peculiarities
of the situation with young people increasingly demand to consider their rights not as a collection
of individual positions, but as an expression of group properties defined by social status and by the
projected life trajectories of children and youth.

5. The essence of the rights of children and youth

The rights of children and young people differ in the time of their origin (in terms of generations
of human rights), in spheres of life activities (politics, economy, culture, etc.). They are considered
from the point of view of existing classifications, paying special attention to personal, political,
economic, social and cultural rights. In this case, the basis for them are individual rights aimed at
protecting health of the new generation, at providing a safe environment during service in the
army, measures to prevent crime.

The modern literature identifies a number of values of children and youth rights [1, 9, 10]. They
are considered as:
1) the inherent properties of the individual, his/her freedom recorded in the norms of national
and international law that provide the most significant opportunities for the development of
above mentioned persons, and the protection of their interests as well;
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2) (in the objective sense) the totality of the specific rights inherent to the obligations enforced
by the state; (in the subjective sense) provided or not prohibited by law the opportunity for
young people to act in a certain way, to commit or not to commit any actions.

Children and young people in the Russian Federation have a special constitutional and legal status.
Its specific character, on the one hand, depends on the possibility of full and independent exercise
of the rights, freedoms and responsibilities by subject on reaching a certain age, and on the other
hand on the need to secure conditions and guarantees by the government for using them in full by
this category of people.

You can find the constitutional rights and obligations of children and young people which have a
one-time implementation, and are mainly used in a particular age. This is the right to receive basic
general education, the right to replace military service with alternative civilian service, the
obligation for doing of military service, the right to freely choose language of training and
education.

It should be recognized that the state provides for special protection of children’s and youth rights.
In Russia, for example, there is a ban on the death penalty for people under 18 years of age; there
are restrictions with regard to lifting weights, to working at night, according to labour law benefits
are provided for those studying and working at the same time; compulsory educational measures
are imposed on juvenile offenders, including transfer under supervision of parents.

State policy priority is: to involve children and young people in social practice and make them
aware of the potential for development in Russia; to develop creative activity of children and
youth; to integrate persons who find themselves in difficult situations in the life of society.

Extremely important is to support the activities and to appreciate achievements of children and
young people especially in the socio-economic, socio-political, artistic and sports spheres; to
involve into real life young people who are experiencing problems in the process of integration
into the society. These primarily include the disabled, graduates of orphanages and correctional
institutions, educational institutions of closed type, victims of violence, warfare, disaster,
emigrants and migrants, persons released from prison, young people and families who find
themselves in social risk position, the unemployed, people living with HIV and young people
dependent on the use of psychoactive substances

Nowadays issues of institutionalizing juvenile law and juvenile justice, aimed at protecting young
people, primarily children have become very important. Although even here both supporters and
opponents of the separate allocation of special children's or youth legislation do not cease debate.

At present, there sprung a problem to support complex efforts to affect social relationships with
participation of young people on legal grounds. These relationships are governed by different
branches of Russian law: constitutional, civil, family, labor, administrative, criminal, penitentiary,
civil procedure, criminal procedure, and others [3, 12, 16].

Thus, due to the fact that the youth belongs to the category of persons who much more often suffer
from negative effects on the part of society, it needs special protection of their rights and
legitimate interests. At the same time, special attention should exactly be paid to minors, those
who still do not have enough life experience, and therefore socially vulnerable in a real complex
legal surrounding.

Unfortunately, in most cases, legal acts, which are being adopted, have only declarative character,
since there are no instruments for their implementation at both the federal and the regional levels.
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In legal literature rights of the child are dealt with separately as the rights and freedoms that every
child (a child is every person under 18 years) should have, regardless of any differences in race,
sex, language, religion, place of birth, national or social origin, property, birth or other status.

Definition of the rights of the child logically follows the basic ideas of the Universal Declaration
of Human Rights. Its separate article is devoted to children. It states that ,,Motherhood and
childhood are entitled to special care and aid”. Thus, recognizing the equal right of children to all
freedoms set forth in the Declaration, the international community recognizes the need for
additional assistance and support to children.

Currently, at the level of legislation and policy documents, it is stipulated in Russia that for the
harmonious development of the individual the child should be brought up in the family, among
friends and loving people in the atmosphere of love and kindness. The task of adults is to help
their child to be prepared for an independent life, to become a full member of society, to create
conditions for child for normal physical and intellectual development.

Practical tool for solving many problems in childhood became the implementation of priority
national projects ,,Health” and ,,Education”, federal target programs. A number of important laws
aimed at preventing the most serious threats to children's rights were passed. New state and public
institutions were established: the post of Commissioner of the President of the Russian Federation
for Children's Rights, the institution of Commissioner for Children's Rights in a number of
subjects of the Russian Federation, the Foundation for Support of children in difficult situations.
Financing of social spending from the federal budget and the budgets of the subjects of the
Russian Federation were increased, new measures of social support for families with children were
taken. For the first time in Russia a large-scale nationwide information campaign to combat cruel
child treatment was carried out, a single number confidential helpline was put into practice.

As a result of certain measures positive trends have taken shape: birth rate has increased, child
mortality has decreased, the socio-economic status of families with children has been improved,
access to education and health care for children have become more available, the number of
children (children deprived of parents' care) adopted in families has increased.

However, the problems associated with creating a comfortable and friendly environment for
children, retain their sharpness and are far from the final settlement. The number of children is
decreasing. A large part of pre-school children and students in general educational establishments
have a variety of diseases and functional abnormalities.

According to the Prosecutor General of the Russian Federation, the number of exposed violations
of children's rights does not decrease. In 2013, more than 93 thousand children were crime victims.
There is low rate of reducing the number of disabled children, orphans and children left without
parental care. There are acute problems of teenage alcoholism, drug addiction and toxicomania:
almost a quarter of the crimes are committed by minors while intoxicated.

The development of high-tech, country's openness to the world community and access to unlawful
content in information and telecommunications network ,.Internet” (hereinafter - the network
,Internet”) have led to vulnerability of children, aggravated the problems associated with child
trafficking, child pornography and prostitution. According to the Russian Interior Ministry, the
number of sites containing child pornography has been increased by almost a third, while the
number of Internet materials themselves - 25 times. A significant number of sites dedicated to
suicide, is available for teenagers at any time.
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According to Rosstat data, in 2014 the share of poor among children under the age of 16 years
exceeded the average poverty rate. Children between the ages of one and a half to three years,
children from large and single-parent families and children of unemployed parents are the most
vulnerable group.

The scale and severity of the problems in the sphere of childhood, new challenges, the country's
future and its security should require from the authorities of the Russian Federation, local
administration, and civil society to take urgent measures to improve children's conditions and their
protection.

The main problems in the sphere of childhood include the following:
-The existing tools for ensuring and protecting the rights and interests of children are not
effective enough, the failure to execute international standards in the field of children’s rights.
-High Risk of poverty at the birth of children, especially in large families and single-parent
families.
-Prevalence of Family trouble, severe treatment of children and all forms of violence against
children.
-Low Efficiency of preventive work with vulnerable families and children, the prevalence of
the practice of depriving of parental rights and prevalence of social orphanhood.
-Inequality between the subjects of the Russian Federation in relation to the volume and quality
of services available for children and their families.
-Social exclusion of vulnerable children (orphans and children left without parental care,
children with disabilities and children who are in social risk group).
-Increasing new risks associated with the spread of information that is dangerous for children.
-Lack of effective instruments to ensure the participation of children in public life, in deciding
matters that affect them directly.

At present the key principles of the National Strategy are defined:
1) Implementation of the fundamental right of every child to grow up in a family.
2) Protection of the rights of every child.
3) Maximum development of each child development.
4) Securing health of each child.
5) Technologies of assistance focused on the development of internal resources of the family,
the satisfaction of needs of the child with the support of the state.
6) Special attention to vulnerable children.
7) Ensuring professionalism and skill while working with each child and his family.
8) Partnership in the name of child.

In the Russian Federation childhood policies should be based on the technology of social
partnership, social and professional expertise, implemented with the participation of the business
community, through the involvement of non-governmental organizations and international partners
to solving current problems related to securing and protecting the rights and interests of children. It
IS necessary to take measures aimed at creating a free market of social services, a system of social
control in the sphere of provision and protection of children's rights.

National Strategy is developed for the period up to 2017 and is designed to ensure the
implementation of the existing international standards in the field of children's rights, the
formation of a unified approach by the government of the Russian Federation, local authorities,
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civil society and citizens in the definition of goals, objectives, activities and priority measures to
address the most pressing problems of childhood.

Nowadays, the Russian Federation requires designing an effective system of child protection,
standards of ensuring protection of the rights of the child, the mechanism of the planned execution
of the Convention on the Rights of the Child and the concluding remarks of the UN Committee on
the Rights of the Child at the interdepartmental level. The federal coordinating executive body for
working out and implementing the state children policies. Activities of the guardianship authorities
to protect the rights and interests of children are in need of improvement.

6. Findings

The rights of children and young people should be considered as a single set of rights having
priority for the development of the future state. The state is to ensure maintenance and protection
of these rights by creating conditions for the development of standards. In its turn, the latter should
provide a high level of legal education of the younger generation. They will be the basis for
observance of and respect for human rights in general in the state.

Development of a democratic, legal and social state is impossible without independent function of
cultivating sense of justice due to the close relationship of state and law. It is aimed at ensuring a
high level of legal awareness and legal culture. Its important component in the implementation is
activities on legal education of children and youth that will have a significant impact on the
observance and protection of the rights of this category.

While working out regulations affecting the rights of children and young people, it is necessary to
take into account a constructive approach to the sense of justice of children and youth we propose.
It implies a systematic monitoring of the state of legal consciousness, which is understood as a set
of quantitative and qualitative assessments of the sphere of directions, experience and motivation
of justice. This will enable more clearly to work out and consolidate in rule-making ways and
means of crime prevention, maintenance of lawful behavior of children and young people,
protection of their rights.

The leading components in sphere of directions are relatively independent blocks: logical and
normative, emotional and employing images and essentially volitional. Their condition first of all
determines the level of legal awareness and legal culture. Under the transitional nature of the legal
system these components of legal awareness may contradict each other, which determines the
instability of legal behavior and requires systematic work on legal education.

Protection of the rights of children and young people depends on the legal culture of society. In the
framework of this culture it is necessary to consider legal culture of children and youth separately.
Unlike definitions of legal culture, cited in legal literature legal culture of children and youth
(specific character of legal personality is taken into account) is defined as a type of legal culture of
society, representing a degree of learning and practical application of legal values, perceived as
succession of legal training and education.

In the development of systems of law complex institutions play important role of legal education
with special requirements to those engaged in teaching and legal activities, and which generate
appropriate conditions for legal regulating the process of developing sense of justice, which is the
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most effective in educational legal relationship. Taking into account the specific character of
educational legal competence of children which differs from the conventional understanding of
legal capacity and legal competence in theory of law.

Improvement of legislation affecting the rights of children and young people, naturally implies a
normative expression of the above theoretical model of justice and ways to implement it in the
federal law ,,On the organization of legal education and prevention law infringements among
children and youth”, securing measures to maintain the legal activity of this category of persons,
their socially significant initiatives, legal activities within the framework of legal personality.

In order to systematize the legislation it is advisable to codify it taking into account that we have
worked out standards of legal education institution, on basis of international standards for the
protection of the rights of children and youth. It becomes absolutely necessary in this connection
to have code ,,Children and young people”. Development of subordinate legal acts aimed at the
development of legal consciousness of students will be effective in the case of consolidation in the
Basic Law of the State of constitutional and legal status of children of school age, which is not
identical to the status of a competent citizen.

Condition for the effective protection of children and young people is their socio-legal activity as a
property of lawful behavior and activities in the field of law, which determines not only law
abiding but law consistent behavior and activities of the individual. Its principal difference is the
legal activity, respect for rights and law, objectively expressing the internal needs of the
individual. Priority for the Russian government is to develop and implement a single integrated
national program for improving the legal culture of children and youth on the basis of continuity
and accumulated experience.

Such categories of people as the disabled, students of orphanage and correctional establishments,
educational institutions of closed type, children of immigrants and migrants, persons released from
prison, addicts, children, victims of violence or warfare, accidents, etc require special legal
support. They need suitable targeted programs to involve them into active legal life and to prevent
crime.

To solve the problems of protecting the rights of children and young people we need: new laws, a
system of measures for their implementation and ensuring their efficiency, creating a system of
monitoring the process of legal education and enlisting services of the general public.

Systematically organized implementation of the educational function of the state will allow for the
prevention of violations of the rights of children and young people, to protect these categories of
population and to create conditions for their successful legitimate activities in the future.

The issues raised in this article need further comprehensive development. Special attention should
be paid to the study of constitutional and legal status of school youth, and to prevention of juvenile
delinquency. To increase the legal culture the further expansion of research of the level of legal
knowledge, skills, values, legal attitudes of adolescents becomes very important. The study of their
legal psychology is of particular relevance. Among the issues to be further investigated we can
mention such as the educational function of educational legislation; regulatory support of public
organizations activities on legal education of citizens; formation of professional sense of justice in
law schools.
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©oNoGORA~WDNERE

Rezumat

In articol, prin context istoric, sunt descrise particularitifile constientizarii fenomenului protectiei
drepturilor copiilor si a tineretului in Federatia Rusd, precum si in alte tari ale lumii. Autorul a conchis ca
actualmente protejarea drepturilor copiilor si tinerilor ar trebui sa fie conceputa intr-un mod nou: este foarte
importantd, in acest sens, independenta functiei juridice educationale a statului, in care e nevoie de Tncadrat
activitati complexe, de sistem, de monitorizare a constiintei juridice a societatii, ce va identifica defectele acesteia,
va determina planul masurilor de inlaturare a ultimelor, preintimpinare a incalcarii drepturilor copiilor si tinerilor
si, dacd este necesar, sd asigure cea mai eficientd protectie a lor.

Sunt necesare: codificarea multiplelor norme juridice in domeniul protejarii drepturilor copiilor si
tineretului, consolidarea masurilor responsabilitatii profesionale ale persoanelor implicate in educatia juridica.
Necesita elaborare Legea ,, Cu privire la organizarea educatiei juridice si prevenirea criminalitatii in ¥indul copiilor
si tineretului”, ce va asigura sprijinirea activitatii categoriilor de persoane nominalizate, initiativelor lor sociale
importante. Protectie speciald necesita scolarii. Elaborarea actelor legislative subordonatoare, aferente protectiei
tineretului studios, poate fi eficientda in cazul fixarii in Legea fundamentald a statului a statutului constitutional-
Juridic al copilului de virsta scolard, care diferentiaza de statutul unui cetdtean cu capacitate de exercitiu. Protectia
drepturilor copiilor si tineretului va fi eficace doar in cazul existentei unui grad sporit de constientizare juridica si
prezentei unei culturi juridice a societatii.

Cuvinte-cheie: drepturile copiilor si tinerilor, statutul juridic al copilului, legislatia aferentd copiilor si tineretului,
educatia juridica a copiilor si tineretului, functia juridica educationala a statului.

Annomauusn

B cmamve 6 ucmopuueckom KOHMEKCMe PAcKpulibl 0COOEHHOCMU NOHUMAHUS 3Auumvl npag oemeu u
Mmonodedcu 6 Poccuu u opyaux cmpanax mupa. A6mopom coeiansvl 6b1600bl 0 MOM, YO COBPEMEHHAs. 3auuma npas
oemetl U MOI00ENCU OONHCHA BbICMPAUBAMBCSL NO-HOBOMY: BANCHA CAMOCMOSAMENLHOCbG NPABOGOCHUMAMENbHOU
@ynxyuu 2ocyoapcmea, 8 pamKax KOmMopou HeoOX00UMbl CUCTEMHbLE MePONPUSMUSL N0 MOHUMOPUHZY NPABOBO2O
CO3HAaHUsL 00Wecmaa, Ymo Nno360JaUMm GbIABUNMb €20 OedheKmbl, Onpedelums NiaH KOPPeKmupyiowux 0eiucmsuti no ux
YCmpaueHuro, npeoomepamums HapyuleHus npas oemeil U Moa00exCu u obecnedums npu Heooxooumocmu Hauboiee
aghpexmusHyIo ux 3auumy.
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Baoicro nposecmu  koOugurayuio MHO20YUCTICHHBIX HOPM RpaA8a 6 o0acmu 3awumvl npas oemei u
MONOOEICU,  YHCECMOUUMb  Mepbl  NPOPECCUOHANLHOU  OMBEMCMECHHOCU Y,  3AHUMAIOWUXC  NPABOGHIM
socnumanuem. Heobxoouma paspabomka szaxona «O6 opeanuzayuu npagoeo2o GOCNUMANHUA U NPOPUIAKMUKE
npasonapywenuil cpedu demetl u MOLOOEHCU», 3AKPENIOUWE20 MEPbL N0 ROOOEPAHCAHUIO NPABOGOL AKMUSHOCU
VKA3QHHOU Kame2opuu auY, ux O0OWecmeeHHO-3HAYUMbIX uHuyuamus. B 0coboil sawume Hyxcoaiomces auya,
obyuaiowuecs 6 wrone. Paspabomka noo3aKoHHbIX HOPMAMUEHBIX NPABOSGLIX AKMOE, HANPAGICHHIX HA 3AUUINY
yuawetics monooedxncu, 3¢ppexmuena ¢ ciyuae 3axpenienus 6 OCHOGHOM 3aKOHe 20CY0aApPCMEA KOHCMUMYYUOHHO-
npasogoco cmamyca pebeHKA WKONbHOZ0 603DACMA, KOMOPHI He MONCOeCMEEHEeH Cmamycy 0eecnocoOH020
epavicoanuna. 3awuma npae oemeil u MoL0Oexcu b6ydem 3Qexmusna moabko npu HAIUYUU 6bICOKO20 YPOBHS
NPABOCO3HAHUS U NPABOBOU KYbmypPbl 06ujecmad.

Knrwouesvie cnosa: npasa demetii u Moa00edicu, NPAgoGo CMamyc pebenKd, 3aKOHO0AMeNbCME0 0 0emsix U
MOon00edcU, NPA8o8oe BOCNUMAHUe Oemeti U MO0 CU, NPABOBOCHUMAMENbHASL PYHKYUSL 20CYOaPCMEa.
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Abstract

The article describes experience of designing a modern information system of university management.
Conceptual provisions are examined both from technical as from management point of view.

Use of the document-oriented management substantiated. Any activities at the university are presented in
information system as some structured documents, which reflect paper documents before implementation of
information system. The need of retaining the history of all changes in the system is substantiated. Not just the
current status, as practiced in most information systems. It is shown that the calculation of the current state of the
object based on the history of changes can be made on the fly without substantially reducing performance.

Advantages and experience of use of the web interface and the open source software, especially for the state
universities are considered. Interaction of subsystems is discussed. It is proved that a complete integrated
information system should include all main divisions, starting with Planning and finance department and the HR
department, and ending with chairs and support units.

Keywords: information system, university, management, integrated.

1. Introduction

University management requires coordinated work of hundreds of teachers and administrative
staff. The main objective of the university is to teach students the advanced knowledge. Good
management should be based on timely information about all the processes that take place in the
object of management. There must be effective, both direct control and feedback [1].

Thus, we come to the need for rapid processing of large amounts of information, and the sources
of this information may be hundreds of people, and the results of its processing should be available
to thousands users. The solution of this problem is possible only with the use of modern
information technologies. As shows experience of development and deployment of the various
information systems, the greatest effect can be reached only at creation of the integrated
information systems where it is possible to check a correctness of entered information and to
ensure its safety and optimum processing. At the same time, modern communications allow you to
combine a variety of clients in a single system, regardless of where they are - at work, at home or
on the road [4].

Another, perhaps more important problem, which solves an integrated university management
system is the implementation of best management practices embodied in the information system.
Not information system adapts to the existing management practices at the university, on the
contrary, university management changes using advanced methods and techniques embodied in the
system.
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2. Conceptual provisions

Development of the university management system ,,Electronic University” (EU) at Khmelnitsky
national university has begun since 1999. From the beginning we have to solve the range of
conceptual problems. First of all, how to store changes? Many information systems store only
current state of their objects. But many reports need information from some time range. For
example, how many students moved from budget to contract form of financing during the year?
You can’t find it when your system store only current state. You can find this information if you
calculate aggregates during data changes, but in many cases, when data changes happen, you don’t
know what you should calculate. When at the yearend you receive request to make report, that
must include some new aggregate (and this is happens very often) you can’t calculate them from
current state. So the only solution is to store all history of the changes. But all changes in the
university are made as a result of some order or some other kind of document.

So the basic concept of the integrated university management system is ,,document-oriented
management”. Any activities at the university are presented in the information system as some
structured document, which reflects paper documents before implementation of information
system. Structured information can be easily processed providing fast and consistent way for
achieving any kind of analytics and aggregated information. Change of any object’s state in the
system is fixed by separate record with the indication of time of change that allows to determine a
condition of all system at any moment [1].

For example, the operator of the dean’s office can change work date at any value in past or future
and any data will be shown on that date. This means that list of groups, list of students are shown
on work date. It may be useful, when you need to reprint diploma which was issued several years
ago. At that case you don’t need some special interface to find students who graduated, you may
use the same interface as for current students [2].

Other case: admission commission issues orders from the first of September, but dean’s office
starts to work with students before September. Solution is the same, you can change work date to
appropriate in the future, when admission order will act, and do what you want.

Our experience shows that with normalized and indexed tables you can calculate current state of
any object on the fly without need to store it in the database. For example, on the 8 years old
server list of the academic group on given date is calculated in less than 0.1 second. In the case,
when calculation on the fly is too slow, you always may save current state to the database, but that
reduces flexibility and increases amount of data.

The second conceptual problem is how work with the information system (IS) is arranged. IS is
evolving permanently, so traditional client-server technology with custom client applications incur
huge problems with software updates. The other option is to use web interface. Pros of this option
are platform independence, no software update problems — all updates are made on the server and
are accessible for users immediately, security — all data transferred by secure connections using
industry proven technologies [3].

Access to information system functions are performed only by authorized users.
The other conceptual decision made in our IS was to use only open source software. It is especially
important for universities with its restricted budgets.
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Any information entered into the system once by the appropriate department and reused elsewhere
in the system as needed.

Distribution of authority, even in one university may change over time, so the distribution of
authority in the information system must be specified flexibly either at the level of workplaces,
and personally with aid of roles system.

3. Interaction of subsystems

In the root of subsystems hierarchy is Planning and Finance Department. It is responsible for the
formation of staffing, based on which the personnel department carries out all orders on the
movement of personnel (Figure 1).

Also, the personnel department supports the relevance of personal cards of employees, tracks sick-
lists and leaves, controls the total amount of the employee’s salaries.

Based on information from the personnel department all other departments obtain the current list
of teachers and the rest of personal information as needed.

Historically the accounting department is not a part of EU. It has its own closed information
system, but we have close integration: IS of accounting department has direct access to lists of
students and employees at any date. In turn, EU can read information about student’s debts.

In Ukraine admissions commission has to input information about entrants in the Unified State
Electronic Database of Education (USEDE). Actually, entrants can apply in the electronic form
from home, without need to go to universities. In that case they come to universities only to bring
originals of documents. Although universities can input information about entrants in USEDE
through SOAP APl we have decided to enter information about entrants directly into USEDE
using its web interface. This is because frequent changes in the entrance rules from year to year. Its
implementation in the information system is quite complex and costly, but all of them are needed
only for entrants and wouldn’t be used in further work. We use SOAP API to import new students
from USEDE, so both systems are used for their primary purpose. As we think its optimal
decision.

Student’s staff department provides relevance of student’s personal information and executes all
orders on their movement. Preparation of orders can be carried out in the relevant dean's offices.
The system allows executing part of orders directly by dean's offices without student’s staff
department control. For example, orders on transfer from one group to another (same specialty),
transfer to the following course. Orders applications, prepared by dean’s offices are automatically
collected in student’s staff department into order, printed, signed and after that approved in
information system. After that the order is exported to USEDE via SOAP API.

The chair forms curricula, coordinates them with educational department which approves them,
the approved curricula are blocked for changes. On the basis of the approved curricula every year
the chair forms working curricula which are coordinated with dean's office and educational
department. Educational department coordinates the whole educational process at the university,
and can also assist chairs in the development and coordination of curricula [1].

On the basis of the approved working curricula the dean's office forms individual student’s
curricula (taking into account their choice).
65


http://jrtmed.uccm.md/index.php/en

ISSN 2345-1424

http://jrtmed.uccm.md/index.php/en

ISSN 2345-1483

Plannina and Finance

o Staff list

I~

Personnel department

lists, holidays ...

Personal cards of employees
Orders on movement, sick-

e Personal files

e Register, log

e Integration
USEDE

with

Educational department

Schedule of the educational
process
Accounting  of
educational process
Accounting for auditoriums

ensuring

Scheduling

Mk

T

e Curricula
e Workina curricula

Load assignment

|

y

Student’s staff

e Movement’s orders
e Personal data
e Exportto USEDE

7

-

Student’s study card
Grade sheets
Individual curricula
Diplomas

Accounting of practice

- T

e Work proarams e Control of entered
. -7 i i
e Electronic grade book - information
e Personal plan
Administrators Employees e Reporting, Rating
Graduates department Educational-
methodical department
e Student distribution - -
Base of the enterprises Professional * Business trips
e Communications with the development e The legal
Employment Service accounting framework
( O @ /
e Workflow e Reports Rector, IS of leqal entiti .
o Messaging e Analytics Vice rectors, of legal entities Individuals
S |- useoe . Envan
Deans e Financial Services Authority | |e Graduates

Figure 1: Functional diagram of IS ,,Electronic University”
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On the basis of individual student’s curricula chairs assign load for teachers. On the basis of the
load assignment educational department creates a schedule.

The educational department also forms the schedule of educational process, performs accounting
of ensuring educational process by literature, computers, audiences and so forth.

Dean's office provides the control and organization of the educational process, forming, printing
and input of semester and interim grade sheets, control of student’s curricula implementation,
accounting practices, the formation and printing of diplomas, study cards and other necessary
documents. Inside the dean's office access to its functions can be divided further into functional
roles, such as Methodist, Deputy Dean for Academic Affairs, Deputy Dean for educational work,
etc [2].

The teacher creates the work programs of their disciplines, enters current grades and attendance in
electronic grade book, forms an individual plan and report on progress, on the basis of which its
personal rating and the rating of the chair are formed.

Students monitor all information about them entered in the system, both personal and academic.
Also, if necessary, we can provide students with an opportunity to form individual curricula based
on working curricula approved by the dean's office.

Graduates department distributes students, support base of companies and provides a
communication to the employment service, graduates.

Educational - methodical department keeps records of information on professional development of
teachers.

Chancellery generates orders for business trips and travel sheets, forms the legal framework of the
university, delivers and monitors execution of documents by the university.

In addition to specialized roles the system has role without specialized functions for an employee
of any department to ensure authorized access to the system-wide functions, such as document
workflow, messaging, schedule. All departments have access to the workflow system that enables
the formation of documents, track deadlines and control of execution. Also, all workplaces in the
system have the ability to exchange messages between users of the system.

All system workplaces provide relevant reports, documentation and analysis. This takes into
account the subordination of departments, such as deans have access to the relevant chairs,
directors of institutes — to the dean's offices, the rector and vice rectors — dean's offices
information, etc.

On the basis of information about the activities of the university (reports, analysis) management
makes reasonable decisions and manages the university by orders.

Also single individuals can interact with the system, not only internal users, for example entrants,
graduates.

4. Conclusions

Thus, the information system built on the basis of these provisions will provide operative input of
all information necessary for the management of the university. This eliminates duplication of
input data, and hence increased efficiency. Since each type of information is administered only by
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relevant competent people, it provides a correct input data. As the same information is reused in
various divisions, in addition, it provides control of reliability and timeliness of input of
information. Existence of all information in the uniform integrated system will allow to process
most of it effectively and to receive the operative, actual, complex analysis of university’s activity.

At the same time, the system incorporates leverages to ensure operational control, as the decision
making (using the workflow subsystem) and indicative (using different ratings). As a result, we
can talk about an increase in both the efficiency of university’s activity and the quality of
education.
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Rezumat

In articol se examineazd experientd elabordrii unui sistem informational modern de gestiune a unei
Universitati. Cadrul conceptual este abordat afit din punct de vedere tehnic, cit si din punctul de vedere al
managementului universitatii.

Este fundamentata gestiunea universitdtii orientata documentar. Orice activitate in universitate se prezintd
n cadrul sistemului informational prin documente structurate, care corespund documentelor de hirtie aplicate pind
la implementarea sistemului informational. Este argumentatd necesitatea pdastrarii istoriei tuturor modificarilor
intervenite in sistem si nu doar informatia despre starea curentd, asa cum se practica in majoritatea sistemelor
informationale. Se marcheaza ca identificarea starii curente a obiectului, bazata pe istoria modificarilor, poate fi
indeplinita rapid, fara reducerea semnificativa a performantei.

Preponderent pentru universitatile de stat sunt examinate avantaje si experienta utilizarii interfetei Web si
software-ului Tn acces deschis. Se cerceteaza interactiunea subsistemelor. Se demonstreaza ca un sistem
informational complet integrat ar trebui sa includa toate subdiviziunile de baza, Tncepind cu departamentul
financiar-planificare si departamentul de resurse umane si finalizind cu catedrele si unitatile structurale auxiliare.

Cuvinte-cheie: sistem informational, universitate, management, integrare.

Annomayus
B cmamve paccmampusaemcst onvlm paspabomiu CO8PEMEeHHOU UHMOPMAYUOHHOU CUCMEMbL YAPAGLCHUSL
yHugepcumemom. Konyenmyanivnvie noiodcenus paccmompenvl Kak ¢ MexHuYeckol mo4Ku 3peHust, max i ¢ moyKku
3PEeHUsL YRPABGIEHUsL YHUBEP CUMEMOM.
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060cH06aHO  OOKYMEHMO-0PUEHMUPOBARHOe  Ynpaesienue yrugepcumemom. Jlobas axmusnocms 6
VHUGepcumenme npedCmasisiemcst 8 UHHOPMAYUOHHOL cucmeme 6 8ude CMPYKMypUupOSAHHbIX OOKYMEHMO8, KOMopbie
COOmeemcmayom  OYMaMNCHbIM  QOKYMEHMAM 00 6HeOpeHuss UHGOPMAYUOHHOU cucmemvl. Apaymenmuposana
HeoOX00UMOCb COXPAHEHUsT UCTIOPUL 6CeX UMEHEHULl 6 CUucmeme, d He MOIbKO MeKYWe20 COCMOsHUS, KaK
npakmukyemcsi 8 Oonvuuncmee unpopmayuonnvix cucmem. Ilokasano, umo GvluUCIeHUe MEKYUe20 COCMOHUS
00beKma, OCHOBAHHOE HA UCMOPUU UBMEHEHULl, MOdicem Oblmb GbINOIHEHO Ha Jjemy 0Oe3 CYuecmeeHHO20
VMEHbUEHUS. NPOU3BOOUMENLHOCHIU.

Paccmampusaiomes  npeumywecmea u - Onvlm - UCNOAb308aHUs  BeO-unmepgeiica u  omxpuimozo
NPOSPAMMHO20 0becnedeHus, 0CODeHHO 0 20CYOapCmEeHnbIX yHusepcumemos. HMccnedyemes @3aumooericmeue
noocucmem. O60CHOBANO, YMO NOIHOYEHHASL UHMESPUPOBAHHASL UHPOPMAYUOHHAS CUCIEMA OONIICHA GKIIOUAMD BCe
OCHOBHbLE NOOPA30eNIeHUs, HAYUHAS OM NIAHOB0-(UHAHCOB020 OMOeNd U 0Moeld KAopos U 3aKaH4usas Kkapeopamu
U BCNOMOAMENLHLIMU NOOPAZOENEHUSMU.

Knroueswie cnosa: qu)OpMaL;uOHHa}l cucmema, ynueepcumem, ynpaejieHue, UunmecpuposarHtue.
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Abstract

Apart from the two sectors of social life, public and private sectors, clear signs of a genuine global
associative revolution have recently been identified which generated the emergence and rapid expansion of a third
sector - the non-profit sector. Being a mediator between the private and public sectors, the third sector includes non-
profit organizations. No matter how much extensive they are, the empirical and theoretical knowledge of them is
critically reduced. The systematic study of non-profit sector has been initiated only in the last two decades, especially
because of acute shortage of information, data, or even distorted information.

Among the myriads of changes to legislation on accounting, it is necessary to estimate the general accounting
adjustment, including non-profit organizations accounting for differences between the provisions of the new NAS and
those applied until the transition date. This article will address recommendations for non-profit organizations to
form accounting policies, to elaborate working charts of accounts, to identify differences in the recognition of
accounting elements, to identify differences in the evaluation of accounting elements, to transfer accounting
balances, applied until the date of transition to the new National Accounting Standards (NAS), to the new accounts.

Keywords: non-profit organization, accounting, accounting policy, working chart of accounts, accounting standards,
financial reports.

1. Introduction

The non-profit sector or the so-called ,.the third sector”, appeared in social life at least four
centuries ago as church activities, charitable organizations, mutual aid associations, private
schools, etc. The rise of the non-profit sector can really prove a significant development at the end
of the twentieth century equal to the rise of the nation-state in the late nineteenth century. The
novelty of this phenomenon refers to the assertion and enforcement of this sector not only as a
distinct entity of organizational life, but also as an alternative for change and improvement of
social life.

A non-profit organization - a legal entity whose primary purpose is other than making profit and is
registered as an association (public association, religious association, party or other socio-political
organization, syndicate organization, union of legal entities, association of employers, etc.),
foundation, institution [1].
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A non-profit organization keeps accounts and prepares financial reports in accordance with the
fundamental principles and rules set out in the Accounting Law, accounting standards, the plan of
accounts and other normative acts [1].

In this context, the changes in accounting legislation determine inevitable changes in the
accounting system as a whole and in the accounting of non-profit organizations as well,
simultaneously reflecting the differences between the provisions of the new NAS and those
applied until the transition date.

2. The investigation of the problem at present, research purposes

The transition to the new National Accounting Standards is made in accordance with Methodical
Recommendations on the Transition to the new National Accounting Standards and pursuant to the
situation on the first day of the reporting period, after elaboration of financial reports and balance
sheets for the previous reporting period.

In the process of transition and application of the new National Accounting Standards non-profit
organizations should commit to the provisions of Article 7 of Methodical Recommendations on
the Transition to the new National Accounting Standards [5], which include:

1) provisions of the new National Accounting Standards and other accounting regulations
shall apply prospectively from the date of entry into force;

2) how to adjust the specific differences between the provisions of the new NAS and those
previously applied is regulated by the compartments ,, Transitional Provisions” of those
standards;

3) comments and examples of NAS and other new accounting regulations are not exhaustive,
but only explain some typical situations on the recognition, measurement and bookkeeping
of accounting elements;

4) EU directives and International Financial Reporting Standards (IFRS) serve as basis for the
elaboration of the new National Accounting Standards and other accounting regulations;

5) discrepancies between basic concepts used in the new NAS and the concepts applied until
the transition date.

Due to a particular type of activity, unlike the private sector, a further study of the transition and
connection of non-profit organizations to the accounting requirements of the new NAS is required.

3. Applied Methods and Materials

The analysis of accounting transition of non-profit organizations to the provisions of the new NAS
requires a comparative study of National Accounting Standards regulations, which were
previously in force, with the provisions of National Accounting Standards in force from
01.01.2015. Moreover, it's necessary to compare and join the provisions of the new NAS with the
Methodical Directives on accounting peculiarities and other non-profit organizations accounting
regulations. The comparative research was carried out by applying the following methods:
analysis, synthesis, comparison, reasoning, observation, charts of accounts, double registration etc.
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4. Results and Discussion Points

The main stages of transition to the new NAS of non-profit organizations set out under Article 8 of
Methodical Recommendations on the Transition to the new National Accounting Standards [5] are
as follows:

1) establishment of accounting policies;

2) development of working chart of accounts;

3) identification of differences related to the accounting elements;

4) identification of differences in the evaluation of accounting elements;

5) transposition of accounting records applied until the date of transition to the new NAS to

the new accounting balances.

When establishing the accounting policies for 2015, non-profit organizations must observe the
provisions of the new NAS, Methodical Instructions on Accounting Peculiarities for Non-profit
Organizations and other accounting regulations.

In accordance with Methodical Instructions on Accounting Peculiarities for Non-profit
Organizations, the non-profit organization must develop and implement its own accounting
policies which will include the following elements:
o Type and directions of statutory activity;
o Sources of funding structure;
o Organization of accounting department;
o Applied accounting system;
o Compilation and use of primary documents and accounting records;
o Recognition, valuation and accounting methods of bookkeeping elements, including those
specific for non-profit organizations:
= gspecial purpose funds and contingency funds;
= contributions of founders and members;
= tangible and intangible assets, current and other types of assets acquired on the account
sources obtained from statutory economic activities;
= tangible and intangible assets, inventories and other current assets received free of charge
from third parties;
= assets under economic management;
= exchange rate differences and differences in the amount related to transactions carried out
on the account of special purpose funds;
= interest from the investment of special purpose funds;
= revenues and expenditures;
= non-profit organization funds, etc.
o Independently developed procedures, including the accounting for:
= funding sources to cover administrative costs, maintenance of non-profit organization,
program and other expenses;
= self-financing sources used for special missions;
= wages, taxes and related fees calculated from different funding sources, etc.;
o Other methodical and organizational aspects of bookkeeping.

The following things can be attached to the bookkeeping policy:
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= forms of primary documents and account ledgers elaborated by the non-profit organization
on its own;

= function list of persons responsible for the drawing up and signing of primary documents
and account ledgers;

= plan of working bookkeeping accounts;

= jtems and deadlines for making the inventory;

= other necessary information that has an impact on how to keep account of economic facts
(for example, grantors’ specific conditions or provisions from the normative acts regulating
the activity of non-profit organization, regarding the use of special purpose funds, fuel
consumption norms, etc.).

Similarly, in developing their bookkeeping policies non-profit organizations must take into
account the provisions of NAS ,,Bookkeeping policies, changes of accounting valuation, errors and
subsequent events”. Besides establishing the way of selection, application and changing
bookkeeping policies, the provisions of this NAS also refer to the way of changing the accounting
valuation, error correction, subsequent events accounting and presenting the related information in
financial statements, which is not present in the methodic indications provisions regarding the
bookkeeping particularities within non-profit organizations. NAS ,,Bookkeeping policies, changes
in accounting valuation, errors and subsequent events” shows the need of setting materiality in
bookkeeping policies.

Materiality - the entity default criteria for determining the need to submit or correct information in
the financial statements, taking into account the potential influence of these presentations or
corrections on the economic decisions of users.

From the above information it is obvious that it is needed to indicate the materiality in the
accounting policies of non-profit organizations as well.

Accounting policies are approved for each year of management by the non-profit organization
leader by means of a decree issued on the bases of the decision of its governing body. The newly
created organization approves its accounting policies till the financial statements for the first
administration period are presented, but not later than 90 days from the date of registration.

The possibility of developing the working chart of accounts (the second stage of transition to the
new NAS) is provided both by the new NAS regulations, as well as by the methodical instructions
regarding accounting peculiarities within non-profit organizations.

The working Chart of Accounts of non-profit organizations must be developed according to the
requirements of the new NAS and the General Plan of the chart of accounts, taking into account,
however, the methodical indications recommendations regarding accounting peculiarities within
non-profit organizations. It must comprise synthetic accounts, sub-accounts and analytic accounts
required for keeping record of non-profit organization accounting elements.

Differences related to the recognition of accounting elements are identified on the date of
transition to new NAS. For this purpose the entity examines all accounting elements and:
1) derecognizes (eliminates) accounting items that do not meet the recognition criteria under
the new NAS;
2) reclassifies accounting items that do not meet the classification criteria set by the new NAS.
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Accounting elements recorded before the date of transition to the new NAS that do not meet the
recognition criteria of the new NAS are derecognized. Basic accounting records regarding
derecognition of accounting items that do not meet the recognition criteria under the new NAS for
non-profit organizations are as follows:

1. Derecognition of formation expenses from the intangible assets:

Debit 335 ,,Resulted from the transition to the new accounting regulations”

Credit 111 ,,Intangible assets”;

2. Settlement of the amortization related to the formation expenses:

Debit 113 ,,Amortization of intangible assets”

Credit 111 ,.Intangible assets”.

Differences related to the evaluation of accounting elements occur where the new NAS establish
other rules of assessment than those provided in the standards applied before the date of transition
(e.g. reduction amounts from the fixed assets revaluation cannot be recorded as equity
component/capital, and the related borrowing costs of qualifying assets production recognized
before the date of transition as current expenses can be capitalized).

Basic accounting records regarding accounting elements valuation as required by the new NAS are
as follows:
1. Settlement of existing reductions from the revaluation of fixed assets:
Debit 335 ,,Resulted from the transition to the new accounting regulations”
Credit 341 ,,Differences from revaluation of long-term assets”;
2. If after the date of transition to new NAS the subsequent measurement of intangible and
tangible assets, according to the entity's accounting policies, are carried at cost, then the
existing excess is settled from the revaluation of fixed assets:
Credit 341 ,,Differences from revaluation of long-term assets”
Debit 335 ,,Resulted from the transition to the new accounting regulations”.

Accounting elements recorded before the date of transition to the new NAS that do not meet the
classification criteria of these standards are reclassified (e.g. subsidies, except those submitted by
state, municipal and other similar entities, including public institutions with financial autonomy,
are transferred from equity component to debt composition and duties towards the owners
regarding additional capital contributions to the joint stock - from debt to equity component). In
non-profit organizations records may appear accounting records concerning:

o transfer of owned real estate for value growth, renting or for undetermined purpose, to the
real estate investment/investment property to account 151 ,,Investment Property”;

e excess reclassification from fixed assets revaluation from account 341 ,,Differences from
revaluation of long-term assets” to account 343 ,,Other elements of equity component” in
case if after the date of transition to new NAS the subsequent measurement of intangible
and tangible assets, according to the entity's accounting policies, are carried out at
revalued amount;

e transfer of fixed assets to account 217 ,,Goods” for assets that are held for sale;

o reclassification of financing and special purpose revenue related to grants from accounts
423 ,,Financing and special purpose revenue”, 515 ,,Current anticipated incomes” and 539
,,Other short-term liabilities” to accounts 424 , Anticipated long-term incomes” and 535
,Current anticipated incomes”.
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Accounting balances of charts of accounts applied before the date of transition to the new NAS
transpose into the new charts of accounts by drawing up correction accounting records. In this case
it must be taken into account the fact that in the general plan of charts of accounts additional
accounts have been introduced, the codes and names of certain accounts have been changed, some
accounts have been divided and merged. Non-profit organizations specific operations regarding
charts of accounts balances can include the following:

e transposition of non-profit organizations funds balances from account 342 ,,Subsidies” to
account 341 ,,Funds”;

e transposition of financing balances and long-term special purpose revenues regarding
special purpose financing from the budget, grants, financial and technical assistance,
donations, contributions of founders and members of the organization and other special
purpose financing and revenues from account 423 ,Financing and special purpose
revenue” to account 425 ,,Long term finances and special purpose revenue”;

e transposition of long-term debt balances regarding goods received for economic
management from account 423 ,,Financing and special purpose revenue” to account 427
,,Long-term debt regarding goods received for economic management”;

e transposition of other current liabilities balances regarding special purpose financing from
the budget, grants, financial and technical assistance, donations, contributions of founders
and members of the organization and other special purpose financing from account 539
,,Other short term liabilities” to account 544 ,,Other current liabilities”.

5. Conclusions

This research paper deals with the timeliness and necessity of indicating the steps needed for the
transition to the new NAS within nonprofit organizations and new approaches in developing the
accounting policies methodology, the development of the working chart of accounts, records in
accounts according to the indicated stages, regarding the reflection of the differences related to
recognition of accounting elements and their evaluation, as well as the transposition of the
necessary account balances of charts of accounts applied before the date of transition to the new
NAS in the new account balances to be applied mandatorily after 01.01.2015. These approaches
are intended to facilitate the work of non-profit organizations accountants in the transition phase to
the new NAS.
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Rezumat

Recent, in afara de cele doud sectoare ale vietii sociale: sectorul public §i sectorul privat, se identificd
semnele clare ale unei veritabile revolutii globale a asociativitdtii, care a generat aparitia §i expansiunea rapida a
unui al treilea sector - sectorul nonprofit. Reprezentind un mediator intre sectorul privat §i cel public, al treilea
sector include organizatiile necomerciale. Pe cit sunt de extinse, pe atit de redusd este cunoasterea lor empiricad §i
teoretica. Studiul sistematic al sectorului necomercial a fost initiat abia in ultimele doud decenii si mai ales in
perioada recentd din lipsa acutad de informatii, de date, §i chiar de informatii distorsionate.

In spectrul schimbdrilor operate in legislatie privind contabilitatea e necesar de estimat modul general de
ajustare in contabilitate, inclusiv in contabilitatea organizatiilor necomerciale, a diferentelor dintre prevederile
noilor SNC si celor aplicate pind la data tranzifiei la acestea. In investigatie sunt abordate recomandari pentru
organizatiile necomerciale Tn vederea formarii politicilor contabile, elaborarii planului de conturi de lucru,
identificarii diferentelor aferente recunoasterii elementelor contabile, identificarii diferentelor aferente evaludrii
elementelor contabile, transpunerii soldurilor conturilor contabile aplicate pina la data tranzitiei la noile SNC in
conturile contabile noi.

Cuvinte-cheie: organizatia necomerciala, contabilitate, politici contabile, planul de conturi de lucru, standard de
contabilitate, rapoarte financiare.

Annomauusn

B nocneonee epems, 6 oonoanenue Kk 08yM CeKMopam 0OWECMEEHHOU JICUZHU: 20CYOaPCMBEHHOMY U
YACMHOMY, BbIAGNAIOMCA HemKue NPUSHAKU NOOTUHHOU 2N00ANbHOU ACCOYUAMUBHOU PegoIoYUL, NOPOOUBULAS U
cnocobecmsyiowas ObICMpoMy pOCHYy Mpemve20 CeKmopa - HeKommepueckozo. Bvicmynas 6 ponu nocpeonuxa
MeXHCOY HACMHBIM U 20CYOAPCMBEHHbLIM — CEKMOpAaMu, mpemuii Ccexmop Hnpeocmasien HeKoMMepuecKuMu
opeanuzayuamy. OOHOBPEMEHHO OOWUPHBL U 6 THO Jice 8PeMs He3HAUUMENbHbl IMAUPUYEeCKUe U meopemuieckue
3HAHUA O HeKoMMepyecKux opeanuzayusax. Cucmemuoe usyueHue HeKOMMEPUecKo20 ceKmopa Oblio UHUYUUPOBAHO
UMb 8 NOCIeOHUe 08a Oecamuiemus, 0COOEHHO 8 NoCieOHee 8peMs N0 NPUHUHe OCMPOU HeX8AMKU UHGOpMayuu,
oaice UCKANHCEHHOU.

B npoyecce peghopmuposanus 3axonooamenvcmea 6 obaacmu 0yxeaimepckozo yuema HeoOXo0umo 0amo
OYEHKY 00WuUM USMEHEHUAM 8 yueme, 8 MOM YUCIEe U 8 HEKOMMEPYECKUX OPLAHUZAYUAX, PASTUHUAM MENCOY HOBbLMU
HCRBY u nonosicenusamu npumensemvix cmanoapmos 0yxeanmepckozo yyema 00 ux moouguxayuu. B uccredosanuu
npueedensvl peKoMeHOayuu no GopMuposanulo y4emuol NOIUMUKY, paspabomke paboyezo HAAHA CYEMO8, NO
BLIAGIEHUIO PA3IUYULL 8 NPUSHAHUU YUEMHLIX IAEMEHmO8, OyeHKe OYXeanmepcKux dJIeMeHmos, MpaHcno3uyull
0CMAMKO8 C4emo8 8 HEKOMMEPUECKUX OP2AHUZAYUAX HA OAMY Nepexo0d K HOBOI YYemHOU cucimeme.

Kniouesvle cnosa: nexommepyeckas opeanuzayusi, 6yxXeaimepckuil yuem, yuemudsi NOAUmuKd, paboquti niam
cuemos, OyxeanmepcKuti Cmaroapm, PUHAHCOBbLE OTYEmbL.
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Abstract

The valorisation of accounting information contained in the synthesis accounting documents constitutes a
priority for any decision maker mandated to manage the investment interests. This paper presents two ways to exploit
the accounting information contained in the analytical monthly trial balances belonging to a retrospective reference
period equivalent to a financial year (12 calendar months). The first of these concerns the use of accounting
information to identify the best operational activity oriented to minimize the transfer of economic benefits towards
contingent investment of private and public (commercial and fiscal) interests. The second method presented aimed at
using accounting information to identify the best operational activity focused on maximizing control over economic
benefits associated operational resources available.

The research method is based on data envelopment analysis, a nonparametric analysis method which, in the
last 50 years has seen strong growth and wide practical applicability, especially in the management of industrial
production or in public service management. The original contribution of the author aims to use data envelopment
analysis method for processing accounting information contained in a checking accounting balance. The
contribution results in a financial analysis method based on the simplest documentary material but with complex
results useable in further analysis of financial management operations, of the risk of financial position and financial
performance.

Keywords: business valuation, financial analysis of operational regulated right, financial analysis of operational
regulated debt, setting the best operational practices, data envelopment analysis.

1. Introduction

For any decision maker mandated to manage the operational activities of a company which is the
subject to an investment interest, the valorisation of accounting information should be a priority.
Motivation and the argumentations of the research are focused on establishing a method for
assessing the operational activities of the company based on the simplest possible documentary
material with the result in the most complex valorisable data. Under general aspect, the method
proposed by the author is based on the simplest synthesis accounting document, the analytical
monthly trial balance. The used method is based on benchmarking and covers a set of 12 trial
balances, considering that a retrospective reference period equivalent with a financial year is,
sufficiently and necessary, a relevant reference base for the actuality of conjuncture reality
economic.

This paper presents the theoretical framework for two approaches focused on managing economic
benefit available or generated by operating activities to a business. The first approach aims to
identify the best operational activities geared towards maximizing the economic benefits
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associated with control of operational resources controlled and regulated under the right derived
from historical transactions. The second approach aims to identify the best operational activities
focusing on minimizing the transfer of economic benefits towards contingency interests of private
(claimed by reference to a statutory debt) and public (claimed by reference to debt instruments
with commercial and tax regulation).

The analytical method is based on data envelopment analysis. Reference data corresponding to the
accounting significance of turnover creditor are regulated debts and the accounting significance of
debiting is corresponding to regulated rights.

2. The degree of investigation of the problem currently, and purpose of research

The research objective is to establish a way of optimizing the operational activity of an
undertaking which (1) bases on the simplest, most accessible and most complete form of
documentary information, (2) makes use of the wide accessibility computer applications, (3)
permits an assessment of risk in terms of control over the economic benefits available, (4) permits
an assessment of risk in terms of economic benefits disposal of investment in the best interest of
contingency, (5) allows forecasting of best operational practices under two aspects above, (6) uses
the theoretical support of mathematical models and optimization (7) of mathematical knowledge
does not require going beyond the common practice of accounting economist.

Investigations carried out by the author did not identify a similar method applicable to accounting
information in assessing the operational risk of the investment.

3. Methods and materials applied

The author's own research is based on theoretical data envelopment analysis used in a tool spread
sheet program like Microsoft Excel. Author’s research led to a broad accessibility analysis method
but with possibilities of exploitation leading to a comprehensive assessment of the enterprise in
terms of operational risk, financial position and financial performance risk.

4. Results and discussion
4.1. The basis of documentary

As is presented through a trial accounting balance, the operational work performed by an
enterprise during a period from the current reference month is represented as a pair sets
correspondent for the turnovers creditor

reg = (redrel, .., rel, .., rel') € R (1)
representing the means of financing the operational resources through regulated debts specific
contingency claimed by private investors (the statutory debt securities) and public (through public

debt securities, trade and fiscal)
and a set of debiting

rdy = (rdgrdZ,..,rd}, .., rd}) € B2 )
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representing the means of attracting economic benefits associated with control of operational
resources.

A current reference for operational activity, ry = (rdy,rcg), can be assessed by reference to a

retrospective reference period , R, necessary and sufficiently, the size of 12 monthly accounting
period (equivalent to a financial year) considered to be relevant for the economic reality in the
economic sector of belonging:

RD = {rd,|rd, € R%}}

RC = {rc,|rc, € BT} telo _11]} 3

R ={(rD,RC)
Evaluation of the current operational activity can be accomplished either by a correspondence of
creditor turnover

rd, « f(RC) C RT (4)
indicating the subset of feasible financing functions for the debiting current, or through a
correspondent on debiting

RE% 2 u(RD) = rc, (5)
indicating the subset of feasible utility functions for the turnover current creditor, or a mutual
correspondence

u(RD) = {rd;|rc; € fF(RC)}

£(RC) = fre,Ird, € u(RD)} (6)

of credit turnovers and debiting feasible in achieving the operational practice

u(RD) 3 rdy < reg € F(RC) ‘

_ min|Tde € ulRD) = {rd, € BE|(rd,,rc.) € R}
fo = {(rdu, rc) € RY rcg € F(RC) = {rc, € R7|(xd,, rc,) € R}} (7)
all the three approaches being interrelated:
u(RD) 3rdy = rcg € f(RC) < (rdg, rcy) ER (8)

4.2. The method to identify the best operating activities oriented to regulated debt

The evaluation of turnover creditor is focused on identifying the best practice for the financing of
the current debiting by minimizing the transfer of economic benefits towards private interests (the
statutory debt securities law) or public (through commercial and fiscal debt) of contingency.
Whether the operational practice of current reference:

ry = (rdg,reg)|rdy < reg € F(RC) 9)

for which the current debiting, rd;, is achievable through the finance function of the turnover
current debt, rcg, is one of possible financing done from a lot of feasible financing options
belonging to a retrospective reference space, f(RC).

To comply with a principle of fairness, the set of turnovers credit reference space belonging to
retrospective period is limited only to those having aggregate value of the elements (financing
capacity) at most equal to the current turnover debt reference:
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rdy « fF(RC) = {re; . € Z

M
1
rc; = Wre, € RC|re, = reg

(10)

The assessment of turnover credit is in relation to a rational preference relation, <, aimed at
minimizing the economic benefits transfer toward investment interests contingency.
It's called indicator of operational efficiency, the ratio of the aggregate turnover debt and aggregate
value of turnover credit:

rd.}

[

rd, = Zﬂii
Ho E i
=]

It's called fractional indicator of operational efficiency, the ratio of the lowest cumulative turnover
credit identified in the analytical reference and the cumulative turnover credit of particular
reference:

minRC

Tty

(11)

=1,ke o0, (12)

O =

The first stage aims to determine the analytical indicator of relative efficiency, pg:

=rlol = Ha - (13)

Po=ming,

by reference to which all credit turnovers belonging to analytic space are placed on the
indifference curve of the aggregate value

rcf =agp-replog =1
v - reg € f(RC)
Mo =1 ag Ty € FIRC)

iffrc)~ = minRC?

(14)

each specific turnovers registering slack values both at the level of turnovers credit as well as for
the debit turnovers specific level:

( t
6;C£ZPE'TC|;—ZCT;,{ rckJL:Lg“_Jm
] k=1
- (15)
st _ }_ }
k=1
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which is a relative operational activity

reg 1= {ch (16)

reg € F(RC) }
iffrci™ > minRC! V rci™ = minRC = v € F(RC),i =12, .., m

optimized by solving a linear programming problem to identify a strict indicator of operational
efficiency, op:

E

E I:TE'T'C%+5; =ppregi=12,..,m

E
. SR Z ral—6t; =rdlj=12,..
0g = min py = maxz Ot +Z 8 dy (17)
=1 =

leading to an operational activity of strictly rational preference:
rcg € f(RC) }
rcf,{ =minRC* = rc; € fF(RC),i=12,...m

;=
e E
T, .—{‘J"'CD

(18)

In fact, the process of identifying the best operational practices focused on minimizing the transfer
of economic benefits toward investment interests corresponds to a model of data envelopment
analysis conducted in two stages

t
Z =g TCDJ;', 1,2,...m
=1
t
- o - q-rdi—0+d-—rd},j =12,.
mingg, — = Za +Z rn'" = o (19)

i=1

or =

3
VAN

0,k € [0,7]

aiming to identify the best operational practices focuses on minimizing the transfer of economic
benefits to private and public interests contingency:

o) reg = {T‘CE{|QD reh— 6;;11' =12, ...Jm}
rg = (rdg,reg 20
rdy = {de (20)

rw‘+a+.ﬁ;_12 }

4.3. The method to identify the best operating activities oriented to regulated right

The assessment of turnover debit is focused on identifying best practices for the use of operational
control exercised by specific regulatory rights, the economic benefits associated operational
resources available.
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Whether the current operational practice reference:
ro = (rdg,reg)|w(RD) 3 rdy = reg (21)

for which the debiting current, rd,, is a usability feasible to meet current regulated claim, rcg, by
reference to a lot of feasible opportunities identified in the reference retrospective space, u(RD).

To comply with a principle of fairness, the debit turnovers belonging to retrospective reference
space are limited only to those having aggregate value of the elements (operational usefulness) at
least equal to the debiting of current reference:

T

;
u(RD) = rep = 4 rd, rd: € Zﬂir (22)

=1
rdz = ¥rd, € RD|rd, = rd,

The assessment of turnover credit rating is in relation to a rational preference relation, >, oriented
towards maximizing the utility of control over economic benefits associated operational resources
available.

It's called indicator of operational efficiency, the ratio of the aggregate turnover debt and the
aggregate value of turnover credit:

T
rdg

rdy = E rdé

i=1

Ho = m
reg .
rcy = E Ty

i=1

It's called fractional indicator of operational efficiency, the ratio of the largest cumulative turnover
credit identified in the analytical reference, u(RD), and cumulative turnover credit of a particular
reference:

maxﬁ

rdz

(23)

I

1,k €[0,t] (24)

F =

The first stage aims to determine analytical indicator of relative efficiency, @;:

(25)

Wp = Max iy

by reference to which all debit turnovers belonging to the analytic space are placed on the
indifference curve for the aggregate value
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rdl” = ¢y rdllcy = 1
o =Co [:.';I}—

w }'? Tdﬁ = 'H(RD}
rdg =Ty | o rd, € u(RD) (26)

S .
iffrd, = maxRD/

each specific turnovers registering slack values both at the level of turnovers credit as well as at
the debit turnovers specific level:

i t
5 =rch— ) cgrki=12.,m
| 27)

t
st _ Y Y P
6= E 0% T‘di—fpu rdy,j=12..,n
o o
- k=1

which represents an operational activity on relative efficiency

rdg Eu(RD)

3
rdZ :=1rd’ 3 ) i ) }
0 { iff*rdé < maxRD’ v rnif =maxRD’ = ’rd,? g u(RD),j =1.2,..,n (28)

0

optimized by solving a linear programming problem to identify a strict indicator of operational
efficiency, ¢g:

wtl

M n

o ~t

= max = max o+ o |

$o o rek § ral [e=1
i=1 i=1

leading to an operational activity of strictly rational preference:

rdg EulRD) } (30)

-,
rd} =1rd) = .
° { ° lrd] =maxRD/ = rd; € u(RD),j =12,..,n

In fact, the process of identifying best practices focused on maximizing operational control over
the economic benefits associated operational resources corresponds to a data envelopment model
developed in two stages

83


http://jrtmed.uccm.md/index.php/en

ISSN 2345-1424 http://jrtmed.uccm.md/index.php/en ISSN 2345-1483

aiming to identify the best operational practice focused on maximizing the economic benefits
associated with the control of operational resources available:

rC

T ; =
rc, = {*rcé, reg—4&_ 5 ,i=12, ...Jm}
o

ro = (rd;,re;) - 32
] orto rdgz{rdé (32)

o ~Td] + a:d-} =12 n}

J o
o

5. Conclusions
The results obtained by applying the two methods presented are interim results used to assess the
risk of operational activities geared towards maximizing control over strategic economic benefits
or by minimizing operational transfer of economic benefits towards contingency investment
interests.

With reference to each of these methods, it allows the calculations for a large number of financial
risk indicators corresponding to each of the specific operational resources or specific regulated
debts. At the same time, the results are exploited in determining financial position and financial
performance derived affording a different set of risk indicators related to specific rights covered
financial position and specific regulated claims. Finally, the results allow prospecting, under both
aspects, for the best applicable operational activities in the accounting period immediately
following the reference.
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Rezumat

Valorificarea informatiei contabile, cuprinsa in documentele contabile de sinteza, constituie o prioritate
pentru oricare factor de decizie mandatat sa administreze interesul investitional. Articolul prezinta douda modalitati
de exploatare a informatiei contabile cuprinse in balantele de verificare lunare, apartindnd unei perioade de
referinta retrospectiva de dimensiune echivalentd unui exercitiu financiar (12 luni calendaristice). Prima dintre
acestea vizeaza utilizarea informatiei contabile in vederea identificarii celei mai bune practici operationale orientate
pe minimizarea transferului de beneficii economice cdtre interese investitionale contingentd privata si publica
(comerciale si fiscale). Cea de-a doua metodd prezentatd vizeazd utilizarea informatiei contabile In vederea
identificarii celei mai bune activitati operationale orientate pe controlul asupra beneficiilor economice asociate
resurselor operationale disponibile.

Metoda de cercetare se bazeaza pe analiza anveloparii datelor, o metoda de analiza non-parametrica care
in ultimii 50 de ani a cunoscut o dezvoltare continua si o larga aplicabilitate practica, in special in managementul
productiei industriale sau cel al managementului serviciilor publice. Contributia originald a autorului vizeaza
utilizarea metodei de analizi a anveloparii datelor in prelucrarea informatiei contabile continutd in balantele
contabile de verificare. Rezultatele contributiei se constituie intr-o metodad de analiza financiara bazata pe cel mai
simplu material documentar disponibil, Thsa rezultatele complexe obtinute pot fi utilizate in continuare in analiza
financiara a managementului operational, a riscului pozitiei financiare si performantei financiare.

Cuvinte-cheie: evaluarea intreprinderii, analiza financiara a dreptului reglementat operational, analiza financiard a
creantei reglementate operational, stabilirea celei mai bune practici operationale, analiza anveloparii datelor.

Annomayus

Oyenusanue u npumeHenue y4emuou ungopmayuu, cooepicauelics 8 GUHAHCOBbIX Omuemax, AGNemcs
npuopumemom 071 100020 YNpaesisiouje2o UHGeCMUYUOHHbBIM UHmepecom. B cmamve npedcmasnenvl 08a cnocobda
UCNONb308AHU  YYemHOU UH@OPpMAayuu, CUHMEMUSUPOBAHHOU 6 eNHCEMECAUHbIX  0DOPOMHLIX  6€00MOCMSIX,
OMHOCAWASCSL K PEMPOCNEKNMUGHOMY OMYENHOMY Nepuody, IKGUBAIEHMHbLI (hunancosomy 200y (12 karenoapnvim
mecsiyam). Tlepsvlil u3 HUX C653aH C UCRONIBL30GAHUEM OYX2ATIMEPCKOU UHGOPMAYUL 8 YeIAX GbISGNEHUS HAULYYULUX
ONEPAYUOHHBIX NPAKMUK, OPUESHMUPOBAHHBIX HA COKPAUjeHUe Nepedayu IKOHOMUUECKUX 8bl200 UHEECHUUUOHHBIM
unmepecam, CONpuKaAcarouuecss ¢ 4ACmHbIMU U 00wecmeennbiMu (KomMmepueckumu u @uckanvibimu). Bmopot
npeoCcmagnentblil. Cnocob 3aKIouaemcss 8 UCHONb308AHUU OYXeaimepcKol UHGOPpMayuu 6 Yesix GblieleHuUs
Hauiywuell ONnepayuoHHOU  OesimeibHOCMU, OPUCHMUPOBAHHOU HA KOHMPOLEe IKOHOMUYECKUX 6bl200 Om
UCNONb30BAHUSL ONEPAYUOHHBIX PECYPCO8.

Memoo uccredosanusi 0CHO8aH HA AHANU3E OAHHBIX HENAPAMEMPUYECKUM MEMOOOM, PecUCmpupyiowull 6
nocneonue 50 nem nocmosnHoe pazgumue U WUPOKOe NPAKMUYecKoe NpUMeHeHue, 6 OCHOGHOM 8 YNpagieHUul
npousgoocmeom u obujecmeennviMu yeayeamu. Opucunanvbhblil 6K1A0 A8MOpa GbIPANCAEMCs. 8 UCNONb308AHUU
Henapamempuieckoeo Mmemooa anamu3a npu obpadbomke OAHHLIX OYXeANMEPCKO20 YYemd, COO0EPHCAUUXCS 8
obopomubix eedomocmsix. Pesynbmam exnaoa 3axmouaemcss 6 NPUMEHEHUU MemoOd IKOHOMUYECKO20 aHANU3d
OCHOBAHHO20 HA NPOCTNOM OOCHIYNHOM OOKYMEHMALbHOM Mamepuaie, KOMNJIEKCHble Pe3ybmambl KOMopo2o MO2ym
OblMb  UCHONB308AHbL 8 OWIbHEUWEM 6 (OUHAHCOBOM AHAU3e ONEPAYUOHHO20 VAPAGIEHUsl, AHAMU3e DUCKA
PUHANHCO8020 NONOJICEHUSL U PUHAHCOBLIX PE3VILIMAMOS.

Kniouegvie cnosa: oyenxa npednpuamusi, QUHAHCOBBII AHANU3 ONEPAYUOHHO PENAMEHMUPOBAHHO20 NPABA,
@unancoswlil ananu3 ONEPAYUOHHO PelamenmupoO8anHol 0eOUMOPCKOU 3A00INCEHHOCMU, YCIMAHOBNEHUEe IyHulel
ONnepayuorHol NPaAKmMuKy, aHaIu3 OaHHbIX.
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Abstract

In the modern economic system the economic process with systemic features, known as the Supply Chain
Management (SCM), has acquired an increasing implementation. The Supply Chain Management involves an
outstanding connection into the business relationships between producers, intermediaries (stocks, stores), logistic
systems, distributors and customers, consumers. The added value of this concept is driven by the synergy of all
components included in the management of the supply chain, which, we believe, should become a mandatory part of
the development strategy of the national cooperative system. This paper develops some aspects of the procurement
process in a theoretical and applicative approach with the emphasis on the issue of evolution of acquisition activity
in the frame of cooperation system in the Republic of Moldova. The results presented in this article are the outcome
of research and education mix, they are founded on the combination of theoretical studies with practical applications
in all of three cycles of higher education.

Keywords: management of the supply chain, procurement management, consumer cooperatives, cooperative system.

1. Introduction

The acquisition activity is a priority and a key element of economic actions, effort which begins
any activity that aims to produce or provide commercial services, so, in this context, it is important
to develop strategies to enhance and optimize the logistics of entity, develop activities based on
sustainability management and innovation. The promotion of innovation strategies need and must
be based on knowledge and creativity, sense of responsibility and initiative, entrepreneurial
capacity, the power of resource ownership for the development of the organization.
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In the modern management it becomes more and more attractive the processing of economic
efficiency and management through an approach and in a shared context known as Supply Chain
Management (SCM) - a concept of the supply chain that includes an organizational strategy which
encompasses the application of acquisition activity, which involves the merging into a single
system of acquisition and insurance cycles of raw materials for production processes, but also the
launch on the markets of goods and services. Supply Chain Management (SCM) can be
approached by the formation of a connection between: production, raw material suppliers,
emplacement of resources, distribution and informational systems, and finally including the
quality management of provided products and services.

Supply Chain Management (SCM) should be a mandatory element, pillar of the strategy of
development of the national cooperative system and an integral part of business relationships
between producers, intermediaries (stocks, warehouses), logistics systems, distributors and
customers, the final consumers. The approach of this concept is generated by the synergy of all
components included in the management of the supply chain, which in our opinion is a mandatory
part of the national cooperative development strategy.

2. The degree of investigation of optimizing procurement activity issues

One of the most promising research directions in the field of optimization of procurement activity
is SMC. The essence of managing the supply chain is the search and evaluation of all logistics
procedures throughout the life cycle of the product / service, or in other words, the process of
development, production and marketing of products / services and their after sales maintenance. In
this context, it is timely to develop logistics and marketing management in purchasing
cooperatives sector in Moldova.

The researches in the context of the management of the supply chain have an advanced
international spread, but in Moldova this research area is barely at the beginnings.

The quintessence of Supply Chain Management approach summarizes the obvious things, but
certainly not trivial:
* the cost of product is formed throughout the whole supply chain, but is critically and
distinctively reflected only at the last stage - at the distribution to the final consumer;
» the real cost reflects "the overall effectiveness of operations", including transportation and
marketing, which are found throughout the whole chain, and not just in the process of a
concrete marketing act;
* most easily influenced, in terms of cost, are the initial stages — the good production stage
and the most sensitive - are those final — the goods commercialisation.

In connection with this process of elaboration and development of Supply Chain Management
necessarily shall be find the innovative management of the procurement system of consumer
cooperatives through which is appropriate the innovation of ways and techniques of administration
of the logistics of the chain acquisition-production-distribution, causing:

» appropriate structure of deposits of raw materials and those provided for goods production,

which would lead to optimization of operational expenditure;

» methods for optimization of patterns of transportation and distribution operations;
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* convenient location for production of goods to make feasible their delivery on a single and
concrete market for sales.

The attributes of acquisition activity are concepts such as purchase, insurance, distribution,
procurement, acquisition, etc., that interpretation would mean:

acquisition - it is an action related to the commercial activity of the company, which corresponds
to a financial commitment for purchasing material resources or products, itself representing an
effective monetary transaction;

supply is itself a moment of the complex process of insurance with required materials and
technical equipment, preceded by the establishment of the necessary size and timing of the
purchase by the intervention of the request or on order, antedated by the negotiation of delivery
conditions, finalized by the effective distribution of material resources.

Supply is the activity that ensures the material and technical elements necessary for economic
activity, with their level and composition aimed at achieving the general objectives of the
company, under minimal costs and a higher profit.

The acquisitions of agricultural products and raw materials in the consumption cooperation system
of the Republic of Moldova have a deliberative position, as they provide the raw materials needed
for the System business, the development of necessary assortment of goods in the distribution
cooperative network, in production companies and those of the restoration. By their supply system
consumer cooperatives create opportunities to accumulate resources for the realization of exports
of goods and for accumulation of financial resources for the development of the system.

The supply management is a complex concept with a polyvalent structure of activities that include,
as elements of the system, aspects of management, analysis and evaluation. The special features of
supply management is to ensure the balance between the need and availability of necessary
resources to be provided in an economic unit.

The researches allow us to sustain that a way for ensuring the objectives of procurement activity
can be achieved by focussing on getting a complete and complex business insurance with adequate
resources, qualitatively and quantitatively, in time and space with minimal costs, applying the
Supply Chain Management. Thereby the national cooperative system would favour obtaining the
integration in a chain of procurement activities, processing activities, restauration, distribution,
with a high cumulative effect. We consider it is appropriate to create a joint management unit to
coordinate the flow of resources between components of the system - co-operative enterprises and
organizations in the concerned areas.

The absorption capacity of the volumes purchased by the cooperative network of outlets can be
perceived by the actual volume of retail sales - so in recent years through the cooperation sales
network it was demonstrated an ability to reach an annual turnover of approximately 700-800
million lei.

In this article we aim to analyze the fundamental characteristics of supply chain management and
the prospects for the implementation of this system to optimize the functioning of cooperative
business networks in the Republic of Moldova in the acquisitions sector. We support the opinion
that the synergistic effect can be amplified when the chain of cooperative stores will be involved in
an integrated system: acquisition — processing — distribution.
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3. Applied research methodology

The goals of our research have determined the use of various traditional research methods, such as
economic analysis and synthesis, logic and comparative analysis, normative and statistical
methods and other scientific knowledge tools for economic processes investigations. Throughout
the elaboration of this study we used the results of our previous investigations, based on empirical
data of cooperative enterprises, on interviews with specialists, practitioners in the field, on their
expert opinions.

4. Theoretical and applied aspects of the development of procurement and processing
activity in consumer cooperation of the Republic of Moldova

Supply chain management represents in itself one of the most effective ways of achieving the
competitiveness of the company on the basis of minimum cost and advanced level of customer
service.

Researchers see in the concept of a supply chain the optimization of business process components,
which include the logistical functions of the company in their integrity, prolong and enrich them.

Supply chain management can be interpreted as systemic considerations used for the integration
into an effective system suppliers, manufacturers, distributors and retail outlets in a way that the
goods are produced and distributed in sufficient quantity, in the appropriate places and at the right
time, with the objective of minimizing the overall system cost and guarantee the requirements of
the level of provided services.

In our opinion, experts, especially practitioners, often have a wrong vision of the concept, by
reducing the supply chain, to their logistics component only.

The evolution of economic systems, the impact of conjuncture, have changed the design and
supply chain management objectives by the sophistication of customer service, high lapse of time,
an advanced demand for high quality products and services, low cost, integration of information
technology and flexibility in adapting products to customer needs.

Supply Chain Management System is focused directly on customer demand, rather on the
imperatives of achieving quick sales and, as a result, we get a system that quickly responds to
customer demand by minimizing the flow of materials and finished products in each ring of the
chain. Thus through the successful implementation of supply chain management system the
cooperative system will be able to fulfil the role of facilitator and natural integrator of divergent
demands of sales and production, of quality and price, service costs and financial and qualitative
measurements. Logistics professionals need to increase understanding about other business
functions that are found within their society.

The investigation performed represents a first step in consolidating the milestones for achievement
of performing supply chain management in acquisition enterprises through all cooperative sectors
of the Republic of Moldova.

Research on the evolution of acquisitions in consumer cooperatives system, performed at different
levels of analysis, beginning with master's theses, followed by studies within the frames of
institutional research projects, demonstrates a close correlation between procurement activities and
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the production sector in cooperative system of the Republic of Moldova. This connection is

observed particularly in the demonstration below.

2013

23,1 2.7
118.9
R
142,
6

m Meat and meat products m Beans mEggs

® Nuts & walnut kernels m Sunflower = Potatoes

W Vegetables ® Fruits Dairy products
m Grains total Bee honey

Figure 1: The evolution of acquisition activity structure in consumer cooperatives of the

Republic of Moldova in 2013 & 2014 (January - June)
Source: elaborated by the authors based on the MOLDCOORP reports [11].

Thus, for example a large part of the acquisitions structure in recent years is represented by the
grain acquisitions (Figure 1). According to the last two years they amounted about 49.4 — 57,8% of
all acquisitions throughout the cooperative system. At the same time, the production in the
cooperative sector, as an overwhelming part of the volumes produced is composed by the bread
and bakery products, confectionery products — about 97,6 - 98,6% (Figure 2). The data
demonstrate that, at least for these products, is required a flows coordination between different
activities: acquisitions - production — distribution for the optimization of efforts and maximization

of results obtained in the whole cooperative sector.

90% 92% 94% 96% 98%
M Bread and bakery products m Oil
 Sausages B Confectionery Products
m Soft drinks m Abattoir (meat)

Figure 2: The evolution of industrial production structure in consumer cooperatives of the

Republic of Moldova in 2013 & 2014 (January - June)
Source: elaborated by the authors based on the MOLDCOOP reports [11].

The evolution of the acquisitions over the last decades in consumer cooperatives system carry an
uneven and unstable nature, both in the mid of the 90es of the last century, when acquisitions were
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practically at the verge of extinction in the economic activities of cooperatives in the Republic of
Moldova, and in posterior periods - 2002 and 2009, when acquisitions have decreased significantly
in the volumes processed. Analysis of recent data from 2013, 2014 confirms these trends.
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Figure 3: The evolution of acquisitions activity within the MOLDCOOP system in 1997-2014
Source: developed by the authors based on the MOLDCOOP reports [9, 10, 11].

This instability of the results imposes the necessity of approach of acquisitions in a single network
with processing and marketing activities, creating a system ‘“acquisitions - processing —
distribution”, which would give them a more stable development because acquisition activities
will become an integrated part of common and unique logistical system that would ensure the
stability of their development.

We agree with the opinion expressed by A. J. Gasser [3, p. 48], stating that the main points of the
potential success in acquisitions come from actions in the value added area. Costs may effectively
decrease through standardization, reengineering, simplification, new processes, concentration of
functions and much more.

The essence of the concept of supply chain management requires organization-wide management
of physical flow of materials, finished products and raw materials, in parallel with informational
and financial flows. We support the idea expressed by P. Baily and co-authors [1, p. 395], stating
that the emergence of informational technologies (IT) systems and development of more integrated
software applications has radically changed the acquisitions conjuncture. This idea determines the
necessity of integration in system mentioned above of informational component, in other words an
adjustment of IT and Information System connected to acquisition - processing - distribution
activities within the national cooperative system.
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Prodcoop
Chisinau

Figure 4: The scheme of acquisitions - processing - distribution flows interactions within the

MOLDCOOP system
Source: developed by the authors based on expert evaluations and reports of MOLDCOOP for 2013 and 2014 [11].

We consider that through the scheme of acquisition - processing - distribution flows interactions
within the MOLDCOOP system we propose a model, whereby both cooperative system
practitioners and researchers in the field, can implement to identify factors that influence the
supply chain management performance in cooperative enterprises by regions taken apart and we
offer the solution that, once being implemented, can serve as experiment for a case study in view
of possible improvement in the future.

Implementation and development of supply chain management in the cooperative system of the
Republic of Moldova will have the effect of deeper processing of information in the cooperative
acquisitions and as a result - reduce the Bullwhip effect [4], optimize stocks size, but also reducing
logistics costs and improving the payments system. These performances will generate benefits to
the whole cooperative system, steady economic results and increased productivity.

We agree with the opinion of authors which identifies three dimensions of supply chain
management. These are:
* Intra functional coordination: refers to the administration of activities and processes within
the logistics service of a company;
* Cross functional coordination: refers to the coordination of activities (belonging to certain
functions) between functional areas of the company;
* Inter organizational coordination: refers to the coordination of the chain of activities
according to product flow, which take place between legally separated companies.
In our paper we have developed only the last component, the first two being the subject of research
and experimental application during or after the implementation in practice.
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In

5. Conclusions

conclusion we propose the following actions concerning the development of the acquisition -

processing activity in consumer cooperation of the Republic of Moldova:

10.

11.

12.

13.

1. The creation of the integrated cooperative system: acquisition - processing - retail outlet
(distribution), based on design and development of concrete strategies aimed to
strengthening positions on the domestic and foreign markets.

2. APD Regional Centre will aim business development based on effective communication
with production and distribution companies, by coordinating quantities and quality of
purchased assortment, which finally would give a more stable growth character to the
evolution of cooperative acquisition sector.

3. The adjustment of IT and Information System connected to acquisition - processing -
selling activities within the national cooperative system, and forming a connection with other
companies of the same branch at country level and in the European Union area.

4. Application of the results of this study in the educational process as case studies in various
specialized disciplines will allow to ensure a higher performance through research-based
education.
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Rezumat

Tn sistemul economic modern o implementare tot mai raspindita au dobindit procesele economice, cu
caracteristici sistemice, Intr-un context comun denumit Supply Chain Management (SCM). Acesta implicd o
conexiune deosebitd in relatiile de afaceri dintre producdtori, intermediari (stocuri, magazine), sisteme logistice,
distribuitori si clienti, consumatori. Valoarea adaugatd a acestui concept este determinatd de sinergia tuturor
componentelor incluse in managementul lanfului de aprovizionare, care credem noi, ar trebui sa devind o parte
obligatorie a strategiei de dezvoltare a sistemului national de cooperare. Aceasta lucrare dezvoltd unele aspecte ale
procesului de achizitii intr-o abordare teoretica si aplicativda, cu accent pe problematica evolutiei activitatii de
achizitie in cadrul sistemului de cooperare in Republica Moldova. Rezultatele prezentate Tn acest articol sunt produs
al mixului dintre cercetare si educatie, care se bazeazd pe o combinatie a studiilor teoretice cu aplicatii practice in
toate cele trei cicluri ale invatamantului superior.

Cuvinte-cheie: managementul lantului de aprovizionare, managementul achizitiilor, cooperativele de consum,
sistemul cooperatist.

Annomauusn

B coepemennoii sxonomuueckol cucmeme 8ce 0Ooavbuiee pacnpocmpaHerue Hpuobpenu IKOHOMUYecKue
npoyeccvl ¢ CUCHEMHbIMU QYHKYUAMY, NOIYHUBUIUE U3BECHHOCMb 8 00ujeM KOHmeKcme Nnod Ha3eanuem supply
chain management (SCM). Dmom ¢ernomen npedcmasnern 0cobenHbiM COCOUHEHUEM IKOHOMUYECKUX OMHOULEHUL
MedHcOy Npou38oouUmensMu, NOCPeOHUKAMU (CKAAOCKUe YCIyeu, MAa2a3uubl), J0SUCMUYEeCKUMU CUCHeMaMU,
oucmpubvlomepamu u Kiuewmamu, nompebumenimu. /JobasieHnas cmoumMocms 3mo20 KOHYenma 00Cmucaemcs
cunepeuell 6cex KOMHOHEHMO8, GKIIOYEHHLIX 8 YNpAsIeHUue Yenodkou NOCMAGOK, KOMOopdas N0 HAUEeMY MHEHUIO,
00JdICHA cmamb 0013aMebHO YACMbI0 CIPame2uy pa3sumus HAYUOHAIbHOU KOONEPamusHoU cucmemvl. JJannas
cmamobsi pacKpwléaen HeKOmopuvle ACneKmsl Npoyecca 3a20moeoK, 6 Meopemuyeckom, maxK u 6 annjiuKamueHoM
nooxoode, ¢ aKyeHmMoM HA NPOOLEMAMUKY 360JIOYUU, DPAZGUMUSL 3020MOBUMENbHOL O0esiMEeNbHOCU 6 PAMKAX
cucmemsl nompebdbumenvckoli koonepayuu Pecnybnuku Monoosa. Pesyrvmamuvl, npedcmagieHuvle 8 OAHHOU
cmamoe, AGNAIOMCA UMO2OM UCCIE008AHUL U NOLYYEHbl NYmeM COYemaHus 00pas’0eanus U UCCie008aAmMenbCKol
0esAmenbHOCMY, OCHOBAHbI HA COYEMAHUU MeOpemudecKux U3SbICKAHUll U NpaKmuyeckoeo NpUMeHeHus Ha
NPOMANCEHUU 8CEX MPEX YUKILO8 BbICUIE20 0OPA308AHUSL.

Knrouesnvie cnoea: ynpaejiernue yenouykamu nocmaeok, ynpaejienue 3a2omoeKamu, nompe6umezzbc;<m7 Koonepamue,
KoonepamueHasl cucmema.

The publication is fulfilled within the research Project ,,Domestic trade and consumer cooperatives
development in the context of economic integration of the Republic of Moldova in the European
Community” (code 15.817.06.28A).

94


http://jrtmed.uccm.md/index.php/en

ISSN 2345-1424 http://jrtmed.uccm.md/index.php/en ISSN 2345-1483

Journal of Research on Trade, Management and Economic Development
VOLUME 2, ISSUE 1/2015

EUROPEAN MECHANISMS OF VAT TAXATION AND THEIR
IMPLEMENTATION IN TAX AND ACCOUNTING PRACTICE
OF THE REPUBLIC OF MOLDOVA

Viorica NACU, Doctoral student at AESM, Principal inspector,
The State Tax Inspectorate of municipality Chisinau
E-mail: vnacu@mail.ru

JEL classification: M41, H25

Abstract

Throughout its existence, the value added tax (VAT) influenced negatively the economic activity of entities
and financial situation of population, representing at the same time a considerable source of income to the state
budget.

In the European Union (EU) legislation there are legislative directives which encode the provisions of
implementing the common system of VAT, that apply to the production and distribution of goods and services for
consumption within the EU. These Directives issued at Community level do not apply directly, these being transposed
into national legislation of each Member State.

One of the prerogatives of alignment the Republic of Moldova (RM) to EU is the improvement of its
legislation in accordance with the provisions and conditions imposed by the EU.

Thus, the first step for RM in improving tax system according to legislative requirements of the European
Union is directed towards legal harmonization of VAT to the conditions of the European standards. In connection
with above-mentioned, this article reflects some mechanisms of VAT taxation in European countries and the ways of
their implementing in tax and accounting practice of RM.
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1. Introduction

Dr. Alain Taut, director of the Fiscal Affairs Department of the International Monetary Fund,
presented some problems regarding the implementation of VAT. In his opinion, there are three
main reasons for the adoption of VAT, namely:

- ensuring consistently enough revenue to the state budget. Thus, the VAT contributes with
12% to 30% to its formation, in most countries where is applicable, representing at the same time,
about 5-10% of the GNP. This shows that VAT is a considerable source of income and tax base;

- pronounced neutrality of this type of indirect tax, which is not distorted;

- increased efficiency of such fiscal instrument that often replaces some inefficient taxes,
distorted or hard to manage, affecting gain tax evasion, such as for example, taxes on capital
exports or imports [1].

2. The degree of investigating the problem

Introduction of value added tax instead the tax on movement of goods represented a turning point
in improving the tax system and at the same time the first step towards the tax reform in the
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country. However, it was a requirement for transition to a market economy and a future alignment
to the European standards.

The UE legislation through the Directive 2006/112/EC of the European Union of 28 November
2006 on the common system of VAT recommends applying the reverse charge mechanism for
services particularly susceptible to fraud. At present the reverse charge is applied by 10 Member
States, among which Romania is.

In RM Tax and customs policy objectives in the medium term of 2015-2017 provides for
introduction of reverse charge mechanism for certain supplies, such as pledged property,
mortgaged property, sequestered and being declared in insolvency process [11].

3. Methods and materials applied

The foundation of research is basic Directives by which are codified the provisions of
implementing the common system of VAT, applying to the production and distribution of goods
and services bought and sold for consumption within the European Union.

Investigation of problems was possible using the following methods: analysis, synthesis,
comparison, induction, deduction.

4. Results obtained and discussions
4.1. European mechanisms of VAT taxation

Impact of value added tax (hereinafter called VAT) on the economy was mentioned for the first
time in France at the initiative of Maurice Laure in 1954, Later this indirect tax was introduced in
other countries of Europe, Asia, Africa and Latin America. The basis for the introduction of VAT
has found a motivation in substituting various taxes charged on turnover and its use as a single tax
levied at various stages of production by manufacturers. Each manufacturer is entitled by law to
deduct VAT previously supported in the own production [8].

In 1967 on the European continent, after ten years of the Treaty of Rome, within the European
Economic Community, a number of legislative directives have been adapted which laid the
foundation of this type of indirect tax. Today, in more than 70 countries, VAT finds its significant
place in the adopted tax system.

Basic Directives which encode the provisions of implementing the common system of VAT, that
apply to the production and distribution of goods and services bought and sold for consumption
within the European Union (EU), are as follows:

v" Council Directive 2006/112/EC of 28 November 2006 on the common system of value
added tax [3];

v' Eighth Council Directive of 6 December 1979 on the harmonization of the laws of the
Member States relating to turnover taxes — Arrangements for the refund of value added tax to
taxable persons not established in the territory of the country(79/1072/CEE) [4];

v" Thirteenth Council Directive of 17 November 1986 on the harmonization of the laws of the
Member States relating to turnover taxes — Arrangements for the refund of value added tax to
taxable persons not established in Community territory (86/560/EEC) [14].
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Directives issued at Community level do not apply directly, these are being transposed into
national legislation of each Member State [7].

According to the Directive 2006/112 / EC of 28 November 2006 on the common system of VAT,
the principle of the common system of VAT involves the application to goods and services of a
general tax on consumption exactly proportional to the price of goods and services, regardless of a
number of operations that occur in the production and distribution process. The common system of
VAT applies to retail sale stage, including [3]. The Directive 2006/112/EC recommends applying
the reverse charge mechanism for services particularly susceptible to fraud, and assumes that,
unlike, its general application will not have a negative impact on the fundamental principles of
VAT system [5].

Thus, under Article 199a of this Directive, member States may provide reverse charge, until 31
December 2018 and for a minimum period of two years. The person liable to pay tax is the taxable
person receiving the following operations:

(a) the transfer of allowances to emit greenhouse gases...;

(b) the transfer of other units that may be used by operators...;

(c) supplies of mobile telephones, namely devices made or adapted for use in connection with a
licensed network and operated on certain frequencies, whether or not they have any other use;

(d) provision of integrated circuit devices such as the microprocessors and central processing
units before their integration into end user products;

(e) supply of gas and electricity to a taxable dealer, ...;

(F) providing of certificates for gas and electricity;

(9) the provision of telecommunications services, ...;

(h) provision of gaming consoles, tablet PCs and laptops;;

(i) supplies of cereals and industrial culture, including oilseeds and sugar beets, which are not in
principle for the ultimate consumer;

(j) supplies of metals or semi-finished metals, including precious metals, of special schemes for
occasion goods (second-hand), works of art, collectors' items and antiques ...

At present the reverse charge is applied by 10 Member States, among which Romania is. In
Romania reverse charge has been introduced since 01.01.2007 for some transactions inside
Romania, between VAT payers [6].

According to the Romanian Tax Code, the reverse charge applies to the delivery of goods (ferrous
and non-ferrous scrap, residues and other recyclable materials consisting of ferrous and non-
ferrous metals, recyclable waste and recyclable materials consisting of paper, cardboard, fabric,
cables, rubber, plastic, and glass cullet), supply of wood and wood materials; delivery of cereals
and crops, transfer of allowances of greenhouse gas emissions and electricity supply by a taxable
dealer.

4.2. Implementation of European mechanisms of VAT in tax and accounting practice of the
Republic of Moldova

In RM VAT was introduced on 1 January 1992, replacing the tax on the movement of goods. It is
a general state tax representing a form of payment to the budget of a portion of the value of goods
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supplied and services provided subject to taxation on the territory of RM, as well as of a portion of
the value of all taxable goods and services imported into RM.

Considering that VAT is determined and recorded in the purchase and sale operations of material
goods (goods) and services in the country, there are situations where:

a) VAT amount on purchases is less than the amount of VAT on sales, the difference is due
to be paid to the budget;

b) VAT amount on sales is less than the amount of VAT on purchases, the difference is due
to input into account (recovered).

In general, these two options can be presented schematically in Figure 1:

Taxable VAT from TVA from VAT to be:
supply: Rate of taxable supply purchase
a) 2000000 lei | y | VAT 0,2 | = | @) 40000 lei _ | @) 20000 lei — |a) paid - 20000 lei
b) 3000000 lei b) 600000 lei b) 70000 lei b) recovered -
10000 lei

Figure 1: Calculation of VAT
Source: elaborated by the author

In determining VAT, the rates established by the Tax Code are applied. VAT rates are applied to
the purchases operations of materials, goods and services from RM residents, to the import and
trading operations, including export operations, established by art. 96 of Tax Code of the RM.
According to the present article, the following rates are established: standard rate — in the amount
of 20%, reduced rate - in the amount of 8% and zero rate.

In accordance with the timetable, established by the Association Agreement between the European
Union and the European Atomic Energy Community and its Member States, on the one part, and
the RM, on the other part, a number of fiscal policy measures on the major type of taxes are
expected: income tax on individuals and entities, VAT, excise duties, tax on immovable property,
local fees, road taxes and other taxes.

Thus, Annex 1 to the Minutes of the meeting of Budgetary Framework of Coordinating Group on
Medium Term of 2015-2017 of the Ministry of Finance No. 2 of 25 March 2014 ,,The medium-
term fiscal policy objectives 2015-2017” provides for the harmonization of legal framework on
VAT with EU legislation, namely Directive 2006/112/EC of the European Union of 28 November
2006 on the common system of VAT [11].

One of objectives of harmonization of legal framework on VAT with EU legislation provides for
the introduction in 2015 of the reverse charge mechanism for certain supplies, such as pledged
property, mortgaged property, sequestered and being declared in insolvency process.

The purpose of implementation of the reverse charge mechanism for these 4 types of internal
deliveries is to ensure the revenue collections to the budget at chapter VAT and countering tax
evasion in supply chains that occur at intermediate entities which send the input of VAT amounts
for other entities, but does not pay obligations for declared deliveries. This reverse charge
mechanism will be a simplified compulsory regime of VAT for these deliveries. Thus, the general
tax regime of VAT will not be applied to such supplies [10].
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On the basis of proposed mechanism, the supplier and the buyer (recipient) will necessarily be
registered as VAT payers, and the obligation to pay VAT is attributed to the purchaser
(beneficiary) of pledged property, mortgaged property, sequestered and being declared in
insolvency process. Under the payment document which confirms the payment of VAT to the
budget and tax invoice delivered by the provider of above mentioned properties, the purchaser will
have the rights to pass on account the amount of VAT. Supplier will issue the VAT invoices
without registration of VAT amount.

Thus, in the case of reverse charge mechanism, the supplier is not subject to taxation on supply of
the property, and does not calculate and pay the VAT to the budget, but the buyer (recipient) is
taxable subject to VAT, calculates and pays the VAT to the budget, having the right to input the
paid VAT into account.

The application of reverse charge mechanism for the pledged property, mortgaged property,
sequestered and being declared in insolvency process is based on the fact that the funds obtained
from the realization of these properties are primarily used to repay debts to creditors (for ex.
commercial banks, central government, etc.).

For a practical reflection of the mentioned, we present the following example:

Limited liability company (hereinafter called LLC) ,,Garofita”, being supplier, delivers a
pledged property to LLC ,,Armonie” in the amount of 300 000 lei, without indicating the
VAT in the issued invoice. LLC ,, Armonie”, in its turn, based on the invoice, received
from the supplier, calculates the VAT in the amount of 60 000 lei, and according to the
payment device, transfers that amount to the budget. According to the payment device,
LLC ,,Armonie” gets the right to input the VAT into account. In the same month, LLC
,,ZArmonie” delivers textile manufactured by it, and after issuing invoices to its customers
(in amount of 800 000 lei), calculates the VAT in the amount of 160 000 lei.

Example

Given the fact that, LLC ,,Armonie” calculates the VAT, and according to the payment device,
inputs into account the VAT, it takes place a self-liquidation, which is reflected by relationship
[12]: VAT inputted into account = VAT collected, in the amount of 60 000 lei.

Following his supplies, LLC ,, Armonie” calculates also 160 000 lei, which will have:

- VAT inputted into account = 60 000 lei;

- VAT collected = 60 000 lei + 160 000 lei = 220 000 lei;

- VAT payable = VAT calculated - VAT inputted into account = 220 000 lei - 60 000 lei = all the
same 160 000 lei, calculated by LLC ,,Armonie”, according to its supplies.

Thus, the State, through this ,,gimmick”, transferred the taxation of 60 000 lei to the purchaser
(directly), instead taxing the supplier, as usually it is done, and asking the buyer to transfer,
directly, all the 220 000 lei, calculated by itself.

In this way, the State budget, rather, is cashing those 220000 lei - integral from a single entity,
instead receive them - fragmented from two entities.
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According to the invoice, received from the supplier, LLC ,,Armonie” should decrease, normally,
from collected VAT of 160 000 lei, that deductible VAT of 60 000 lei, reflected in the fiscal
invoice received from supplier, i. e. the payment to the State should be only 160 000 lei. It
follows that by purchasing pledged property, mortgaged property, sequestered and being declared
in insolvency process, the buyer is obliged to pay in addition the VAT for such purchased goods.

According to the Ministry of Finance, implementation of reverse charge mechanism in the areas of
supplies, made in Moldova, of pledged property, mortgaged property, sequestered and being
declared in insolvency process, purpose an optimal collection of claims and a more rigorous
control by the tax authorities. Given the fact that, these areas are subject to risks of fraud most
often, to circumvent the tax would be simpler and even more profitable.

At this point, the American Chamber of Commerce in Moldova, in its address to the Governor of
the National Bank, considers that the implementing of concept of reverse charge mechanism for
supplies made in Moldova of pledged property, mortgaged property, sequestered and being
declared in insolvency process is a revolutionary idea that requires a precautionary approach to
both development stage mechanism and the stage of implementation of legal provisions and their
application in practice.

Along with the potential benefit of revenue collection in the budget at chapter VAT, it is
anticipated a number of significant costs expressed by economic and fiscal losses, resulting from
delaying the revaluation process of pledge, increase of provisions, immobilization of additional
financial resources that could have been injected into financing the real economy.

Therefore, it is considering premature the introduction of such innovations in the local tax system
and the testing of reverse charge mechanism could be conducted under a pilot project, applicable
only for supplies of sequestered property but unpledged and businesses property being declared in
insolvency process. This would detect the legislative imperfections and non-compliance risks [9].

Along with the above remarks, the American Chamber of Commerce in Moldova presents a
number of suggestions on the deficiencies of cited mechanism, such as:

,,L. It is suggested applying the reverse charge mechanism only for deliveries of sequestered
property in Moldova but not pledged and property of companies declared in insolvency process.

2. In the specialized literature the reverse charge mechanism is used by ,simplified
collection of VAT”. Usually, at application of the reverse charge mechanism (both participants
registered as VAT payers) the buyer registers the amount of VAT, both as collected tax and as
deductible tax, thus eliminating the settlements between participants and budget. The formula
proposed by the author of the bill, to oblige the purchaser to pay separately the amount of delivery
and the related VAT, is one that will discourage the purchase of such goods.

3. Eventually, at application of this mechanism in the case of sale of pledged property it is
not clear the process regarding the obligation of paying the VAT if purchaser believes in good
faith that there is no pledge (ex.: marketing pledged harvest) and there are circumstances in which
virtue would have known about the existence of pledge”.
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5. Conclusions

According to Romanian researcher Zaharia D., in the case of widening the spectrum of supplies
and services for which the reverse charge is applied, the possibility of applying this mechanism
can be very tempting for evaders, who will evaporate between intermediation chains. Amid falling
sales, small and medium traders will be more willing to purchase goods from suppliers’ phantom
companies without documents.

Usually, these are newly established companies, which are losing after the due date of the debt to
the budget, are not found at the headquarters declared on the documents, reflects fictitious payee
on documents, unverifiable, or misleading information about them [15].

Of course, the reverse charge tax does not eliminate totally the frauds. Phantom companies can
still interfere in the marketing chain, not in order to receive VAT illegally, but to large the margins
of transactions, leading thus to inflate profits. It is true that the state collects taxes from these
profits, just that they are not only a way of money laundering, their introducing in legal circuit.
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Rezumat

De-a lungul existentei sale, taxa pe valoarea adaugata (TVA) a influentat negativ activitatea economicd a
entitatilor si situatia financiard a populatiei, reprezentind in acelasi timp o sursa considerabild de venituri la bugetul
de stat.

In legislatia Uniunii Europene (UE) existd Directive care codifica dispozitiile de punere in aplicare a
sistemului comun privind TVA, ce se aplica productiei si distribuirii de bunuri si servicii in vederea consumului in
interiorul UE. Aceste Directive, emise la nivel comunitar, nu se aplicd direct, fiind transpuse in legislatia nationald a
fiecarui stat membru.

Una dintre prerogativele de aliniere a Republicii Moldova (RM) la UE este imbunatatirea legislatiei
acesteia in conformitate cu prevederile si conditiile impuse de UE.

In acest fel, primul pas pentru RM in cadrul perfectiondrii sistemului de impozitare in conformitate cu
cerintele legislative ale UE este indreptat spre armonizarea legislativi a TVA la conditiile standardelor europene. In
legatura cu cele sus-mentionate, acest articol reflectd unele mecanisme de impozitare cu TVA in tarile europene §i
modalitatile de punere in aplicare a acestora in practica fiscala si contabild a RM.

Cuvinte-cheie: taxa pe valoarea addugatd, procurdri, vinzari, buget, taxare inversd, obligatiuni de achitare.

Annomauusn

Ha npomsoicenuu ceoezo cyuecmgosarnus, uanoe Ha Ooobasnennyro cmoumocms (H/C) crasvieancs na
XO3AUCMEEHHYI0 0esiMeNbHOCHb CYOBEeKMO8 U (DPUHAHCOBOE NONONCEHUE HACENIeHUs OMPUYAMENbHO, 8 O Jce camoe
8pemsl, npedCmaess 3HAYUMENbHbIN UCIOYHUK 00X0008 8 20CY0apCmeeH bl 0100icem.

3axonooamenvcmeo Egponetickoco Coiosza (EC) exatouaem JJupekmugnl, m. e. KOOupyloujue noioiceHus no
peanuzayuu ooweti cucmemvl H/[C, npumensiemoii 8 npouzeoocmee u pacnpeoeieHuu oaae u ycuye 0 nompeoienus
6 pamxax EC. [annvie /lupexmugvl, pazpabomannvie Ha YpOGHE COM3A, He NPUMEHAIOMCA HeNoCpeoCmBEeHHo, d
MPAHCNOHUPOBAHYBL 8 HAYUOHAILHOE 3AKOHOO0AMENbCMBO KAHNCO020 20CYOapCmaa-uieHd.

Oouna u3 3a0au npubaudicenuss Pecnyonuxu Monoosa (PM) x EC 3saxniouaemcs 6 npeobpazosanuu eé
3AKOHOOAMEeNbCMEA CONACHO NOTONCEHUAM U Ycaosuam eviogueaemovimu EC.

Taxkum obpazom, nepsvili widz NO COBEPUICHCMBOBAHUID HANO2080U cucmembl PM, coenacho npasosvim
mpebosanuim EC, nanpasnen Hna eapmonuzayuro 3axonooamenvcmeéa cmpausi no HJIC ¢ esponetickumu
cmanoapmamu. B OanHOM  KOHWmeKkcme, CMamvs — BKIOYAEN  PACCMOMPEHUe HEeKOMOPbIX — MeXAHU3IMO8
Hanoeoobnoocenus HJ[C 6 esponeiickux cmpauwax u cnocoboé ux 6HeOpeHusi 6 HAL0208VI0 U 0YXeanmepcKyio
npaxmuxy PM.

Knroueswie cnosa: nanoe na 000asénennyio Cmoumocms, 3aKynKu, npooaxcu, 0odicem, oopamuoe
Han020005100icenue, 0053amenbCmed no oniame.
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Abstract

The people we interact with on a regular basis, and even some we interact with only sporadically, influence
our beliefs, decisions and behaviors. Examples of the outcomes of the social networks on the economic activity are
abundant and pervasive, and they include roles in transmitting information about jobs, new products, technologies,
and political opinions.

In this paper the author aim to present terms and basic notions of economics of networks: the added value
created by the Internet, economic concepts associated to the Internet (network effects, economies of scale, principle
., Winner take all”, internet influence on the phenomenon of ,,Winner takes all ”). These are to be presented as to
understand what is a network good.

Keywords: network effects; financial systems; network approach; internet added value.

1. Introduction

All human activity is being based on cooperation. We can distinguish the following main areas:
1. personal and social life;

economic activity;

financial relations;

education dissemination of knowledge;

research development.

a bk wnN

The people we interact with on a regular basis, and even some we interact with only sporadically,
influence our beliefs, decisions and behaviors. Examples of the outcomes of the social networks on
the economic activity are abundant and pervasive, and they include roles in transmitting
information about jobs, new products, technologies, and political opinions.

In one part of the United States an experiment was conducted, the subjects were instructed to write
a letter to a person in another part of the country [6, p. 2]. The subjects were told limited
information about the target, such as the target’s name and some information about where the
target lived (but not an address). They were instructed then to send the letter to someone who
might be able to forward it to someone with the purpose to reach the target. About a quarter of the
letters reach their targets, with a median number of five links. This sort of result has also been
followed up by many studies on larger data sets, across countries, and with more detailed analyses
of what strategies people used in selecting whom they forwarded messages to.

The small average distances in networks have important involvements for things like diffusion and

contagion. Connections within the financial world are varied. The dependencies between financial

institutions stem from both the asset and the liability side of their balance sheet. The intricate
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structure of linkages between financial institutions can be naturally captured by using a network
representation of financial systems.

Within the context of financial systems, the nodes of the network represent financial institutions,
while the links are created through mutual exposures between banks formed on the interbank
market, by holding similar portfolio exposures or by sharing the same mass of depositors.

A network approach to financial systems is particularly important for assessing financial stability.
It can be instrumental what externalities the risk associated with a single institution may create for
the entire system.

Financial institutions are indirectly connected by having similar portfolio exposures. When they
share the same mass of depositors, banks are connected in a network through the liability side of

the balance sheet.
A < -B
>
M Ny
D« »C

Figure 1: Correlation of the banks

A < ~B

D« »C

As we can observe, case A is a less stable network. In case a bank collapses then the whole
network will collapse.

In case B the network is more stable due to the fact that we have a third insurance that if a bank
collapses the interconnectivity between banks will distribute the impact among all of the other
banks.
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Figure 2: Sample international financial network
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On the previous scheme [2, p. 5] we have a sample of the international financial network. Nodes
represent major financial institutions and the links are the strongest existing relations among them.
Vertex colors express different geographical areas: European Union members (red), North
America (blue), other countries (green).

The diagram shows a dense connectivity among the financial institutions. There are mutual loops
involving multiple nodes. This indicates that the financial sector is highly interdependent. That
might affect market competition, increase systemic risk and make the network vulnerable to
instability.

The Internet presents the possibility of a radical reversal of this long trend. It is the first modern
communication medium that expands its arrow by decentralizing the distribution function. Much
of the physical capital that embeds the intelligence in the network is being diffused and owned by
end users.

We call the combination of these two trends-the radical decentralization of intelligence in our
communications network and the centrality of information, knowledge, culture, and ideas to
advanced economic activity-the networked information economy [5, p. 5].

Network effects are present when a product becomes more useful to consumers, if the more other
people are using it. For example, the owner of a fax machine benefits from the fact that there are
lots of other people with fax machines. If there were no other users of fax machines you couldn’t
send a fax to anyone.

Note that there not necessary be anything particularly high-tech about network effects. Automobile
owners benefit from having a ready supply of parts and mechanics that make it easier to have their
cars repaired should they break down [3].

The more units are of a particular automobile model, the more likely that any single owner can
find such repair facilities. Therefore, to the extent that consumers value the ease of repair,

automobiles should have network effects.

Each additional user increases the utility of the network for the others. Therefore, the demand
curve for the benefits of network has a completely different look than for usual goods. Willingness
to pay increases as the number of new members connected to the network is bigger.

Almost all manufacturing exhibits some economies of scale. But usually, at some point, these
economies tend to run out and are superseded by other components of production costs that raise
the average cost of production as output increases.

When a software product is developed, for example, the total cost of development is a fixed cost
that does not depend on whether ten or ten million units are actually sold. The costs of duplicating,
shipping, and servicing units that eventually land in the hands of consumers are often considered
to be close to zero [4, p. 3].

The cost structure of network assets differs from that of ordinary goods. The main part of the cost
falls on the initial period of production. Subsequent copying costs are negligible as compared to
the cost of the original.

The effects of scale for ordinary goods are gradual and linear; networks increases value
exponentially.
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The effects of scale for ordinary goods are result reached by one big company. The network allows
multiple users to obtain a significant increase in usefulness, and only the multitude participating of
businesses create economies of scale [4].

2. The degree of investigation of the problem currently, and purpose of research

The internet is a rather popular topic among the researchers, due to the fact that it is yet unclear the
extent to which it is different from the physical market. One of the best ways to describe the web is
via the economics of networks, due to the importance of connection in the description of this
market. The connections for the web play a crucial role in the understanding of the way linkages
are created. The majority of the researchers however, prefer to refer to the web only as the e-
commerce segment, but the segments of the web are much more diversified than this.

The purpose of this research is to present the economics of networks approach toward different
subjects, as well as the internet itself, and to show the advantages of using economics of networks
for research purposes in different fields. Due to the fact that networks show an interconnected
economy and phenomena, these can be used to more precisely and lively illustrate a market, or a
resilience of a banking system etc. Another aim of this paper, is to present the added value created
by the internet to the nowadays economy, such as diminished costs of economy of scale, the
appearance of a phenomenon called ,,network goods”.

3. Methods and techniques applied

One of the main research methods used is the analytical method. This method includes the analysis
of literature reviewed by the author in order to give the reader a full idea of the development of the
field. Another method used by the author is inferring the ideas developed from observation of the
real market phenomena and extrapolating them to theories about the internet and the network
aspects.

4. The added value created by the Internet

Internet creates value by reducing transmission costs of Information. The methods and speed of
information dissemination hold an important position in economy. These issues demonstrate
supremacy of the Internet upon previous technologies used to reduce the costs of spreading
information. The first means of transmitting information were: travel pigeons, postal letters that
were in written form and presented low speed transmission disadvantage.

Later came other quicker but limited modes of information transmission: Morse code and the
telegraph exactly, but they had many disadvantages. They were not accessible to everyone and at
the same time assumed special places designed for sending and receiving the message, which
means increasing costs.

A new innovation in communications accessible to more people was the phone which involved
lower cost of message delivery and the shorter time of transmission. This feature has spread more
difficult because new infrastructure should be implemented to operate the system. Even with this
impediment, telephony communications significantly changed previous modalities. Subsequently,
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radio and television have had a different impact on communications due to transmission of
information in only one way direction.

All they needed an infrastructure of increasing complexity so that technological evolution has led
to the emergence of the Internet. Mostly, it is based on the same mechanisms of information
transmission as television or telephone, so, at that time, the existing infrastructure only required
development. Being a combination of television and telephone, the Internet brings many
advantages. Individuals can enter a virtual environment for information, socializing, fun and
relaxation.

Over time they have created numerous social media (Facebook, Hi5, and Twitter), blogs etc. We
may say that the Internet is a combination of newspaper and telephone.

5. Network effects

A phenomenon where a good or service becomes more valuable when more people use it can be
associated with the network effect. The Internet is a good example. The more users have access to
the Internet, there are several web sites that could be visited and more people to communicate.

Therefore, network effects occur when the value of a product increases by increasing the number
of users of the same product. This phenomenon is named by economists the network externality, in
the sense that additional consumers increase the existing external network benefits for consumers.

The decline of social network ,,classmates” - which lost over the summer about 20% of traffic - in
favor of new networks such as Facebook or Twitter — is explained by the network effect. Other
examples of products are fax and phone that meet major benefits with their use by more people.
The effects of the network can be identified on the Microsoft Office products such as Word or
even cars - the more people have a certain brand of car, the easier and more inexpensive is to
repair it.

The net effect is based on accelerating the circulation of information on explosive gain information
flow, facilitating communication act, and the network capacity to assimilate, to multiply, and to
influence, to change the philosophy of social relations.

In most cases, the network effect is associated with positive network externalities, but also may
happen the negative externalities — overcrowded network. An example of this would be phone
lines crowded during holidays. It is assumed that many products and companies associated with
the Internet present an economic feature called the network effect.

6. Economies of scale

The economy of scale is an economic principle that the average cost (unit) of a product decreases
with the increasing number of units manufactured. Many high-tech products show significant
economies of scale due to the high costs required during their launching and incredible low cost
for their multiplication. In such a way the economies of scale present much more value for Internet
associated products.

Principle ,,Winner take all”.
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It is obvious that when the effects of the network are issued, presenting an extensive network
companies have an advantage over those characterized by small network. Considering that other
factors are the same in both cases, consumers would tend to pay more to join the largest network.
This is due to the fact that large networks, by definition, have stronger network effects. In this
situation, you may notice increased profitability of large networks in relation to profitability of
smaller networks. [7]

This advantage - the biggest rules over the lowest — refers to the principle of ,,winner takes all”,
although consumers tend to have different tastes, and market shares are almost never 100%.
Nowadays the preferred term is ,,winner-take-most” as long as market quotas never are 100%.

However, there may be cases where the effects of the network foster characteristics ,,winner takes
all”. The software industry falls under this specification. A good example of the principle of
,,winner takes all” is Google offering the most popular online search engine. It is clearly known by
competitors that Google has a strong network effect, which prevents them to seize market share.
For example, once an application has been created, it can be made available for users almost
immediately via the Internet and for an unlimited number of users at a cost that is almost
insignificant.

Internet influence on the phenomenon of ,,Winner takes all”.

Many computer components, such as software or processors tend to have specific characteristics
associated with the phenomenon of ,,winner-take-all”. For example we have as dominant products:

- Windows
- Excel spreadsheet.

It is believed that companies whose business is based on using Internet have this characteristic,
because technology is a very dynamic field.

It is generally considered that most businesses operating on the Internet tend to be the topic of the
network effect, because the Internet itself is a network.

The economy of networks presents a new phase of emerging development. The features of that
economy are important to be understood for doing successful business.

7. Conclusions

Finally we can say that the Internet has clear evolution over radio or television in terms of
infrastructure equipment that requires new transmitters and receivers.

Internet performs two-way transmission of information, which is not very revolutionary, because
television, radio and phone together could do the same. What is really revolutionary advent of the
Internet is the ability to quickly retrieve information stored on computers, phones and TVs using
one device and at the same time.

All along, the Internet offers a new experience through two-way communication combining
telephony with television and display information storage capacity calculus system.

The Internet is a benefit in any field. The companies are using online to attract customers
(advertisers) to its present or sell products. Customers can search for the most suitable product
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according to need, price and features. All these by using a computer, smartphone, laptop etc.
connected to the Internet.

In terms of business environment, it may suffer from activity on the Internet in that they no longer
benefit from the monopoly to be physically close to the consumer. Also the trade margins applied
by different companies may not differ too much as long as the consumer will always be able to
compare prices from different companies just with a mouse click.

Doing business on the Internet does not necessarily mean that their offer features ,,winner take
all”.

The internet has drastically changed the means of responsiveness and doing business, due to the
speed of information transmission as well as the speed of the transmission of feedback to that
certain information. However, the network itself has created means for appearance of a certain
type of goods, known as the network goods, that otherwise would not be possible.

The ,,winner takes all” principle is a principle that doesn’t benefit all companies operating on the
internet, as already stated. This is due to the so-called locking mechanism, the weak lock in and
the strong lock in. These principles consist of users according a higher value to the most used
product in a certain network, basically speaking.

As a conclusion we would like to state that this paper, although theoretical, poses an importance
for further exposure of the importance of economics of networks for modeling and studying the
nowadays, all so growing digital economy.
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Rezumat

Oamenii, cu care interactionam in mod regulat sau chiar doar episodic, influenfeaza convingerile noastre,
deciziile si comportamentul. Exemple de influentd a retelelor sociale asupra activitatii economice sunt variate §i
pretutindeni, acestea indeplinesc rolul de furnizor al informatiilor cu privire la locurile de munca, noile produse,
tehnologii si opinii politice.

In aceastd lucrare autorul isi fixeazd scopul prezentdrii termenilor si notiunilor de bazd ale economiei de
refele: valoarea addugatd creatd in Internet, conceptele economice asociate Internet-ului (efectele de retea,
economiile de scara, principiul ,, Cistigatorul ia totul”, influenta Internet-ului asupra fenomenului ,, Cistigatorul ia
totul ). Acestea vor fi prezentate pentru a intelege ceea ce este o retea bund.

Cuvinte-cheie: efectele de retea, sistemele financiare; abordare de retea; valoarea adaugatd creata in Internet.
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Annomauusn

Jioou, ¢ xomopvimu Mbl 83auUMOOelicmeyemM pe2yiapHo UMY MOAbKO SNU300UYECKU, GIUAION HA HAUlU
ybeosicOenus, peuienus u nogedenue. Ilpumepsl 6IUAHUA COYUATLHBIX Cemell HA YKOHOMUUECKYIO OesAmeIbHOCHb 8
u306UnUU U NOBCIODY, OHU BLINOJHAIOM PONb NEPeOAmyUKa uH@opmMayuu 0 paboyux Mecmax, HOGbIX NPOOYKMAx,
MEeXHON02UAX U NONUMUYECKUX 632TA0AX.

B dannoii cmamve asmop cmasum cebe yenv packpbims co0eprHcanue OCHOSHbIX NOHAMULL U ONpeoeeHul
OKOHOMUKU — cemeli. O000aGleHHdAs cmoumMocms co30annas 6 HMumepneme, JdKOHOMUYECKUE KOHYenyuu
accoyuupyemvle ¢ Unumepnemom (cemeevie s¢hpexmot, spgpexm macwmaba, npunyun , Ilobedumens nonyuaem
6ce”, emusanue Humepnema na penomen , Iobedumens norywaem ece”). Onu 6yoym npeocmagienvl Oisl
NOHUMANUS, YN0 O3HAYAEM XOPOULdsl CeMb.

Knrouesste cnosa: cemesvie 3¢ppexmul; (hunancogule cucmemsl; cemesoti no0xXoo, 000a8IeHHAS CMOUMOCTb
coz0annas ¢ Humepneme.
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Abstract
In a market economy companies require major resources to ensure the continuity of their economic activity,

along with funding the development projects, investments etc. The periodical deficiency of their own financial
resources involves to the companies a high demand on borrowed funds. Thus, accounting for the financial debts
presents an important accounting sector with a controversial evolutionary methodology, which is based on the exact
regulation of the processing procedure and delivery of the resulting information to various users, at the same time
correlated to the trends of global processes and events.

The article examines the evolution of the financial debts recording in the accounting, according to both the
international and the local legal norms in Republic of Moldova through comparative analyses; highlighting the
changes in the logic of accounting and identifying the advantages and disadvantages of certain accounting
procedures. The subjects of the study are the concepts, the financial debt structure, the borrowing costs, and the
accounts for the synthetic records of financial liabilities of the accounting cycle.

Keywords: accounting, financial debts, normative acts, accountants.

1. Introduction

Accounting is a part of the special economic sciences and activities. It is characterised by a strict
regulation of the processing procedure and the presentation of accounting information to local and
external users with direct and indirect financial interest.

Standardization of accounting activity is prescribed by specific legal requirements based on: Law
on accounting [5], National Accounting Standards (NAS) [10] or Financial Reporting Standards
(IFRS) [4] and Chart (Plan) of accounts [9].

According to the ,,Law on accounting”, no. 113-XVI1 of April 27, 2007, regulation of accounting in
Moldova includes:
a) providing normative and unique application requirements for accounting and financial
reporting entities, regardless of the type of economic activity;
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b) compliance of the requirements of NAS, NASPS or methodological norms approved by the
Ministry of Finance for the economic development sector of the country and the
requirements of users of financial statements;

c) enabling the unique application of accounting standards including IFRS, or the
methodological norms approved by the Ministry of Finance for the public sector;

d) establishment of the accounting standards and the financial reporting for small business
entities;

e) establishment of the requirements for the compliance with accounting rules and financial
reporting.

Moreover, accounting, as economical science, records the evolutionary changes of its own
methodology, matched to the trends of global processes and events. These methodological changes
must record the favourable effects of each accounting element of the accounting cycle.

Currently the borrowed capital represents a significant additional source for performing the
common activity of any economic agent, for the development, and for the business expansion. The
important accounting elements such as financial debts and the expenses/costs go through a
significant accounting cycle, the detailed analysis of which is presented in the following. In
addition we studied the problems, both the advantages and the disadvantages recorded for the
general and conceptual procedures, along with the normative regulation and the accounting cycle
of the financial debts, in both the evolutionary relations and the effect of the recent implementation
of new accounting laws.

2. Current level of understanding the problem, the purpose of research

Accounting for financial debts is an important accounting sector with controversial methodologies.
Actuality of the studied problem emphasised with the transition to the market economy, for the
reason that the efficient development of such an economy cannot be achieved without attraction of
external funding.

In accordance with the ,,Concept of Accounting Reform”, approved by Government Decision no.
1187 of December 24, 1997, since January 1, 1998, the ,,Conceptual basics of preparing and
submitting financial reports” [2], NAS [6], the ,,Comments on the applicability of NAS (CNAS)”
and the ,,Chart of accounts” [11] took effect. All these mainly correspond to the EU Directives,
IFRS, as well as to the economic development level of the local entities. The analysed accounting
sector was regulated by the NAS 23 requirements: ,,Loan expenses”’, CNAS 23 ,,Loan expenses”
and NAS 17 ,,Rent accounting”.

Since 2000 the accounting reforms did not practically continue caused by the lack of funding.
However, during that period, various national and international changes have occurred, which have
evolved towards new requirements on both the accounting methodology and financial reporting.
Therefore, the originally implemented NAS and other regulations lost their relevance and the
compliance to EU Directives and IFRS.

An unified set of NAS was optionally introduced as from January 1, 2014 and mandatory from
January 1, 2015 in order to ensure a relevant degree of veracity of the financial reports
(statements) along with the abolition of the one existing before. Simultaneously, the Chart of
accounts was modified.
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During the process of transition to and the application of the new NAS it is important to take into
account the following issues:

1) comments and examples of the new NAS and other accounting regulations have no
exhaustive character, but only explain some typical situations on the recognition,
measurement and accounting of accounting elements;

2) the terminology used in the new accounting regulations and NAS is taken from the EU
directives and IFRS.

The above-mentioned issues are the subject of our research, which is the analysis and the
improvement of the accounting methodology of and financial debts, straightforwardly derived
from the evolutionary changes of the legislation and accounting judgement.

3. Materials and methods

Accounting for financial debts was addressed through the comparative analysis of accounting
regulations. The research includes studying the evolution of accounting methodology of financial
debts in terms of accounting reform, integration into and the gradual alignment to international
standards in this area. The goal was achieved by the usage of the basic investigative tools such as:
analysis, synthesis, comparison, observation, accounting, etc. In addition, critically were analysed
the regulations of national and international accounting standards. In the Republic of Moldova,
various scientists studied the general features of the accounting for financial debts. Thus, essential
contributions in the evolution of accounting thinking of the analysed sector were performed and
published by the following authors: Bucur V., Nederita A., Tostogan P., Graur A. [1, 3, 8].

4. Results and discussions

In a market economy, accounting judiciously and strictly provides the objective, honest and
ordered information through financial statements to all user groups such as: suppliers, employees,
owners, company’s investors, creditors, shareholders, stock values, tax service and other state
organizations.

The purpose of accounting science is the continuous modification of the information processing
methodology for each affiliated element in order to adjust the effective managerial and other
decisions, as well as the effective management of the available resources. In the following we
analyse some problematic issues related to the financial liabilities.

4.1. Modification of legislative framework

Table 1: Normative regulation of accounting for financial debts

Basic NAS (optional from 01.01.2014,
elements NAS (01.01.1998-01.01.2015) [6, 7] compulsory from 01.01.2015) [10]
basic additional basic additional
Normative | NAS 23 NAS 1 NAS NAS
regulations | ,,Loan expenses”, »Accounting Policy”, ,Equity and debts”, »Accounting policies,
CNAS 23 NAS 3 NAS changes in accounting
,Loan expenses”, ,Composition of ,,Borrowing costs”, estimates and errors,
NAS 17 enterprise costs and NAS subsequent events”,
,Rent accounting”. expenditures”, ,Lease”. NAS
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NAS 13
»Accounting for non-
material assets”,
NAS 16
,><Accounting for long

term material assets”,
NAS 21

»~Expenses”,

NAS

»Intangible and
tangible assets”,
NAS

»Exchange rate and
sum differences”,

,,The effects of the NAS

exchange rates ,»Presentation of
variations”, financial statements”
NAS 5 etc.

,,Presentation of
financial reports” etc.

Source: proposed by authors based on normative acts

We certify that there have been favorable changes in the regulatory basis of recording the financial
debts. Currently the financial debts accounting, in Moldova, is regulated by the ,,Equity and debts”
of NAS provisions. This basic standard is developed under EU Directives, Conceptual Framework
for Financial Reporting, IAS 19 ,,Employee benefits”, IAS 20 ,,Accounting for government grants
and disclosure of government assistance” and IAS 37 ,,Provisions, contingent liabilities and
contingent assets”.

However, by analyzing other basic laws, one may reveal that the definitions have changed, the
economy language NAS 23 ,Loan expenses’, NAS 17 ,Rent accounting”. As regulating
drawbacks, for accountants, might consist of exclusion of the numbering standards and, above all,
the removal of the subordinate system of normalization — the removal of the comments from NAS.
This does not contribute to the completeness of accounting legal system.

Some accounting specialists can question the modifications’ equity in definitions of the new
National Accounting Standards. What is in essence the leasing, the lease, the rent? What is the cost
and the expense? An accountant takes all these aspects in a logical, conceptul, methodical way.

4.2. Modifications in the general conceptual handling of financial liabilities

Each affiliated element is involved in the accounting cycle [5] comprising:
a) primary documents’ recording and their compilation;
b) recognition and assessment of accounting elements;
¢) accounting information inclusion in the accounts;
d) preparation of the accounting records;
e) the accounting inventory;
f) preparation of the trial balance, of the ledger (Big Book), and the financial statements.

One of the main step in the accounting cycle is the assets recognition, which is impossible without
the awareness of the form and content of each accounting element.

Traditionally, debts were accountedly designated as foreign sources of financing the enterprise’s
assets and as payment commitments of the enterprise to suppliers, for goods purchased and
services rendered, as well as commitments to staff on payment, to the state on taxation, to other
corporate and individual subjects [3, p. 361]. Liabilities are recorded from previous transactions or
events that result from contracts or legislation requirements (examples: the purchase of goods and

services with subsequent clearing, the bank loans acquisition, the tax calculation, etc.) [2].
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Previously the debt concept was covered superficially and was only a backup in the accounting
regulatory basis. One considers that:

- the main feature of a debt is that the enterprise is obliged to act as mutually agreed,

- the liabilities are the result of previous transactions or events.

Today, with introduction of the new NAS and their compulsory usage from January 1, 2015, the
conceptual handling of the problem was solved. Simultaneously this accounting element was
legally defined as current obligations of the entity, which arise from previous economical doings
and whose settlement is expected to result in a resource diminishing that includes economical
benefits [10]. Moreover, one should note that the conceptual definition of the debt types, including
the financial ones, is missing and presents a crucial omission for specialists.

Financial liabilities include the liabilities associated with the usage of the borrowed capital.
Previously as borrowed capital were seen the bank loans as well as the loans in local and foreign
currency received by the company from other individuals or legal entities, on a fixed term and for
a certain interest [6; 7; 3, p. 363]. Nowadays the financial liabilities [10] include the liabilities
related to:

1) credits and loans received for a specified period and for a certain interest or for free;

2) assets received in financial leasing etc.

This change highlights the normative superiority of the logical thinking and the evolution of
financial liabilities and accounting methodology, thus, allowing us to define the financial
liabilities:

Financial liabilities are the obligations of the entity arising from the economical doings prior to

loans, as well as the loans received to assure the enterprise’s activity and the assets received in
financial leasing.

Financial debt accounting methodology has been also improved in the recognition of accounting
elements area. In The Conceptual bases of preparation and delivery of financial statements [2] the
recognition of property items was generally addressed for all items that matched the item
definition in the financial report to be active or passive. Accounting element had to be documented
when:

a) any possible economic advantage for the post might be obtained at the enterprise or
might leave it;

b) the post has a value that can be mesured with high accuracy.

The local researchers [3, p. 362] indicated that the debts can be established and can be included in
the balance sheet in cases when the following conditions are met:

a) the probability exists that the assets will diminish, cash and other own assets which bear
economic benefits,

b) the amount of debts can be accurately assessed.
The NAS’s ,,Equity and debts” specifies that the debts are recognized in accrual basis when:

1) it is certain that the debts settlement will result in an outflow of resources leading to
economic benefits;

2) the amount of debt can be measured reliably.
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We consider that the last regulation should be extended with the basic criterion to identify the
sheet element namely - the legal basis for recognizing the current obligations of the entity which
arise from the previous economic activity.

An essential part of financial debts is the liability connected to the temporary usage of foreign
sources. The Borrowing Costs, previously named as loan expenses, identify the opposite element
of double-entry accounting of debts, aroused as a result of using the borrowed sources (Figure 1).

NAS 23 ,,L.oan expenses” IAS 23 ,,Borrowing costs” |
| | | | | |

- o S = o S =

NAS ,,Borrowing costs”

Loan expenses - expenses for
interest payment and / or
other expenses incurred by
the company in connection

Borrowing costs - interest
and other costs related to the
received loans and financial
lease.

Borrowing costs are interest
and other costs that an entity
incurs in connection with the
borrowing of funds.

to the receipt of borrowed
loans.

Figure 1: Conceptual definition of the payment due to managing foreign sources
Source: proposed by the authors based on normative acts

One should note that in NAS, compulsory as from January 1, 2015, modifications have occurred to
adjust to the international regulations. NAS’s ,,Borrowing costs” has been developed based on
NAS 23 ,,Loan expenses” adjustment information in accordance with EU Directives and IAS 23
,Borrowing costs”. Basically the definition of payments born to attract foreign financial sources
has not been changed. Moreover, we want to stress on the more precise formulation of NAS’s
borrowing costs: ,,Borrowing costs” vs IAS 23 , Borrowing costs”, which expresses the deep
understanding of the composition and nature of these expenditures by local experts.

Borrowing costs include various elements. Table 2 comprises the evolution of this accounting
element.

By analyzing temporal changes in the composition of expenditure / costs for borrowed capital in
local and international normative acts, we have found the following:

- NAS 23 ,,Loan expenses” and IAS 23 ,,Borrowing costs” contained the same elements on
a specific date, but with economic terms differently defined;

- at its implementation at January 1, 2015, the NAS’s ,,Borrowing costs” and NAS’s
,Expenses”, the international normative act has undergone conceptual changes: the following
items were excluded: (b) amortization of discount or of the premiums on loans and (c)
amortization of ancillary costs made to obtain loans, which shows the presence of a regulatory
disagreement;

- NAS’s ,,Borrowing costs” and the Annex 4 to the NAS’s ,,[Expenses” contain Specific
accounting approaches that are not included in IAS 23 ,Borrowing costs”, referring to the
differences on borrowings amount to the extent that they are regarded as an adjustment to the
interest costs, confirming the continuous improvement of accounting methodology;

- bank overdraft was excluded from regulations.
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Table 2: Composition of expenses/costs associated with the borrowed capital

Normative NAS 23 ,,Loan NAS ,,Borrowing NAS ,,Expenses” IAS 23 ,,Borrowing
act expenses” costs” (Annex 4) costs”
Basic a) interest rates on 1) the interest on loans; | 1) the interest expenses | a) interest expense
elements short- and long-term 2) the additional loan on bank loans calculated using the

‘Source: proposed by the authors based on normative acts

loans, including bank
overdraft;
b) amortization of

costs (consulting
services, banking
commission, etc.);

(including bonds and
promissory notes
issued) and financial

effective interest
method as described in
IAS 39 Financial

discount or of the 3) financial lease lease contracts which Instruments:
premiums on loans; interests recognized in | are not capitalized in Recognition and
) amortization of accordance with accordance with the Measurement;

other expenses related
to receiving loans;

d) financial payments
related to finance
leases in accordance
with NAS 17 ,,Rent
accounting”;

e) exchange rate
differences occurred in
the loans in foreign
currency, which are
considered as
corrections to the
expenses due to
interest payments.

NAS’s ,,Contracts of
leasing (Leases)”;

4) exchange rate and
amount differences
related to loans as long
as they are considered
an adjustment to the
expenses by the
interest;

5) amortization
amounts of the
premiums for the
bonds issued, etc.

NAS’s ,,Borrowing
costs”, as well as bank
loans and
compromised (expired)
loans and the paid
loans of subsidiaries,
associated entities and
daughters;

2) charges related to
contraction of bank
credits and loans;

3) expenses of
amortization of
premiums for bonds
issued;

4) other expenses
related to activities of
attraction of borrowed
sources.

b) [deleted];

c) [deleted];

d) finance charges in
respect of finance
leases recognized in
accordance with IAS
17 Leases; and

e) exchange
differences arising
from foreign currency
borrowings to the
extent that they are
regarded as an
adjustment to interest
costs.

4.3. The modification to the chart of accounts in respect
to the synthetic evidence of the financial debts

Changes in accounting regulations have prompted the need to review the chart of accounts. Figure
2 summarizes the changes in the accounts linked to the recording of the financial debts.
For information provision to the financial debt accounting cycle four categories of accounts for
synthetic record are provided:
1) long-term financial debts;
2) short-term financial debt / current;
3) expenses / costs for borrowed capital;
4) income from borrowed capital.

In the general chart of accounts, optionally applied in Republic of Moldova as from January 1,
2014 and compulsory as from January 1, 2015 to the chart of accounts of financial-economic
activity of an enterprise, there have been a number of changes to the content, ordering, and
designation.

From the chart of accounts used during 01.01.1998 - 01.01.2015 there were excluded the accounts
designed for generalization of information on bank loans for long-term employees 412 ,,Long term
bank loans for employees” and 512 ,,Short-term bank loans for employees”. Account 421 ,,Short —
term lease debt”, previously located in computed debt group, was reasonably moved to the group
of financial liabilities, being renamed and objectively recoded as required by the new regulations

413 ,,Long-term Finance lease debts”. To the group of analyzed debts new debt accounts were
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,»Short term debts on saving deposits by members of saving and loan associations”.

Chart of Accounts

01.01.1998-01.01.2015

Chart of Accounts
optional from 01.01.2014
compulsory from 01.01.2015

Long-term financial debts

411 ,,Long term bank loans”

411 ,Long term bank loans”

412 ,,Long term bank loans for employees”

Excluded

413 ,,Long term loans”

412 ,,Long term loans”

There is analog in group of accrued debts
421 ,,Long term debt leasing”

413 ,, Long term debts related to the financial
lease”

414 ,,Other long term financial debts”

No analog

No analog

414 ,,Long term debts on saving deposits by
members of saving and loan associations”

Short term (curr

ent) financial debts

Short term financial debts

Current financial debts

511 ,,Short term bank loans”

511 ,,Short term bank loans”

512 ,,Short term bank loans for employees”

Excluded

513 ,,Short term loans”

512 ,,Short term loans”

No analog

513 ,,Short term debts on saving deposits by
members of saving and loan associations”

514 ,,Current share (quota) of the long term
debts”

No analog

516 ,,0Other short term financial debts”

No analog

515 ,,Anticipated current earnings”

Transferred to the group of accrued debts
535 ,,Anticipated current earnings”

No analog

5413, Preliminary financial lease debts”

Expenses / costs

of borrowed capital

Loan expenses-the recommended approach
by NAS 23 ,, Loan expenses”

Borrowed costs
settled to current expenditure

7145 ,,Interest charges for loans and
borrowings”

7143 | Interest charges”

Loan expenses - accepted alternative
approach

Capitalized borrowed costs

112 ,Non-material assets in progress”

111 , Intangible assets in progress”

121 ,,Material assets in progress”

121 ,,Tangible assets in progress”

No analog

151 ,,Investment property”

7223 ,,Expenditure on exchange rate
differences”

7221 ,,Expenses from foreign exchange rate
differences”

No analog

7222 ,,Expenses on sum differences”

7222 , Expenditure on financed rent of long-
term tangible assets”

7143 , Expenditure on interests”

Income borrowed capital

6223 ,,Income from foreign exchange rate
differences”

6221 ,,Income from foreign exchange rate
differences”

No analog

6222 ,,Income from sum differences”

Figure 2: Accounts for synthetic evidence
Source: proposed by the authors based on normative acts

of accounting cycle of financial debts
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Under the new regulations, the financial leasing interest, which was correctly accounted on
account 7222 ,,Expenditure on the financed rent of long-term tangible assets” is now included in
7143 ,,Expenditure on interests”. Under this account there are accounted all interests including the
ones for credits and loans, whose synthetic records were previously kept in a separate account of
the second order 7145 ,,Expenditure on interest rates for credits and loans”. In our view the interest
rates, as financial element, has rationally to be accounted at the financial expenses account.

The emergence of the new second order accounts 7222 ,,Expenditure on sum differences” and
6222 ,Income from sum differences” emphasizes the role of foreign funds in the national
economy, at the same time loading the accounting work by additional operations and increases the
processing time of the economic operations. Only the time and their effect on the financial
situation of a company will answer the question how justified was their usage.

5. Conclusions

Accounting as a science and practical activity is dependent on the quality of legal norms in the
field. The regulation affects accounting accurate reflection of economic events within an economic
entity and the effect of the data provided by accounting on the managerial decisions. Everything is
in constant motion and transformation, which is also true for the accounting methodology. It is
considered that the new laws are superior to the previous ones, but there are many questions marks
on the new terminology, on the logic of economical phenomena interpretation, as well as on the
quality of accounting treatments and on the methodological normative acts.

Accounting reforms continue, along with which continue the theory to differentiate from the
practice. Improving of the accounting methodology is possible only through communication,
dialogue with professionals who expect clarity, simplicity, logic in the information processing.
Also accounting normative acts must be more explicit, indicating the goal of the methodical
process and the expected effect of its usage. These judgments also refer to the international legal
acts.
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Rezumat

In conditiile economiei de piatd intreprinderile au nevoie de resurse majore pentru asigurarea continuitdii
activitdtii economice, finantarea unor proiecte de dezvoltare, investitii etc. Insuficienta periodicd a surselor proprii
de finantare impune o cerere mare a intreprinderii privind resursele imprumutate. Contabilitatea datoriilor
financiare prezinta un sector contabil important cu o metodologie evolutiva controversatd, bazata pe o reglementare
stricta a procedurii de prelucrare si prezentare a informatiei contabile utilizatorilor, coordonata totodatda cu
tendintele globalizarii proceselor si fenomenelor.

In articol se analizeazd evolutia inregistrarii datoriilor financiare in contabilitate conform normelor legale
pe teritoriul Republicii Moldova si normelor internationale prin analize comparative cu evidentierea modificarii
logicii contabile, identificarea avantajelor si dezavantajelor tratamentelor contabile corespunzatoare. Cercetarii
sunt supuse conceptele, structura datoriilor financiare, costurilor indatorarii, conturile destinate evidentei sintetice a
ciclului contabil al datoriilor financiare.

Cuvinte-cheie: contabilitate, datorii financiare, acte normative, cont contabil.

Annomayusn
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obecneyenuss HenPepvlBHOCU X03AUCTNEEHHOU 0eaMeNIbHOCU, DUHAHCUPOBAHUSL HEKOMOPBIX NPOEKMO8 PA3GUMUSL,
uneecmuyuti u m. 0. Ilepuoouneckas HeOOCMAMOYHOCHL COOCMBEHHbIX UCMOYHUKO8 (DUHAHCUPOBAHUSL
npeonpuamus npedonpeodensem 0onee BbICOKUI CHPOC HA 3deMHble pecypcbl. Yuem (DUHAHCOBbIX 00s3amenbcme
npeocmasnienm BaAX’CHuLL CEKMop y4ema ¢ OCNOPUMOU I60TIOYUOHHOU Memooonocuell, OCHOBAHHOU HA CMPO2OM
pe2yiuposanuy  nopsaoka obpabomku U npedcmasneHus  OyXeanmepckou — UH@oOpMayuu  NOAb308AM ENAM,
€021aCO8AHNOL MAKdICce ¢ MEHOEHYUAMU 2I00ATU3AYUU NPOYECCO8 U A6TeHUI.

B cmamve paccmampusaemcs paszsumue yiyema @QUHAHCOBLIX 00A3aMeNbCMe 8 COOMBEMCMEUU ¢
3akonooamenvcmeom Pecnybnuxu Mondosa u mexcoynapoOnvbiMu HOpMaMy, nymem CPAGHUMENbHO2O AHAIU3A U
ocgewenuss UsMEHeHUll 8 YUemHOU JiocuKe, ONpeoeneHus NpeumMyujecms u HeooCmamKo8 COOmMEemcmseyIouux
yuemuwvix npoyedyp. Hccrnedosanuro noonexcaru meopemuyeckue KOHYenyuu, CmMpyKmypa @QUHAHCOBOU
3A00IHCEHHOCMU,  3aMpam  NO  3AUMAM, CYema CUHMEeMUYecKo20 Yuemd YYemHo20 Yukia @QOUHAHCOBLIX
00s13amenbems.

Knruesste cnosa: Oyxeanmepckuil yuem, (purHancoguvle 0053amenbemed, 3aKOH00amenbHble akmol, OyxearmepcKull
cuéem.

The publication is fulfilled within the research Project ,,Domestic trade and consumer cooperatives
development in the context of economic integration of the Republic of Moldova in the European
Community” (code 15.817.06.28A).
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