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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
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Abstract

Currently, a specific feature of the Russian economy development is its digitalization. Many business
entities use digital marketing instruments to conquer markets, strengthen customer loyalty and increase sales.
Therefore, the problem of promoting companies in the market with the help of modern marketing instruments is
now particularly relevant. In this article, the authors proposed actual classification of BTL-communications
suggesting their division into 3 types: sales promotion, public relations and Internet advertising. The
classification of sales promotion instruments has been updated; in particular, the authors attributed direct
marketing and sponsorship to consumer incentives (promotion actions with image-based communication). Unlike
many interpretations, this group includes merchandising and event marketing. The instruments of moral and
remunerative incentives for employees were highlighted. The authors emphasized the Internet advertising
comprising such marketing promotion instruments as content marketing, e-mail marketing, social media
marketing, guerrilla marketing, influencer marketing, etc., and defined Internet advertising as an important
component of BLT-communications.

The study focuses on social media marketing (SMM): the number of social networks and instant
messengers’ users over a three-year period has been analyzed; advantages and disadvantages of social networks
for company’s market promotion have been highlighted.

Keywords: ATL- and BTL-communications, email marketing, social media marketing, hidden marketing,
influencer marketing, blogging, search engine optimization

1. Introduction

In the period of fierce competition between business entities, special attention is given to the
instruments for the company’s market promotion and their modern means, notably marketing
communications.

The economic literature identifies various types of marketing communications. According to
many domestic and foreign scientists, the main instruments of marketing communications are
advertising, sales promotion, public relations (PR), direct marketing [1, 3, 11].
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2. The extent of the current study of the problem, objective of the study

Actual issues of the company’s market promotion by using modern marketing instruments are
investigated in the works of Tarasova E. E. [12, 13], Isaenko E. V. [2], Makrinova E. I.,
Rozdolskaya 1. V. [9, 10], Matuzenko E. V. [4, 7], Kolesnikova E. V. [4], Golubkova E. N.,
Konovalenko V. A. and other scientists.

In the researches of Marochkina S. S., Dmitrieva L. M., Azarova E. V., Senderov D. V.,
Romat E. V. on marketing communications much attention is paid to their classification.

However, classification of marketing communications requires detailed clarification and
systematization under the conditions of economy digitalization. It can help to identify modern
marketing instruments for the company’s market promotion, which is the exact subject of this
article.

Many domestic and foreign authors divide marketing communications into 2 types: ATL-
communications  (direct communications) and  BTL-communications  (indirect
communications). Direct communications include traditional types of advertising: radio
advertising, TV advertising, cinema advertising, transportation advertising, outdoor
advertising, print advertising, point-of-sale advertising [5, 6, 8]. Marketers’ approach to
indirect communication instruments is somewhat different.

In the context of the economy digitalization and Internet technologies development, various
new instruments are used to promote companies on the market, and therefore this issue
requires detailed consideration.

The objective of the study is to systematize certain types of marketing communications, in
particular, to structure types of the company’s Internet promotion.

3. Methods and materials applied

The validity and reliability of the research results are based on the use of general scientific
methods (dialectics, analysis, synthesis, consistency, complexity), as well as economic and
mathematical research methods.

4. Findings and discussions

Having analyzed various classifications of marketing communications the authors suggest
grouping BTL-communications into 3 types: sales promotion, public relations and Internet
advertising (Figure 1).

The last group includes modern types of Internet advertising, which affect the target audience,
rather than directly, notably SEO promotion, SMM, influencer marketing, native advertising,
etc. In addition, the authors grouped instruments for sales promotion in appropriate clusters:
consumer promotion, intermedia promotion and employees’ promotion. Each of these groups
has its own promotional instruments (Figure 2).
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MODERN TYPES OF MARKETING COMMUNICATIONS
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Figure 1. Modern types of marketing communications (author’s narrative)

9




ISSN 2345-1424 http://jrtmed.uccm.md E-ISSN 2345-1483

Sales promotion
Intermedia promotion
Growth of Growth of N . Growth of
Distributional actions
purchases «sell-out» loyalty
- personnel
- annual volume - incentives for - distribution reward training
discount intermediaries - Stimulation of the - unique
- volume of - sales promotion single product distribution
advertising budget «secret shopper» purchase - business
- limited time - promotion through | | - Sale in promotional gifts
discount intermediary channels packages - business
- goods gift for events
volume
A 4
Consumer promotion Employees promotion
Promotion . .
. . C Promotion action
Promotions with action with . .
. I with guarantee Remunerative Moral
image communication expectable ofit
profit P
i lc(gr:i:si: - honuses - promotional gifts
- merchandising - momentary - sampling - coupons - certificates
marketing director surprises - promotional - gift checks -awards
- event marketing - gaming nackaging - prizes - additional leave time
- charity events marketing | |- loyalty programs
- Club programs - stocks with price
- sponsorship cutting
- flyers - stocks with
- POSS materials refund
- coupon stocks

Figure 2. Classification of sales promotion instruments (author’s narrative)

The authors attributed direct marketing and sponsorship — the instruments of BTL-
communications — to consumer’s promotion, in particular, to promotions with image
communication. In contrast to many interpretations, this group includes merchandising and
event marketing. Employees’ promotion is divided into 2 groups — remunerative and moral,
and each of them presents a corresponding instrument.
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However, according to the authors, a fundamentally new type of BTL-communications is
Internet advertising, which they classify as an innovative marketing activity. Pioneering
marketing instruments for the company’s Internet promotion are systematized in Figure 3.

However, according to the authors, a fundamentally new type of BTL-communications is
Internet advertising, which they classify as innovations in marketing activities. Innovative
marketing instruments for Internet promotion of the company are systematized in Figure 3.

Content marketing (blogging, linkbyte, guest posts, video creation,
—»information booklets (e-books, infographics), webinars, content syndication,
podcasting)

E-mail marketing (newsletter, personalization and hyper-personalization,
prompt reply)

SEO promotion or search engine optimization (internal and external
optimization)

Social Media Marketing (SMM) - Vkontakte, Facebook, YouTube,
Instagram, Odnoklassniki

| Contextual advertising (search, thematic, behavioral)

!

Display advertising (banners, videos, branding)

Innovative types of Internet promotion

Hidden marketing (buzz-marketing, word-of-mouth, guerrilla marketing,
viral marketing, hidden advertising)

!

Native advertising (advertisements in search engines, recommendations,
product placement, branded content, special projects, advertisements in
social networks)

| > Influencer Marketing (sponsored blog posts, branding content on social
networks, content creation by opinion leaders)

Figure 3. Innovative marketing instruments for Internet promotion of the company

Let us consider these instruments in more detail.

Content marketing is a form of marketing that focuses on creation and exchange of online
materials (videos, blogs, and posts in social media) that do not promote the brand openly but
draw attention to it and increase the interest for its products or services.
The following forms of content marketing are applied in practice:
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— blogging — existence of a blog (weblog) or an information channel;

— linkbyte — content that is written specifically to enhance the link mass;

— guest posts — materials or articles posted on third-party resources in order to get
back links to the owner’s website or blog;

— video creation — if a company can produce useful content for video creation then it
will be able to attract more users;

— information booklets, e-books and infographics — creation of any of these content
forms helps the company strengthen its credibility in an expert capacity;

— conducting webinars — one of the few Internet marketing instruments that allows
company specialists to communicate with their audience in real time;

— syndication of content — full or partial distribution of publications to other sites or
pages,;

— podcasting — an online audio file that is currently very popular all over the world.

Email marketing is a document that describes:
— goals that should be achieved by means of email marketing;

— specific actions necessary to achieve these goals.

The most common forms of email marketing are: newsletters; personalization, prompt replies;
lead magnets; segmentation; split testing of letters (or A / B testing); automation.

Search engine optimization (SEO) is the process of maximizing the number of web visitors
by advancing resource’s position in the search engine results. For company promotion it is
advisable to monitor the website optimization.

Social Media Marketing (SMM) is advertising on social networks and instant messengers.

Let us consider the most popular social networks and instant messengers in Russia (tables 1,
2).

As seen in Table 1, during the considered period the most popular social networks in Russia
were: VKontakte (1st place), Instagram (2nd place), Odnoklassniki (3rd place), Facebook (4th
place).

Table 1. The number of users of popular social networks
in Russia for 2016-2018

Number of monthly Russian
Types of Social audience by types of social networks, Growth rate, %
Networks thousand people
2016 2017 2018 2017/2016 | 2018/2017

VVKontakte 13278 25722 36453 193,7 1417
Instagram 4645,7 7143 23740,6 153,8 332,4
Odnoklassniki 13350 14200 15800 106,4 111,3
Facebook 1021,7 1953 2250,5 186,0 118,5
Twitter 669,5 1170,7 818,3 1749 69,9
Moy Mir 165,5 169,9 99,1 102,7 58,3
LiveJournal 196,2 81,4 55,9 41,5 68,7

Source: [13]
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In 2016-2018, the most rapidly growing social networks were Instagram and VKontakte. So,
over a three-year period, the number of Instagram platform users increased by more than 5
times, and Vkontakte — by 2.7 times. The number of Facebook social network users has
increased by 2.2 times, and the total growth of Twitter’s visitors amounted to 148.8 million
only. As for such social networks as Moy Mir and LiveJournal the number of users has
significantly decreased over the analyzed period.

http://jrtmed.uccm.md

In addition to social networks, Russian customers actively use instant messengers (Table 2).

Table 2. The share of popular instant messengers’ users
in Russia for 2016-2018

Types of The share of users by type of Growthirate %
instant messengers,%
messengers 2016 2017 2018 2017/2016 | 2018/2017
WhatsApp 24 30 38 125,0 126,7
Viber 23 27 33 117,4 122,2
Skype 30 14 10 46,7 71,4
Telegram 3 11 14 366,7 127,3
Others 20 18 5 90,0 27,8
Total: 100 100 100 - -

Source: [13]

At present WhatsApp is the most popular messenger in Russia, Viber is running second, and
Telegram is in the third place. During the period under review, the Telegram channel
developed at the fastest pace. So, in 2018, 14% of the population used it, which is 4.7 times
more than in 2016. WhatsApp audience increased by 14% and Viber became popular by 10%.
At the same time, over a three-year period users began to communicate less via Skype.

Having studied the characteristics of the most popular social networks in Russia (VKontakte,
Instagram, Odnoklassniki, Facebook), the authors systematized their advantages,
disadvantages and application features for marketing promotion. The results are presented in
Table 3.

Table 3. Comparative analysis of popular social networks in Russia

Social

(carousel, universal
record, record button);

— banner advertisements
(for communities,
applications and
external websites);

— advertising in
overlapping content
communities

number of targeting
settings, effective
organic reach,
possibility of inviting
users to a group

Main formats Benefits Disadvantages
network
1 2 3 4
VKontakte — advertising tape record | broader reach, a large | high competitiveness,

users’ blockage to
invitations to groups
and meetings, strict
moderation

13
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1 2 3 4
Instagram — images; broader reach, easy | inability to publish
— video: advertising set up, links in posts and
— ring gallery; easy promotion posts visibility
— selection through mass liking | dependence on the
and massfollowing participation level,

which makes it
difficult to start
something from

scratch
Odnoklassniki | — carousel; — reach of solvent complicated
— mobile video customers, advertising settings,
advertising; interesting content | lack of a solvent
— audio advertising; virality; youth audience and
— video posts; — when a user the network’s
— notes with an active | appreciates avideo | unsuitability for
button: with the mark doing business
— notes with lead ads; “Klass”, all user’s
— video banners friendsand
subscribers see it
Facebook — photo; a huge number of truncated organic
— video; advertising settings, reach and
— stories download; wide promotion SOphiSticated

— Messenger download; functionality, broad interface
— ring gallery; coverage of foreign
_ slide show" target audience

— selection of goods;
interactives

The authors singled out the peculiarities of marketing promotion within the following social
networks: advertising in VKontakte, advertising in Facebook, advertising in Instagram,
advertising in Odnoklassniki.

Advertising in VKontakte. VKontakte is the most popular social network in Russia. This
platform enables active promotion of both internal and external resources. MyTarget, a
special service of Mail.ru, allows posting advertisements in VKontakte providing more
options than the internal platform does.

Advertising in Facebook. Facebook is one of the largest social networks of the world with
over 2 billion users. Advertising on this platform’s basis is known for its wide functionality
and high efficiency. Flexible adjustments are available in AdsManager profile.

Advertising in Facebook is mainly aimed at promoting the posted information (each post is
provided with the button underneath) and personal accounts; attracting visitors to the website;
acquiring a great number of leads; receiving responses to invitations; advancing proposals.

Advertising in Instagram. Instagram is growing exponentially and has already numbered more
than one billion users. In Russia 23 million people use this social network.
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Advertising in Instagram is used variously: advertisement placement in the feed; advertising
in stories; advertising in bloggers’ websites (agreed personally or through external
instruments).

Advertising in Odnoklassniki. Odnoklassniki is the third most popular social network in
Russia, providing options both to media and target advertisements. There is also a possibility
to reach an agreement with network’s owners directly.

Advertising through social networks is preferable for both large corporations and small
businesses. Social networks place advertisements on reasonable prices and suggest many
options for testing. It is necessary to choose the right platform and adjust targeting properly.

Contextual advertising. This type of advertising can be seen on search engines websites and
in advertising blocks of various sites. There is a 100% possibility for such advertising to be
seen by potential customers as it addresses precisely users’ queries (key words or triggers).

The following types of contextual advertising are practically applied: searching, thematic and
behavioral.

The advantages of contextual advertising include precise targeting the group of users defined
by the advertiser (searching, thematic, geographical targeting, etc.); prompt results; payment
for the obtained results only.

The authors singled out the following peculiarities of contextual advertising application used
for business promotion:
— unstable effectiveness when advertisements are not shown if funding has ended,;
— the price of a click can be changed several times during the payment period as
systems use the auctioned model of placement advertisements in their blocks;
— for some categories of businesses the price of a click may be more expensive than
the unit price of the sold items during the high sales season.

Media advertising is a graphic message placed in advertising blocks of a website, in ICQ
client windows, on pages of searching systems, etc. It resembles the newspaper advertisement
but possesses the advantageous interactive form and has the possibility to measure the result.
The main characteristics of the most widely spread types of media advertising are presented in
Table 4.

Table 4. Characteristics of the most widely spread types of media advertising

Types of media Characteristics

advertising
1 2
Banners It is one of the first types of media advertising. A banner can cover all

the site contents for some seconds and after clicking, a promo page
opens automatically. This type of banner is called rich media. Currently,
animated banners are of great popularity.

Video Users watch video advertisement at information and entertainment
portals or via video hosting. A commercial is shown in the beginning
(pre-roll), in the middle (mid-roll) and in the end (post-roll). There is a
specific format for each type of commercials depending on its aim
described in the rules of the video platform, for example, in YouTube
instruction.
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1 2

Branding Advertisement is posted within popular news and entertaining
platforms. It is possible to brand the main page (e.g. at Kinopoisk
website while promoting movies) or the only page. Branded
advertisement is considered to be one of the most expensive media
formats due to certain complications while posting and some specifics
of platforms with a great number of users.

The advantages of media advertising include the effect of memory, which implies a rapid
memorization of a brand or a company name; immediate start of work and acquiring fast
results; creation of a brand or a company sustainable image; possibility to adjust flexibly to
target audience.

In authors’ opinion, when promoting companies it is necessary to take into account some
particular traits of media advertising: high price in comparison with other Internet promotion
instruments; necessity to apply new methods of visitors’ attraction; use of a new format for
special projects, which brand thematic websites and a banner turn into an independent game
application so that its price rises significantly.

Guerilla marketing. A company is promoted by latent influence upon target customers
through forums, blogs, social networks, feedback services, etc. This type of advertising is
incredibly simple and efficient. Some agents are embedded in the masses, starting a thematic
discussion. If it is done competently, users are not even aware that somebody is trying to
manage and direct their preferences and do not perceive information as an advertisement.

Guerilla marketing includes the following types of promotion: buzz-marketing, marketing,
rumor marketing, marketing of talks, WOM marketing, oral marketing, viral marketing, and
hidden advertisement.

The advantages of guerilla marketing include the following:

— low-pressure advertising of goods implying the possibility to describe all their
qualities and differences from the ones offered by competitors;

— areal customer considers that he or she has come to the conclusions independently
without any influence on their opinion;

— possibility to participate in a discussion, which can lower the quality of a
product/company and change the situation in their favor;

— long-term results implying thematic discussions at forums, posts in networks and
communication in blogs, which remains in Internet for a long period.

Nevertheless, the use of guerilla marketing comprises some specifics:

— possibility of disclosure and negative feedback from visitors and administration of a
website;

— some technical complications, namely, some resources demand to carry out certain
additional activities as to change IP, re-register, etc.

— efficiency of an advertisement can be evaluated by only measuring the audience
size and the degree of users’ involvement into a discussion, but it is almost
impossible to measure the number of visits on a company’s website.
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Native advertising is considered to be a natural one. It is organically included into the
contents so that it causes no irritation and is more credible among potential customers. The
following types of native advertising are applied currently: advertising in searching systems;
recommendations; product placement; branded contents; special projects; advertising in social
networks.

Influencer marketing is a form of marketing, which primarily considers the opinion leaders,
but not the target market as a whole. It defines the range of people who can influence upon
potential customers and concentrate its marketing activities around them. Not only a certain
person, but also any group, brand, company or even place (for example, a hobby club) which,
for some reasons, is trusted by users can turn to be the “influencer”.

There are the following types of influencer marketing: sponsored posts in blogs; placement of
branded contents in social networks; creation of contents by leaders of opinions.

According to authors’ judgement, the main peculiarity of influencer marketing usage is the
high price of advertisement: the more subscribers the opinion leader possesses, the higher is
the price of his or her advertising.

5. Conclusions

Thus, the following results have been obtained during the study:

— it has been suggested to classify BTL-communications into 3 types: sales
promotion, public relations and Internet advertisement;

— in authors’ opinion, Internet advertising is a fundamentally new form of BTL-
communications implying such business promotion instruments as content
marketing, e-mail marketing, marketing in social media, guerrilla marketing,
influencer marketing, etc.;

— classification of sales promotion has been specified. In particular, direct marketing
and sponsorship have been categorized by authors as activities aimed at
encouraging customers (promo actions with branding communication);

— the important role of social media in promotion of goods and services to the market
has been exposed (social networks and instant messengers’ users over a three-year
period has been analyzed); advantages and drawbacks of social networks in
business promotion have been revealed.

Modern innovative business promotion marketing instruments include SEO-promotion,
SMM, Influencer marketing, native advertising, e-mail marketing, contextual marketing,
guerilla marketing, contextual and media advertisement. It is indispensable to
comprehensively apply all the above-mentioned innovative business promotion marketing
instruments to succeed in business.
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Rezumat

Actualmente, o caracteristica specificd a dezvoltarii economiei Federatiei Ruse reprezinta digitalizarea
acesteia. Multe entitati economice folosesc instrumentele marketingului digital pentru ocuparea pietelor,
sporirea fidelitatii clientilor si cresterea vdnzarilor. Prin urmare, o importantd deosebitd capata astdzi problema
promovarii companiilor pe piatd cu ajutorul instrumentelor moderne de marketing. In articol, autorii au propus
o clasificare a comunicatiilor BTL, cu divizarea lor in 3 tipuri: promovarea vanzarilor, relatiile cu publicul si
publicitatea online. Clasificarea instrumentelor de promovare a vanzarilor a fost precizatd. Marketingul direct si
sponsorizarea au fost trecute de catre autori la categoria stimularii consumatorilor (actiuni promotionale cu
comunicare de imagine). Spre deosebire de multe interpretari existente, acest grup include merchandisingul si
marketingul de evenimente. Au fost relevate instrumentele de stimulare morald si materiald a angajatilor.
Publicitatea pe internet, cu instrumentele de promovare a unei companii pe piatd precum content marketing,
email marketing, marketingul media social, marketingul ascuns, influencer marketing etc., este evidentiata de
autori ca o componentd importanta a comunicatiilor BTL.

Studiul s-a concentrat pe marketingul media social (SMM): a fost analizat numdarul de utilizatori din
retelele de socializare si mesageria instantanee pe o perioadd de 3 ani, au fost identificate avantajele si
dezavantajele utilizarii retelelor de socializare pentru promovarea unei companii pe piatd.

Cuvinte-cheie: comunicari ATL si BTL, email marketing, marketing media social, marketing ascuns, influencer
marketing, blogging, optimizarea cautarii

Annomauus

B nacmosiwee spemsi 0COOEHHOCMbIO PA36UMUSL POCCUICKOU IKOHOMUKU SIGIAEMCsL ee Yupposu3ayusl.
Mnuoeue xossticmeyiowue CcyObeKkmol pPuIHKA ¢ Yeabl0 3060€6AHUsL  PbIHKOS, HOGbIUEHUS. JOSIbHOCHU
nompebumenei u yeenuueHus npooadic UCNOAb3YIOM Yu@ppoevie MapkemuHzogvle uncmpymenmol. Iloosmomy
npobrema NPoOSUNCEHUsT KOMNAHULL HA DbIHKEe C HOMOWbIO COBPEMEHHbIX MAPKEMUH208bIX UHCIMPYMEHMO8
A6ILEMCsL 8 HACMOsUee 8peMsi 0CODEHHO aKkmyaibHol. B cmambe asmopamu npeonodsicena knaccuguxayus BTL-
KOMMYHUKQUUL, NPeOnoadeaiowas ux pasoeienue Ha 3 6udqa: CMuMyluposanue cOblma, cesa3u ¢
00UeCMBEHHOCMbIO U UHMEPHeM-PeKlamy. YmouHneHa KiacCUQuKayus UHCMPYMEHMO8 CIMUMYIUPOBAHUSL
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cbvima, 8 HACMHOCU OUPEeKm MAPKemuH2 U CHNOHCOPCMBO OMHECeHbl AsMmopamu K CIMUMYAUPOSAHUIO
nompebdumenei (k npoMo-aKyusam ¢ UMUONCeBOU KOMMYHUKayueil). B omauuue om muozux mpaxmogok, 8 Oanuyio
2pynny 6KOHeHbl MepHanoausune U COOLIMULNLIL MapKemune. Bouloenvl uHCmpymenmol MOPAIbHO20 U
MAMEPUAIbHO20 CIMUMYAUPOSAHU COmMpPYyOHUKos. HMunmepnem-pexnama, npedcmasgisuiowas cobol makue
UHCIPYMEHMbL NPOOBUNCEHUS KOMAAHUU HA PIHKE, KAK KOHmMeHm-mapkemune, email-wapxemune, mapkemune 6
CoYuUanbHblx Medua, ckpvimvlii mapkemune, influencer marketing u Op., évldenena agmapamu Kax 6ANCHAS
cocmasnsirowas BTL-kommynuxayui.

B uccaedosanuu ocoboe sHumanue yoenreHo MmapkemuHzy 6 coyuanvhuix meoua (SMM):
APOAHATUZUPOBAHO KOIUUECEO NOLb306AMENE 8 COYUANbHbIX CEemsX U MecceHddcepax 3a 3 200a, GblOeneHbl
npeuMywecmsa u HeOOCmamKy UCHONIb308AHUSL COYUALLHBIX cemell 0I5l NPOOSUNCEHUSL KOMIAHUU HA PbIHKE.

Knrouessie cnosa: ATL- u BTL-kommynukayuu, email-vapkemune, mapxemune 6 coyuanbhvix meoua, CKpulmsiil
mapkemune, influencer marketing, 6ro2eune, nouckosas onmumuzayus
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Abstract

The decisive contribution of management modernization to the overall efficiency of public and private
organizations, regardless of their size, is well known. Among the ways to modernize it, managerial methodology
is crucial. What does managerial methodology entail? First of all, using a modern managerial tool, adapted to
the dimensional and functional specifics of the organization; secondly, the promotion of methodologies and other
rigorous methodological elements (procedures, rules, standards, etc.), able to discipline the performance of
managers, materialized in the exercise of management processes. Managerial tools, materialized in complex
methods, methods and management techniques facilitate the substantiation and adoption of forecasting,
organization, coordination, training and control-evaluation decisions, providing real help to managers for
establishing and achieving the objectives assumed in efficiency. However, the use of managerial methods and
techniques should not be regarded as a whim of a particular manager but should meet certain needs. Our article
highlights the need and ability to use the managerial tools, situations that require its promotion and effective use.
The focus will be on the most representative management methods and techniques, established internationally,
such as profit center management, exception management, project management, SWOT diagnosis and analysis,
delegation or dashboard. They are joined by a method proposed by the author in the field of employee evaluation
and motivation.

Keywords: managerial methodology, managerial tools, management methods and techniques, management
decision, managerial efficiency and effectiveness

1. Introduction

Specialized literature abounds in presenting the most significant aspects regarding the content
of management methods and techniques applicable at the level of organizations. The practice
has significant quantitative resources - over 300 such managerial tools. For each, there are
detailed methodological guides that highlight the steps and phases to be followed when
applying them. These are accompanied by the advantages and limitations of actual use. Most
managers who want and decide to use a management method or technique have, as a starting
point, the benefits generated by using it, if possible, in the short term, neglecting or paying
less attention to the complexity of the implementation methodology or situations where
presence is required, for example, a managerial tool. Our research addresses the answers to
the question: when is it necessary to promote and use the X method/technique? We proceed
from the fact that those who are decisively and operationally involved in the use of
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managerial tools - managers and specialists in public and private organizations - know the
specific methodology of each management method or technique, as well as the managerial
and economic implications of their operationalization. Here, we refer to the management
based on profit centers (business formats or strategic business units), project management,
exception management, diagnosis, SWOT analysis, delegation, dashboard, evaluation and
motivation grids. The elimination of arbitrariness in the selection of the most appropriate
managerial tools will allow the amplification of their contribution to the efficiency of
management and the organization as a whole.

2. When is it necessary to use the most important managerial tools?

The managerial tools to which we refer include:
— Complex management methods: profit center management, project management,
management through exceptions;
— Management methods: diagnosis, SWOT analysis, delegation, dashboard,
evaluation and motivation grids.

2.1. In what situations is it necessary to call the management of profit centers?

Profit center management or management of profit center is a complex management method
based on the promotion of the management center (profit or cost) as a business format, with a
high degree of decision-making and operational autonomy. Often considered as a
development of management by objectives, the management based on profit centers is the
most complex and sophisticated management tool known and operationalized in public or
private enterprises, medium and large. Its complexity is explained by the fact that it
constructively takes over both some components and operating mechanisms specific to the
management by objectives, management by budgets and the cost-hour-production system
(SCOP) [2, pp. 41-42].

The use of this complex method is recommended in the following situations:

e when the management of the enterprise really wants to imprint characteristics of
order, discipline and rigor to the managed field, as a premise of its efficiency and
effectiveness;

e when the exercise of a truly predictive, anticipatory management is pursued,
supported by the substantiation and elaboration of objectives at all organizational
levels (up to the job level);

e in situations when the management of enterprise has initiated complex managerial
redesign actions;

¢ when managerial and economic decentralization within the company is a necessity
for its economic success;

¢ when the responsibility of the managers of business formats and their components
is pursued; the delimited business formats or management centers (profit or cost)
have a high degree of decisional and operational autonomy, and its capitalization is
conditioned by the competence of its own managers;

e when the professionalization of management is pursued to its lower levels;
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e when searching for the “right ground” for the implementation of management
processes and each of their functions, from forecasting to control-evaluation.
Practically, as it will continue to be, both the components and the methodology of
operationalizing the management based on profit centers set in motion the
managerial functions, imprint them new dimensions and give special importance to
them in the economy of management processes;

e when an amplification of motivational dimension of management is desired; the
granting of material and moral spiritual rewards/sanctions is conditioned by the
degree of achievement of individual objectives, objectives of the management
centers (business formats) and objectives of the enterprise, as well as by the degree
of involvement in their achievement.

2.2. Evaluation and motivation grids

Evaluation and motivation grids recommended in terms of promoting and using management
of profit centers are encouraging in this regard.

At the level of each month, quarter, semester and year, the obtained results (budgets) are
evaluated and analyzed focused on:
e the registered differences compared to the budgeted level (objectives, expenses,
revenues, results);
e the dynamics of results/objectives and results/results, during a calendar year;
e the causes that generated favorable or unfavorable deviations.

The motivation of employees, in the sense of providing material and/or moral and spiritual
rewards/sanctions should be focused on:
o the degree of achievement of individual objectives;
e the degree of achievement of business format (management centre) objectives; and
e the degree of achievement of company’s objectives.

In this regard, we recommend the use of an evaluation and motivation grid, designed to
provide specific motivation.

Such a grid plays two important roles:

e evaluates the results obtained from the achievement of objectives inserted in the
company’s budget, budgets of business formats (management centers) and job
descriptions;

o facilitates the promotion of a differentiated motivation of each participant in
achieving the objectives, by taking into account the degree of achievement of
enterprise’s objectives, business and individual format.

Recommended situations for promoting and using such a managerial tool:
¢ when the organization operates on the basis of a categorical system of objectives,
decentralized to the level of management and execution positions;
¢ when the accountability of managers and executors is pursued as a principle;
e when the classical mechanisms of evaluation and motivation tend to approach the
populist and undifferentiated contribution of employees to achieving objectives.
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The evaluation and motivation grid proposed below (functional in the context of management
of profit centers) has monthly use, since the launch, execution, monitoring and analysis of
budget execution take place monthly. This managerial tool is a novelty for the theory and
practice of management in Romania.

Evaluation and motivation grid

I. Objectives
e Atenterprise level: O; O, ........... On
e at business format level: OFa; OFa, . ... . OFan
e atjob level (individual objectives): Ol Ol, ........... Ol,
I1. Results
e Atenterpriselevel: Ry Ry ............ R,
e At business format level: RFa; RFa,, .......... RFan,
e Atjoblevel: RIL Rl ........... RI,
I11. Degree of achievement of objectives (Index = Objective / Achieved x 100)
e Atenterprise level: Iy 15 .......... In
e At business format level: IFa; IFay, .......... IFan,
o Atjob level: Il Iy, .......... I,

IV. The employment salary of person X is Sx
Determine the importance of each objective within the overall objectives, at each
organizational level: enterprise, business format, position, so that the sum of the
importance coefficients is 1. The size of the importance coefficients Kn
(enterprise), Km (business format) and Kp (position) is established either by
consulting the members of the management team (at enterprise level) or the
directors of the business formats (at the level of business format and position)

V. Determination of the coefficients of correction of the employment salary, at three

levels:
e Atenterprise level: Kcl =3 I, K, 1)
e At business format level: KcFa =3 I, Kn (2)
o Atjob level: KcP =3 I, K, 3)
V1. Calculation of the global correction coefficients: Kg = (Kcl x k1) + (KcFa x k2) +
(KcP x k3), (4)
where k1, k2, k3 are the importance levels of the correction coefficients, so that
their sum is 1.
VII. Determination of actual income/employee: Se = Sx x Kg (5).

2.3. When is it recommended to use project management?

Project management is a complex management method with a limited duration of use, which
facilitates the solution of complex problems, of a strategic and innovative nature, by
specialists with heterogeneous training, temporarily constituted in an organizational network
parallel to the formal organizational structure.

Private companies, public organizations, non-governmental organizations, etc. can appeal to

its services. The element of specificity is the simultaneous existence during the time necessary
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to complete the project, the project team (team), the project manager and a specific
organizational formula of project management (with facilitation, with individual
responsibility, with staff or mixed).

The use of project management is therefore recommended in the following situations:

e when the organization encounters some very complex problems that have a
pronounced strategic and innovative character (for example, promoting strategic
management, managerial reengineering, company restructuring);

e when it is desired to shorten the period of realization of some projects (complex
problems);

e when different substantiation of solutions is pursued for solving certain projects, by
involving specialists with heterogeneous training, recruited from the functional and
operational departments of the organization or from outside it.

2.4. When is it necessary to use exception management?

Exception management is a simplified management system, based on the upward flow of
information that represents deviations from the pre-established tolerance limits, in order to
simplify management processes and make better use of resources. Its applicability is restricted
to enterprises with large series or mass production, with repetitive character, where the
objectives and other elements of characterization of the conducted activities are judiciously
delimited and dimensioned. Situations requiring the presence of this management system [1,
pp. 37-43]:

e the aim is to streamline the company’s information system or an organizational
unit. Information, information flows and circuits are targeted with priority;

¢ the time budget of managers is too crowded, they are “suffocated” by small actions,
less important, which realization requires a large amount of information with a
degree of aggregation inconsistent with their hierarchical position;

e a reasonable, tiered hierarchical structure of authority is demanded, along with the
determination and proper sizing of duties and responsibilities, as a prerequisite for
streamlining the organizational management subsystem;

e in the context of management by objectives, when pursuing the degree of
achievement of objectives (especially those related to physical production) and
deviations from their budgeted level (with priority deviations in the cost of raw
materials, materials and workmanship);

e when the production assortment structure is a simplified one (few products), and
the type of production is large scale or mass. Management by exception can be used
also in other types of companies, but to pursue the deviation recorded in a particular
area (consumption norms, raw materials and workmanship, physical production-
level benchmarks, and so on).

2.5. When is it necessary to perform diagnostic and/or SWOT analysis studies?

Diagnosis is a management method that provides research, analysis and evaluation of an
organization, by identifying the main strengths and weaknesses and formulating strategic and
24



ISSN 2345-1424 http://jrtmed.uccm.md E-ISSN 2345-1483

tactical recommendations to improve its viability potential. Even if through diagnosis we
know the past and the present of the organization and its procedural or structural components,
let us not omit the fact that, without this knowledge, we cannot substantiate the future!

SWOT analysis, in turn, is a management method focused on investigating, analyzing and
evaluating the organization and its environment (regional, national, international),
highlighting strengths and weaknesses, opportunities and threats.

There are several situations that require priority diagnosis:

e whenever the managers of an organization or its organizational units want to know
in detail the ,state of affairs” in the managed field, respectively the main
dysfunctions and positive aspects, the reasons that generate them and ,,areas” in
which it is necessary to intervene decisively;

e when launching large-scale initiatives, with a pronounced strategic touch, such as
managerial redesign (remodeling), privatization, restructuring, etc. of an
organization;

e in situations when, especially in public organizations, the managerial teams are
being replaced;

e at the end of important periods (usually at the end of the year) to identify the
potential for economic and managerial viability of the organization and the
effectiveness of the management team;

e before projecting the future of an organization, respectively, before developing its
strategy.

SWOT analysis is used when:
e substantiating, elaborating and implementing organization’s strategy;
e there are significant changes in the configuration and functionality of the
organization.

The two methods of analysis can be found in any type of organization and are required, more
than ever, with the resumption of activities in organizations affected by the coronavirus
pandemic.

There are similarities and differences between SWOT diagnosis and analysis. Similarities,
derived mainly from their status as foundations of a strategy, refer to [5, pp. 120-121]:

e both can be considered important cornerstones of the organization’s strategy,
providing valuable information on its functioning, efficiency and effectiveness, or
regarding procedural or structural and organizational components that are
investigated and analyzed,

e both can be considered an important basis for the design and operationalization of
organizational and managerial changes, such as restructuring, privatization,
management redesign, retrofitting, etc., with major impact on future economic,
commercial and managerial levels;

e both provide an overview of the organization’s configuration and functionality at
time ,,t”, requested by its top management;

e both are made in a specific typology, depending on socio-professional
configuration and origin of research developers, the mixed ones, the result of
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involving professional teams from inside and from outside the investigated
organization being more attractive in terms of content;

both involve using a variety of tools for collecting, recording, processing and
interpreting data and information relating to the investigation, such as
questionnaires, interviews, direct observation, study of documents (information
situations) etc.;

both apply methods to stimulate brainstorming-type creativity for identifying and
defining strengths, weaknesses, opportunities and threats;

both highlight the organization’s competitive advantage.

Similarities of the two methods make it difficult for those who want to investigate and
analyze their own organization. ,,Trendy” is the SWOT analysis today, mainly through the
way of visualizing strengths, weaknesses, opportunities and vulnerabilities.

The scope, methodological complexity and managerial utility generate significant differences
between the management methods approached - SWOT diagnosis and analysis:

a much higher complexity of a diagnostic study, compared to the SWOT analysis;

a causal highlighting of the main strengths and weaknesses is specific to diagnosis;
moreover, a serious diagnosis, carried out by professionals, deepens the cause-
effect analysis to the smallest detail. Thus, we call such a diagnosis ,,in cascade”,
extremely beneficial for study users (organization managers);

SWOT analysis is completed by a matrix that describes the strengths, weaknesses,
opportunities and threats; a diagnostic study is completed by strengths and
weaknesses, causally addressed, by determining organization’s viability potential
with regard to domestic, foreign and global aspects and making recommendations
related to increasing its attention on the reasons of strengths and shortcomings.
From this perspective, diagnosis detaches from the SWOT analysis by complexity
and value for managers and other stakeholders.

strengths and weaknesses are defined and characterized in a quantified diagnostic
study by specifying the period of comparison, the causes and implications of their
manifestation; in case of a SWOT analysis, strengths and weaknesses are
highlighted as such without substantiation, which can bring additional elements of
understanding;

a diagnostic study may ,,suffer” from external diagnostics, given that its makers
focus only on the internal environment;

recommendations focused on the reasons causing strengths and weaknesses of the
strategy are found mainly in the form of strategic options, while the strategic
dimension of a SWOT analysis is provided by a combination of strengths,
weaknesses, opportunities and threats;

frequently, SWOT analysis summarizes the SWOT matrix, whose recovery and
interpretation says little to an unprofessional manager; a diagnostic study highlights
the relevant tabular forms, the strengths and weaknesses of a causal relationship,
much easier to interpret, including insufficient managerial competence of
managers; also, recommendations developed on causes facilitate the decisional
intervention of managers and their transformation into solutions to the problems
faced by an organization or its component at the time of analysis;
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¢ the combinations of inventories of four quadrants, in fact, are more suggestive in
terms of the types of strategies to be adopted and promoted in the ,life” of an
organization compared to the findings of a diagnostic study; suitable answers to
questions like ,,how can we use strengths to capitalize on identified opportunities?”
or ,,how can we take advantage of opportunities to overcome weaknesses?” cannot
be discovered only by harnessing a SWOT matrix; as for diagnosis, the choice of a
certain type of strategy can only be given by the potential for global sustainability,
whose size allows a choice between a recovery, consolidation or development
strategy.

The correlative approach of the two methods, very close in terms of methodological content,
allows us to see that diagnosis is a much more complex and suggestive method for the ,,real
health” of organization and, at the same time, much ,,closer” to its strategic future.

2.6. When do managers turn to delegation?

Delegation is a management method that consists in temporarily transferring the exercise of
tasks, together with the necessary skills and responsibilities, from the manager to a direct
subordinate [3, p. 178].

Then, the use of delegation by managers occurs:

e when their time budget becomes insufficient to perform the tasks limited to the
position, they suffocate from the pressure of small but urgent problems;

e when they want to train future managers, the delegation being a real school of
management, if used professionally;

e when they want to create, maintain and develop an atmosphere of trust in the
potential of subordinates, collaboration with them and, implicitly, appreciation of
the role they play in fulfilling the objectives of their organization and the structure
of which these two players of delegation are part.

2.7. In what situations is it necessary to use the scoreboard?

The scoreboard is a set of relevant information regarding the results obtained in the led field,
presented in a synthetic form, pre-established and operatively transmitted to the beneficiaries.
It follows from this brief definition that the instrument panel can be approached in two ways
[4, p. 339]:

e on the one hand, as a way of rationalizing the information system, which acts,
practically, on all its primary components (information, information flows and
circuits, information procedures, etc.);

e on the other hand, as a managerial method with a direct impact on the time budget
of managers and on its structure.

It can be used (as a method, n.a.) on its own or in the context of more complex management
tools, such as management based on profit centers.
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The scoreboard is recommended in the following situations [1, pp. 37-43]:

e when tracking is required on the way to achieving the objectives and the level of
results obtained to ensure an improvement in the degree of soundness of
management decisions.

e when one or another area or the organization as a whole, are subject to control,
monitored by the top management due to poor results recorded continuously during
a preceding interval time.

e when organization’s information system is malfunctioning, which means recording
numerous changes of the information message (filtering, distortion) of parallelisms
during transmission and processing of information (redundancy) or existence of an
oversized volume of information that can not be responded appropriately by
relevant decisions and actions. Manifestation of this situation naturally leads to
consequences both “upstream” by affecting the quality of decisions taken (degree
of substantiation inappropriate) and “downstream” through influencing the actions
undertaken to implement the decisions.

e when the time budget for managers, especially those located on the top floor of
organization’s management, is tight because they are “bombarded” with all kinds
of information, some of them — most of them, at some point - having little
importance and relevance to the occupied position. “Informational suffocation” of
managers can have only negative consequences for the quality of decisions, and
also for the level and quality obtained as a result of achieving goals. In addition,
there may be common conditions of stress, physical fatigue and nervous irritability
for managers, which can negatively affect the subordinated staff.

3. Degree of investigation of the problem currently, and purpose of research

Managerial tool approach is not a novelty anymore but, on the contrary. There are numerous
specialized works, studies, articles, etc. which emphasize the methodological part of
management, perhaps as the most dynamic and with a decisive role in sizing the manner of
exercising management processes. Unfortunately, there are few references to situations in
which managers of public or private organizations have to take a decision in order to promote
and use a management method or technique or to try empirically solve the problems they face.
The selection of managerial tool must be made according to the nature, complexity and
difficulty of solving respective problems, and also to the degree of knowledge of the
methodological content of managerial methods and techniques. For these reasons, our
research focused on signaling the main motives of managers’ decision-making interventions
in identifying those useful managerial tools at a given time or at a certain stage in order to
ensure the continuity of organization’s development in improved conditions of efficiency and
effectiveness. Otherwise, chaos is created by using management methods and techniques. The
competence of managers who make decisions in connection with the typology of a managerial
tool and the moment of its use in the exercise of management processes is, in our opinion,
decisive.
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4. Applied methods and materials

When conducting research, we capitalized on didactic experience, scientific and managerial
research, study of specialized literature from the country and abroad on management,
managerial tools and methodological-managerial efficiency of organizations. We also
capitalized on the ideas from numerous scientific papers - books and specialized articles -
published in prestigious publishers or internationally listed journals. To these, we added the
results of scientific research carried out over time with the support of national research grants
or Romanian business environment (public and private enterprises).

5. Results

The scientific research we referred to materialized in a managerial methodology of two types
of enterprises, by promoting modern managerial tools, improved in terms of content (see
management based on profit centers, diagnostics, dashboard or evaluation and motivation
grids, the latter being an absolute novelty). It is known that the management by profit centers
is specifically Romanian, countries with advanced economy have been using, for over 7
decades, the management by objectives and the management by budgets. The combination of
these complex methods, together with the cost-hour-production system (SCOP), allowed the
methodological shaping of the management by profit centers. In recent years, changes have
been made to this complex method, in the sense that the management center (profit or
expenditure) has been redefined as a ,,business format”, and the operationalization of the last
stage of the application methodology, intended to evaluate and motivate the personnel
participating in achieving the objectives; it developed a new method, entitled “evaluation and
motivation grid”. All these results have allowed a more rigorous definition of the situations
that make necessary and possible the promotion and use of management methods mentioned
above.

6. Conclusions

The presented aspects highlight the special importance of the temporary and situational
location of decisions for the promotion and use of extremely important managerial tools in the
management of Romanian organizations, with major impact on the efficiency and
effectiveness of management and, in general, on the efficiency of organization. It is absolutely
true that the decision to choose and implement a management method or technique, at the
level of organization, belongs to its top-level managers. As such, their managerial competence
is decisive in this regard. Moreover, because of the desire to “be fashionable” from this point
of view, they make many mistakes and choose methods that “do not correspond” to the
dimensional and functional peculiarities of the managed field and record losses, instead of
gains. At the same time, bureaucratic phenomena can be exacerbated. In order to avoid such
undesirable situations, generated by the reckless, random use of managerial tools, we consider
that action must be taken in several directions to de-bureaucratize Romanian organizations,

presented below [6, pp. 486-489]:
e The first solution: management reengineering after a preliminary diagnosis of the
managerial viability of organizations with a high degree of bureaucracy. The
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methodology to be operationalized comprises several distinct sequences, such as:
objectives, processes, structures, people (managers and executives), results.

e The second solution: promoting a systemic approach to objectives, which includes
fundamental objectives (at the organizational level), derived objectives (at the level
of functions/activities and, implicitly, departments), specific objectives (associated
with the tasks and functional/operational compartments) and, which is very
important, individual objectives, at the level of management and execution
positions. From this perspective, the use of job description as a management tool
and not just as an organizational document is a priority. Within it, one must find the
individual objectives, derived from the specific ones, together with the support
elements necessary for their fulfillment (tasks, competences, responsibilities),
delimited and dimensioned so as to respect the ,golden triangle” of the
organization, respectively, a quantitative balance between tasks, competences and
responsibilities throughout the existence of the position.

e The third solution: promoting efficient mechanisms for the functioning of positions,
focused on the correlation between the official authority confined to positions and
the personal authority of the holders of positions; in other words, the professional
exercise of management and executive positions require the compatibility of
occupants with them through competence.

e The fourth solution: promoting a true ,,document management”; an avalanche of
papers of all kinds, some justified, others just to justify the inability of some
employees to solve their tasks, calls for the amplification and intensification of
»paper cutting” action, launched in 2016, along with a real redesign of the content
of those who are considered useful. Document management has two major
objectives: streamlining internal processes in public institutions and streamlining
relationships with citizens. Achieving these objectives, in the sense of de-
bureaucratization, involves a document management approach in close connection
with digitization.

e The fifth solution: digitization, respectively, increasing the degree of
computerization of public institutions by promoting integrated IT applications; such
a solution takes into account the still very low degree of electronic processing of
information, against the background of the reluctance of some employees to use a
computer to perform tasks (fear of job loss). In a broader sense, this major way of
substantially mitigating the bureaucracy is called ,,digitization”, an area in which,
as we have already mentioned, Romania occupies the last position between the
countries of the European Union.

e The sixth solution: stability and consistency in the application of legislation; to do
this it is necessary to eliminate the legislative chaos that regulates the functioning
of institution and relations with the citizens, efforts to lean up legislation and a
unitary regulatory approach.
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Rezumat

Este bine cunoscuta contributia decisiva a modernizarii managementului in eficientizarea de ansamblu a
organizatiilor publice si private, indiferent de mdrimea acestora. Intre modalititile de modernizare a acestuia,
metodologizarea manageriald este determinantd. Ce presupune metodologizarea managerialid? In primul rdnd,
apelarea unui instrumentar managerial modern, adaptat specificului dimensional §i functional al organizatiei; in
al doilea rand, promovarea de metodologii si alte elemente metodologice (proceduri, reguli, standarde etc.)
riguroase, capabile sa disciplineze prestatia managerilor, concretizatd in exercitarea proceselor de management.
Instrumentarul managerial, concretizat in metode complexe, metode si tehnici de management faciliteaza
fundamentarea si adoptarea deciziilor de previziune, organizare, coordonare, antrenare si control-evaluare,
constituindu-se in veritabile ajutoare la indemdna managerilor pentru stabilirea si realizarea obiectivelor
asumate in conditii de eficienta. Numai cd, apelarea metodelor si tehnicilor manageriale nu trebuie tratatd ca un
capriciu al unui manager sau altul ci trebuie sa raspunda unor nevoi. Articolul nostru evidentiazda tocmai
necesitatea i oportunitatea folosirii instrumentarului managerial, situatiile ce reclama promovarea si utilizarea
efectiva a acestuia. Accentul va fi pus pe cele mai reprezentative metode si tehnici de management, consacrate pe
plan international, precum managementul pe centre de profit, managementul prin exceptii, managementul prin
proiecte, diagnosticarea si analiza SWOT, delegarea ori tabloul de bord. Lor li se adauga o metoda propusa de
autori in domeniul evaludrii si motivarii personalului.

Cuvinte-cheie: metodologizare manageriald, instrumentar managerial, metode si tehnici de management, decizia
de management, eficienta si eficacitatea manageriald

Annomauusn

Pewarowuii 6x1a0 modeprusayuu ynpasienus 6 0ouyio SQPHeKmueHocms 20CYO0apCmeeHHblX U YaACHHbIX
opeanuayull, He3asUCUMO Om UX pasmepa, xopouio uzeecmen. Cpedu cnocobos e2o ModepHuU3ayUU pewarouee
3HAYeHue 0MmeoOUMCcsa mMemoodonocu3ayuy ynpasienus. Ymo eneuém 3a cobou memooonozusayus ynpasienus?
Ipesicoe 6cezo, ucnonb3o8anue cOBPEMEHHO20 YNPABIEHYECK020 UHCMPYMEeHmd, d0anmuposanHozo K pasmepam
U DYHKYUOHATILHBIM — OCODEHHOCMAM — Op2AHU3AYUU, B0-6MOPBIX, NPOOGUIICEHUE NPUEMOS U  OpYeux
MemooonocuecKux 21emMeHmos (npoyeoyp, npasun, CMaHoapmos u m. 0.), CHOCOOHBIX OUCYUNTUHUPOBAMb
pabomy 3a0eliCmBOBAHHBIX MEHeONHCEPO8 8 VNPAGIeHUeCKUX npoyeccax. Ynpasenewyeckuil UHCMPYMeHmMaputl,
BKIIOUAIOWULL  CONCHBIE NPUEMBL, MemoObl U MEXHUKU YApAaeieHus, obnecuaem O00OOCHOBAHUE U NPUHAMUE
PpeleHull no NPOCHO3UPOBAHUIO, OP2AHUZAYUU, KOOPOUHAYUU, OOVUEeHUID, KOHMPOI U OYeHKe, NpedoCmaess
DEeAbHYI0 NOMOWb MEHeON Cepam Npu YCMAHOBLeHUU U OOCMUdCEHUU 3a0ay 6 YCI08UaX 3¢h@exmugHocmu
desmenvrocmu. OOHAKO UCNONb308AHUE MEMO0008 U NPUEMO8 YAPAGIEHUs He O0NNCHO PACCMAMPUBAMbC KaAK
NpUXOmMb Mo20 Ul UHO2O MeHeddcepd, d OOJICHO Omeeyams onpedeienHbim nompebrnocmam. Hawa cmamos
noouepkugaem HeoOX00UMOCMb U BO3MOICHOCIL UCHONL30BAHUS UHCMPYMEHMO8 YNPAGNeHUA, CUMyayul,
HeobxX00uM020 npoosudicenuss u sppexmusnozo ucnoavzoganus. OcCHOHOe GHUMAHUE YOeneHo Haubosee
aghexmusHbIM MEMOOAM U NPUEMAM YNPABLEHUS, PA3PAOOMAHHBIM HA MEXCOVHAPOOHOM YPOBHE, CPeOU KOMOPbIX
ynpaeneHue yeHmpamu npubbslLiy, Ynpasienue UCKIIOYEHUAMY, YNpagieHue npoeKkmamu, OUazHOCMuKa u auanu3
SWOT, Oenecuposanue unu namenb UHCMPYMeHMO8. B OonoiHeHue K paccmMompeHHbiM Memooam asmopamu
nPeonodHCeH NPUEM ULU MemOoO OYeHKU U MOMUBAYUU NEPCOHAIA.

Knrwouesvie cnosa: ynpasnenueckas Memooono2us, UHCMPYMeHmbl YAPAasieHust, NpUémsl U MemoOobl YNpasieHus,
ynpasienueckoe peuienue, d3PHexmusHocms u pe3yibmamueHOCb YAPAGIEHUS
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Abstract

The digitalization of the economy, scientific and technical progress, the elimination of language barriers
along with the internationalization of economic life have led to the development of new business models called
multidimensional platforms. Such names as MasterCard, Visa, Airbnb, Amazon, Facebook, etc. are widely known
for their fast development and represent business models in the form of multidimensional platforms. Defining
multidimensional markets, identifying the characteristic elements, determining the relevant market, and analyzing
the competitive environment in multidimensional markets, represent a real challenge for competition authorities.
Assessing unilateral or coordinated behavior in the multidimensional market is a rather difficult exercise due to
the complexity of these relationships, for which traditional approach is insufficient. In order to clarify these
issues, a theoretical analysis of this structure is needed, but the decision-making experience of the competition
authorities in the European Union is also useful. Multidimensional markets are found in different sectors of the
national economy, therefore several segments of the financial market have the characteristics of
multidimensional markets, and, at the same time, thanks to a complex, theoretically grounded approach to
multidimensional platforms one can avoid errors and identify solutions.

This paper presents and analyzes the concept of a multidimensional market, the particularities of
determining the relevant market, and the analysis of the competitive environment depending on the type of market
and the specifics of the financial sector.

Keywords: multidimensional market, financial market, relevant market, competition

1. Introduction

The concept of multidimensional market has become more widespread in recent decades
thanks to the work of Jean-Charles Rochet and Jean Tirole [14] who were among the first to
distinguish between traditional (one-dimensional) markets and multidimensional markets.
Subsequently, it was accepted that multidimensional markets require a different approach
from traditional markets, but for a correct assessment of the multidimensional market, it is
necessary to determine how they differ from traditional markets. Currently, there is no
consensus on the terminology applied, for these reasons we consider that the notions of “two-
sided market”, “two-dimensional market”, “platforms”, and “multidimensional platforms”
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could be used in the same sense as the notion of “multidimensional market”, for a uniform
exposure. If a business serves two or more distinct consumer groups (each group represents a
market size), it is considered to be active in a multidimensional market. There are many
examples of multidimensional markets: the media market, the payment card market, stock
exchanges, shopping centers, digital platforms, the press, etc.

Although it may seem that multidimensional markets have emerged with the digitalization of
the economy, this impression is wrong. Along with the digitalization of the economy, these
markets have stood out and developed. Multidimensional markets previously existed in the
“off-line” environment, such as the print media market, which serves: readers, content trainers
(journalists) and advertising agencies.

In the opinion of the OECD Competition Committee Chairman, Frédéric Jenny [13],
platforms (multidimensional markets) are not a new business model, but rather an old one that
has been invigorated on a larger scale in the interest of participants in the modern economy.
Platforms differ from traditional markets and, in particular, due to important externalities,
which, if ignored, can lead to wrong decisions. Platforms are business models used in various
branches of the national economy and should be seen as technologies that minimize trading
costs, facilitating transactions that would not possibly take place outside the platform. The
issue of multidimensional market analysis is also determined by the lack of relevant statistical
data, so official statistics do not have data on the economic activity of entities or systems
qualified as multidimensional platforms or these data reflect the truncated situation and do not
characterize the complexity of economic relations.

This paper analyzes the research results related to multidimensional markets, the criteria for
defining the multidimensional market, its characteristics, typology and their specificity in the
process of analyzing the competitive environment, especially on the financial market.

2. Present stage of problem investigation, the aim of the study
2.1. Defining the multidimensional market

The delimitation of a multidimensional market from a traditional one starts from its features.
In the case of a traditional (one-dimensional) market, we have a confrontation between supply
and demand for the same goods. The market in conventional vision [1] is presented as a vast
complex of bilateral relations, involving information, negotiation, and an indispensable
institutional framework.

The pioneers of multidimensional market theory, Rochet and Tirole [14], delimit one-
dimensional markets, starting from Coase Theorem. They suggest that the market is
considered one-dimensional if end-users adjust the actual allocation of the task, the
asymmetry of information between buyer and seller is maintained, and the price is determined
by monopoly or the negotiation of the parts. Rochet and Tirole define the multidimensional
market relying on the price structure. Thus, “a market is two-dimensional if the platform can
affect the volume of transactions by charging more on one side of the market and reducing the
price paid by the other part, by an equal amount. In other words, the pricing structure matters,
and the platforms need to design it to bring both sides on board. However, their approach to
price structure may not always be applicable. For example, if a party does not pay for using
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the platform’s service (for example, free newspapers, free smartphone applications, etc.),
prices for different parties cannot be “tied together in a fixed proportion” because there is no
price for one of the parts.

Most multidimensional markets are free to consumers; platform managers have waived the
fee to enter or use their platform services but instead have used the available technology to
monetize the information given by users. Thus, platforms differ from traditional markets due
to the existence of externalities, in particular the demand manifestation, which, if ignored, can
lead to inaccurate conclusions and decisions.

According to Marc Rysman [15], the following elements portray the two-dimensional
markets:
1) Two groups of participants (agents) with different interests cooperate through an
intermediary or a platform;
2) Decisions of each group of participants (agents) affect the results of the other group
of agents, usually through external factors.

Andre Hagiu and Julian Wright [11] introduced a new definition for multidimensional
platform enterprises, which is based on two elements: (i) multidimensional platform
enterprises allow direct interactions between two or more distinct sides and (ii) “each part is
affiliated to the platform”. This definition is completed by the explanation of the notions of
“direct interactions” and “affiliation”. “Direct interactions” are described as occurring if “two
or more distinct parts preserve control over the key terms of the interaction, as opposed to the
intermediary taking control of those terms”. “Affiliation” is used in the sense that “users on
each side make platform-specific investments that are necessary for the interaction directly
with each other”. Thus, Hagiu and Wright do not consider prices as a key term of interaction
between the parties, and the qualification of the market as multidimensional.

Evans and Schmalensee [7] suggested a less formal definition that captures the key
characteristics of platform enterprises. A multi-sided platform (called an economic catalyst),
“has (a) two or more customer groups; (b) who need each other; (c) but which cannot capture
the value on its account; and (d) rely on a catalyst to help value-creating interactions between
them”. This definition focuses on the platform’s role in creating the value that would not exist
(or would be much lower) in its absence. This value is created as a result of solving a
coordination issue and the cost of the transaction between customer groups. Production and
allocation of this value between several sides are determined simultaneously. How much
value each party gets, determines whether they will participate, and also how much remains in
profit for the platform. Price structure is essential for determining this allocation.

There are numerous definitions of multidimensional markets. We believe that the
multidimensional market is the one in which a company acts as a platform and sells different
products to diverse consumer groups, recognizing that the demand for a product from a group
of customers depends on the demand for another product, from the other group.

2.2. Characteristics of a multidimensional market

Certain aspects of multidimensional markets are more or less common in each definition.
There are four specific elements of multidimensional markets: platforms, users gathered by

platforms, pricing structure and indirect network effects.
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» Platforms

Evans and Schmalensee [7] refer to platforms as “catalysts”. The reason is that it works as an
interface, connecting different users, which, without the help of platforms, would be
particularly difficult or even impossible to transact. Multidimensional platforms considerably
reduce trade costs and vary extremely: academic journals, payment card systems, search
engines, PC operating systems, dating sites, auction sites, etc. In terms of competition, the
platforms compete with others, but they can also face traditional market companies. An
illustrative example is Uber service and traditional taxi services.

> Users

Users in multidimensional markets can be either distinct groups, or also the same users who
can change sides in each transaction. Besides, users can access and use multiple platforms
(multi-homing). A user may find several platforms attractive because of distinct features and
may use multiple platforms for a particular service. This is possible due to the differentiation
of the product, which is materialized by the differentiation of the platforms. This is done
either by product quality (vertical differentiation) or by characteristics and prices (horizontal
differentiation).

> Price

Platforms would charge fees for all parts, as they provide products or services on each side of
the platform. However, the price in multidimensional markets is based not only on its costs
and demand but also on the benefits of their participation on the other side/part, in particular-
demand and profits on the other side. An important consequence is that in many
multidimensional markets, the cost of interaction on one side is reduced, sometimes to zero.
In fact, in multi-part markets, one group of agents using the platform is usually subsidized by
the platform, while another group of users pays for the services provided by the platform.

> Indirect network effects

There is an indirect (or intergroup) network effect “when the utility of a consumer belonging
to one group of consumers depends on the number of consumers in the other group (s)”. In
other words, there are indirect network effects when “the value that a consumer derives from
a good or service increases with the number of additional users of identical and/ or
interoperable complementary goods”. Therefore, in markets with network effects, each
consumer’s choice affects the value obtained from the market for other consumers.

Demand characterized by the indirect effect of the network is the process when the
consumer’s desire to purchase a product depends on the number of consumers of another
product. The direct network effect is when consumers are willing to pay for a product
depending on the number of consumers of that product.

The different parts of a multidimensional market are interconnected due to the existence of
network effects. Several agents on one side bring more agents to the other side. Often,
network effects are associated with limitations to entry, with anti-competitive potential. On
the other hand, network effects are not “necessarily problematic”. In this regard, in the case of
the Facebook/ WhatsApp merger [6] the Commission provided that no network effects are
indicating a competition issue in the market affected by the merger.
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2.3. The typology of multidimensional markets

Although the presence of several groups of customers with whom a certain type of interaction
takes place characterizes all multidimensional markets, the type and purpose of the
interaction, as well as the role of the platform operator, may vary.

Multidimensional markets can be divided into two groups, depending on the role of the
platform:

» Platforms on which transactions can take place are intermediaries whose purpose
is to allow direct (observable) transactions between two distinct customer groups. Both
groups have the same goal, to make a transaction with the other part. There are indirect
positive network effects between the two groups that are internalized by the trading platform.
(The card payment market, where the payment of the right to use the consumer card and POS
terminals for purchases takes place upon fee. Thus, the higher the number of cardholders, the
greater demand from membership merchants to payment systems.)

» Platforms on which transactions cannot take place (non-transactional) mediate
another type of interaction. They do not necessarily involve a subsequent transaction
(observable) and do not necessarily have positive bilateral effects in the network. They can be
divided into:

a) Non-transactional platforms that connect users (e.g. social networks)

b) Non-transactional platforms that provide information to some users and access to
an audience for other users (e.g. the media market, where the sale of content and
advertising takes place. In this market, the demand of merchants for advertisement
space in a media market increases, as the number of content consumers (viewers,
readers, listeners, etc.) rises. Although, the amount of publicity can latter affect
them, positively or negatively).

From another point of view [17] multidimensional markets can be divided into matching
platforms and advertising platforms (information).

Matching platforms are intermediaries that connect customers with common interests to
achieve common goals. Transactions can take place as a result of these actions. Thus,
platforms on which transactions can take place are as a variation of matching platforms.

Advertising (information) platforms create conditions for the interaction of one group of
users - advertising providers, with another group- the public that accepts advertising. The
platform facilitates interaction between advertising providers and users in the form of
subsequent transactions because of the reaction to publicity.

2.4. Defining the relevant market for multidimensional platforms

Traditionally, the starting point for analyzing an anti-competitive practice is to define the
relevant market that may be affected. This allows us to define demand and identify
competitors. However, when an anti-competitive practice involves a platform or a company
that has a business relationship with a platform, the situation is different because it is
necessary to define the markets at the preliminary stage.
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The problem is that multidimensional markets, as mentioned, involve distinct groups of
customers, different products, and for these reasons, there can be two alternative approaches
to market analysis: defining markets separately for each group of customers or defining a
single market that includes all customer groups. To answer this question, we should take into
account the following suggestion [9]:

= In multidimensional (non-transactional) markets, we must define several

interdependent markets for each side,
= In multidimensional (transactional) markets, we should define a single market.

For companies with several products and locations, which work in traditional markets, it is
necessary to determine the relevant market for each product, location to determine whether
they are part of the same or different markets.

In contrast, in multidimensional markets, the product supplied on one side of the market does
not compete with the product supplied on the other side of the market. Nevertheless, the
demand for the product on one side of the market influences the product demand on the other
side.

The most common method of determining the relevant market is the Hypothetical Monopoly
Test or the SSNIP (Small but Significant Non-transitory Increase in Price). This speculative
analysis examines whether a hypothetical single supplier of a product can profitably apply a
small but significant and lasting price increase, in conditions that all other products’ prices
remain unchangeable. A small, significant and long-term rate increase is 5-10% for one year.
If this cost increase is considered not profitable, since the product would have been
substituted with other products, then these products as well as the areas where their suppliers
are located will be included in the relevant market. The process is repeated for a new product
group and a new geographical area until the price increase is profitable, therefore no other
products or areas can be included in the relevant market.

The definition of the relevant product market in multidimensional markets should include all
elements “to properly assess the competitive restraints faced by firms”. However, it may not
be beneficial [10] to set a uniform SSNIP methodology for all multidimensional cases, due to
the variety of multidimensional markets and pricing structures, as well as the level of indirect
effects of the network on multidimensional markets.

The method of applying the SSNIP test in multidimensional markets:
i. In a multidimensional non-transactional market, we should monitor the profitability
of a price increase on each side of the market;
ii.  In a multidimensional transactional market, we must examine the profitability of an
overall increase in the price level (the sum of the prices paid per transaction by the
other parts).

Because the transaction price is often zero, the task of defining the relevant market in
multidimensional markets is complicated. However, in this situation, the Hypothetical
Monopoly Test can be used. In this case, Lapo Filistrucchi suggests the SSNDQ (Small but
Significant Non-transitory Decrease in Quality) Test, which can be applied since the
Hypothetical Monopolist Test is a test of profitability. A company can gain surplus value,
both by increasing price and reducing costs, by investing less in quality [13]. The problem
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with applying the SSNDQ Test [8] is due to the fact that consumers cannot always make a
difference between quality reductions and cost reductions.

Competition authorities may be tempted to determine the relevant product market only on a
payment basis, as one part of a multidimensional market is usually subsidized by another one.
Each part of a multidimensional market, paying or non-paying, could theoretically be a
separate product - market, which should be taken into account when forming a market
opinion. In addition, it should be broader, multidimensional.

Although firms operating within two-sided markets have a strategy similar to those in
unilateral markets with complementary (interdependent) products, the fact that buyers do not
notice and appreciate indirect network effects differentiates the two-sided platform from the
market with additional products. In the case of complementary products, they are bought by
the same consumers who take into account both prices when making a purchase decision.
Two-sided platform customers do not consider both prices.

The Court of Justice of the European Union has confirmed by its decision in the Groupement
des cartes bancaires [12] that the interaction between activities in multidimensional markets is
to be taken into account in the analysis of anti-competitive practices.

Important aspects could be omitted by the fact that one of the facets is not taken into account
in defining the relevant market. For example, if one platform increases the price on one side,
this would have an impact not only on the number of consumers deciding to leave this facet
but also on the consumers from the other side [16].

In a multidimensional market, we have to analyze all the needs of its units, as we can achieve
all benefits of the network’s indirect impact when participation of several entities from all
sides is ensured. In a traditional market, consumers and producers are often considered as a
whole, while in multidimensional platforms, consumers with different preferences could be
divided and considered as independent groups. Increased use of the platform by one consumer
group would create an external effect compared to other groups [16]; therefore, special
attention must be paid to indirect externality of the network from the demand side.

The use of quantitative methods in determining the relevant market also involves certain
difficulties, in particular when estimating the impact of indirect network effects.
Accumulating the necessary data is a real challenge for assessing the indirect network effects
because a part of the demand change is a feedback effect. In addition [18], the time before
indirect network effects can fully manifest themselves may vary. Thus, beyond the
econometric methods in determining the relevant market for multidimensional platforms, it
would be useful to apply quantitative descriptive and qualitative methods.

In general, characteristics of multidimensional markets do not allow competition authorities to
continue operation in their usual ways. One can use the tools previously created to define the
relevant product market in multidimensional markets with the necessary adjustments. To
properly assess the competitive environment for multidimensional markets, we need a
clarification of the concept of a multidimensional market and a review of financial market
approaches.

The aim of the research is to identify the characteristics of the multidimensional market,
especially in the financial market, so that the analysis of the competitive environment in these
markets takes into account the identified particularities.
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3. Applied methods and materials

Different research methods were used during the research process, such as systemic,
normative and dynamic approach, as well as other research methods, such as synthesis;
economic analysis; induction and deduction, applied in the dialectic of knowing the
researched problem. We also examined the decisions of competition authorities of the
European Union and the USA.

In addition, to recognize the main concepts presented in the paper, we used the results
obtained in a series of publications and articles by relevant experts that are an important
source of arguments based on empirical data.

4. Obtained results and discussions
Multidimensional aspect of a financial market

Approaching the concept of financial market in the competitive analysis involves reviewing
the criteria that underlie the configuration of a financial market.

Competition between rival subjects in a financial market is a dynamic process that provides
consumers with identical or similar financial services, and tends to improve their
performance. The financial market is specific and its structure (number of competitors,
barriers of entry and exit from the market, etc.) mostly determines the character and intensity
of competition.

Economic advantages which financial institutions are aiming, determined by the market share,
profitability, etc. represent the object of competition on the financial market.

Financial institutions are entities whose main function is to finance, namely to collect, transfer
and distribute financial resources. The role of these institutions is to mediate, with profit or
commission, between economic entities seeking funds and those seeking investments for their
economies. The existence of an intermediary, of a financial institution, does not necessarily
mean that a full financial market is to be qualified as multidimensional without analyzing its
characteristic elements.

Consumers, whether natural or legal individuals are subjects of financial market relations,
around which financial institutions revolve. This fact mainly determines the intensity of
competition in the sector. Consumer preferences form the demand for certain financial
products (services), and the satisfaction of these needs by financial institutions enhances their
results.

Considering the fact that the consumer is the central element of competitive relations, one can
divide the financial market in terms of competitive analysis according to consumer interests
into the following components: the savings market; the multiplication market; the insurance
market; the loan market; the money transfer market.

The structure of a financial market presented above better corresponds to the objectives of the
competitive analysis of the financial market. At the same time, if solving a competitive
problem requires a more detailed classification it is necessary to take into account the
methods for defining the relevant market and the following sources of competitive
constraints: substitutability of demand and supply sides and possible competition.
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An interesting case of a multidimensional financial market is the payment card market, which
is part of money transfer market and is one of the most obvious and studied examples of a
multidimensional market. The card payment system provides services to cardholders that
facilitate the purchasing process and renders services to merchants who receive cash more
efficiently, but also make a larger amount of sales. Much more significant is that the demand
on the given market sides is interdependent, so the value that the buyer assigns to a certain
type of card depends on the number of merchants willing to accept the card to make the
payment, while the value of the card payment system depends on the number of buyer users.
Consequently, the operator of a card payment system must adopt such a pricing policy to
ensure the widest possible presence on both sides of the platform.

The payment card market comprises two distinct business models: open system and closed
system. The closed system (AmEX) is a payment system between the retailer and the
purchaser operated by a single enterprise that interacts with both groups of customers. The
open system (Visa, MasterCard) is not operated by a single company, but by an association of
banks, which through their cooperation facilitates the payment process between the buyer and
the merchant. In the last system, banks and other members of a payment association issue
cards and provide POS services.

Both open and closed card payment systems imply the existence of certain fees for the
services provided. Since the open system includes several participants, the transfer of
resources through such systems involves additional fees and is more expensive.

Because of regulatory intervention and competition policy, the associations of banks involved
in card payments were transformed into enterprises, giving rise to a fifth participant in the
system. It is therefore possible to distinguish between the three-, four- and five-part payment
systems.

Several competition authorities focused on cooperation between banks in the open card
payment system and fees for services provided under the payment system. Although all
agreed that the payment card market is multidimensional, they did come to a consensus on
defining the relevant market limits.

In Visa-I [2] and Visa-Il [3] cases, the European Commission has defined a single market for
card payment transactions between cardholders and retailers. Thus, the Commission has
identified competitive pressures in the upstream market, that refer to inter-system competition
between different card payment systems and in the downstream market for intra-system
competition between different banks, to attract as many customers as possible (merchants and
cardholders). It should be noted that in these cases the European Commission did not find a
violation of competition law, so a detailed market analysis was not required.

In more recent cases Master Card [4] and Visa-Il1 [5] depending on the identified competitive
problem, the European Commission has delimited: the upstream market or the network
market which refers to inter-system competition, respectively the rivalry between different
card payment systems, and the downstream market (intra-system), which was divided into
two relevant markets: the issuance market and the acquisition market.

Supply and demand analyses of the purchasing and issuing markets have shown that neither
the purchase nor the issuance of cards has been sufficiently substitutable for any equivalent
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services of other payment means, in particular cash, checks, credit transfers or debit
payments, to be considered part of the same market. The European Commission has left open
the question of whether procurement and issuance markets should be further subdivided.

In the Master Card case, the European Commission [9] acknowledged the two-dimensional
nature of the market but refused to define a single relevant market. The reasons are the
following: 1) the definition of a single market will not reflect the complexity of structural
market relationships and will not be sufficient for the assessment of intra-system competition;
2) a relevant market includes not only payment services, but also issuance and acquisition
services; 3) such an approach will be incompatible with the Commission’s previous practices
with multidimensional markets, for example in the case of newspapers. As can be seen in this
case, the Commission did not distinguish between the transactional and non-transactional
multidimensional market (media market).

In the case of Groupement des Cartes Bancaires, a relevant market was defined as the market
for issuing payment cards. The European Commission accepts that there is an interdependent
demand from merchants and cardholders, but not that there is a common amount of a single
product. Card issuers and purchasers offer their services to individual customers. Issuing and
purchasing are fundamentally different activities, involving different specializations and
costs. Therefore, issue, purchase, and payment system each are a separate market, and
according to the Commission’s practice [12], a relevant product market comprises all those
products and/ or services that are considered interchangeable or substitutable by the
consumer, due to the characteristics of products, prices or intended use.

In the Commission’s view, interdependencies are possible between issuing and acquiring
activities, each of these being claimed to generate positive externalities for the other (the
“two-sided” nature of card payment services). The Commission does not dispute that payment
by card has two “sides” to the existence of network effects. Issuing and purchasing activities
are indispensable for each other and for the operation of card payment system in general.
Merchants would not agree to join a card payment system if the number of cardholders was
insufficient. Similarly, consumers would not want to own a card if it was not used by a
sufficient number of merchants. However, the “two-sided” nature of economic activity does
not in any way mean that the system in question constitutes a single market.

Although the Court of Justice of the European Union in its judgment (T - 491/07) upheld the
decision of the European Commission of 17 October 2007 (COMP / D1 / 38606 -
Groupement des cartes bancaires “CB’"), the Court of Justice of the European Union in its
judgment of 11 September 2014 in Case C - 67/13 P revoked that judgment. The reason for
this action is that not all relevant factors were taken into account, in particular the nature of
affected services, the actual operating conditions and structure of markets, with regard to the
economic or legal context. Thus, in the opinion of the Court of Justice of the European Union,
the Commission had to take into account the interaction between the two facets of a two-
dimensional system when defining the relevant market.

In the case of multidimensional platforms, the risk of market expansion determines the
concern of competition authorities in defining a relevant market. This fact would depreciate
the importance of practices, which in authorities’ view generate competitive problems. At the
same time, we cannot ignore the specific nature of relationships in multidimensional markets,
which are to be examined and assessed in the process of defining a relevant market.
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5. Conclusions

The multidimensional market is at an early stage of research and is a challenge for
competition authorities. At the same time, we consider relevant the definition that reflects the
key characteristics of a multidimensional market: it has two or more groups of customers,
who need each other but cannot independently achieve value and rely on a catalyst to
facilitate interaction with customers, creating values between them.

Due to structural relationships, a multidimensional relevant market cannot be defined without
taking into account all its aspects, including dynamic mutual impact (feedback). Indirect
network effects are to be taken into account even at the risk of widening the market, and it is
always necessary to take into account competition objectives, consumer welfare
improvement, and innovation stimulation. Thus, in the case of multidimensional platforms,
one could avoid errors and identify appropriate solutions only through a complex,
theoretically grounded approach of the relevant market.

Currently, there is no single approach to the concept of multidimensional markets and the
methodology for analyzing the competitive environment in these markets. For these reasons,
clarification of these issues would allow a more complex analysis of multidimensional
markets and a review of approaches to competition in financial markets.

The development of digital technologies is expanding the development of financial markets.
Due to its characteristics, especially the existence of intermediation, they should be carefully
studied in terms of consistency with the elements characteristic to multidimensional markets,
and the development of a methodology that would allow identification of multidimensional
financial markets.

REFERENCES

1. ANGHELESCU, C., CIUCUR, D., DINU, M., DOBROTA, N. s. a. Dictionar de economie (editia a doua) /
Dictionary of Economics (second edition). Bucuresti: Editura Economicd, 2001. 520 p. ISBN 973-590-540-X

2. Commission Decision C(2001) 2425 of 9.08.2001 relating to Case No COMP/29.373 - Visa International. -
p. (34). Available:
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32001D0782&from=HR

3. Commission Decision C(2002) 2698 of 24.07.2002 relating to Case No COMP/29.373 - Visa International -
Multilateral Interchange Fee. p. (43) Available: https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32002D0914&from=EN

4. Commission Decision C(2007) 6474 of 19.12.2007 relating to Case COMP/34.579 - MasterCard, Case
COMP/36.518 - EuroCommerce, Case COMP/38.580 - Commercial Cards. Available: https://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:C:2009:264:0008:0011:EN:PDF

5. Commission Decision C(2010) 8760 of 8.12.2010 relating to Case No COMP/39.398 - Visa MIF Available:
https://ec.europa.eu/competition/antitrust/cases/dec_docs/39398/39398 6183 6.pdf

6. Commission Decision C(2014) 7239 of 03.10.2014 relating to Case No COMP/M.7217 - FACEBOOK/
WHATSAPP. Available:
https://ec.europa.eu/competition/mergers/cases/decisions/m7217_20141003_20310_3962132_EN.pdf

7. EVANS, D., SCHMALENSEE, R. The Antitrust Analysis of Multi-Sided Platform Businesses NBER
Working Paper No. 18783 Available: https://www.nber.org/papers/w18783.pdf (visited 06.05.2020)

8. EZRACHI, A., STUCKE, M.E. The curious case of competition and quality. Journal of Antitrust
Enforcement. 2015, Volume 3, Issue 2, pp. 227-257. ISSN 2050-0688. (IF: 0,33). Available:
https://doi.org/10.1093/jaenfo/jnv023

9. FILISTRUCCHI, L., GERADIN, D., VAN DAMME, E., AFFELDT, P. Market definition in two-sided
markets: theory and practice. Journal of Competition Law and Economics. 2013, 10(2). ISSN 1744-6414.
(IF: 0,627). Available: https://www.researchgate.net/publication/256055184

42


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32001D0782&from=HR
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32002D0914&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32002D0914&from=EN
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2009:264:0008:0011:EN:PDF
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2009:264:0008:0011:EN:PDF
https://ec.europa.eu/competition/antitrust/cases/dec_docs/39398/39398_6183_6.pdf
https://ec.europa.eu/competition/mergers/cases/decisions/m7217_20141003_20310_3962132_EN.pdf
https://www.nber.org/papers/w18783.pdf
https://doi.org/10.1093/jaenfo/jnv023
https://www.researchgate.net/publication/256055184

ISSN 2345-1424 http://jrtmed.uccm.md E-ISSN 2345-1483

10. GURKAYNAK, G., INANILIR, O., DINIZ, S., YASAR, A. G. Multisided markets and the challenge of
incorporating multisided considerations into competition law analysis Journal of Antitrust Enforcement.
2017, Volume 5, Issue 1, pp. 100-129. ISSN 2050-0688. (IF: 0,33). Available:
https://doi.org/10.1093/jaenfo/jnw007

11.HAGIU, A., WRIGHT, J. Multisided Platform. Harvard Business School Working Paper 15-037 (2015)
Available: https://www.hbs.edu/faculty/Publication%20Files/15-037_cb5afe51-6150-4be9-ace2-
39c6a8ace6d4.pdf

12. Judgment of the Court (Third Chamber) of 11 September 2014 Groupement des cartes bancaires (CB) against
European Commission Cause C 67/13P. ECLI: EU:C:2014:2204. Available:
http://curia.europa.eu/juris/document/document.jsf?text=&docid=157516&pagelndex=0&doclang=RO&mod
e=Ist&dir=&occ=first&part=1&cid=673392

13.0ECD  (2018) Rethinking ~ Antitrust ~ Tools  for  Multi-Sided Platforms  Available;
www.oecd.org/competition/rethinking-antitrust-tools-for-multi-sided-platforms.htm (visited 06.05.2020)

14.ROCHET, J., TIROLE, J. Platform competition in two sided markets. Journal of the European Economic
Association. 2003, Volume 1, Issue 4, pp. 990-1029. ISSN 1542-4766. (IF: 3,296). Awvailable:
https://doi.org/10.1162/154247603322493212

15.RYSMAN, M. The Economics of Two-Sided Markets. Journal of Economic Perspectives, 23 (3): 125-43.
(IF: 6,52). ISSN 1944-7981 Available: https://www.aeaweb.org/articles?id=10.1257/jep.23.3.125

16.SOKOL, D., JINGYUAN, M. Understanding Online Markets and Antitrust Analysis. 15 Nw. Northwestern
Journal of Technology and Intellectual Property. 43 (2017). ISSN 1549-8271 Awvailable:
https://scholarlycommons.law.northwestern.edu/njtip/vol15/iss1/2

17.The Market Power of Platforms and Networks, Bundeskartellamt, B6-113/15, Working Paper, June 2016.
Available: https://www.bundeskartellamt.de/SharedDocs/Publikation/EN/Berichte/Think-Tank-Bericht-
Zusammenfassung.pdf?__blob=publicationFile&v=4 (visited 06.05.2020)

18. WISMER, S., RASEK A Market definition in multi-sided markets. OECD
DAF/COMP/WD(2017)33/FINAL Available:
http://lwww.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DAF/COMP/WD%282017%2933/
FINAL&docLanguage=En

Rezumat

Digitalizarea economiei, progresul tehnico-stiintific, ~eliminarea  barierelor lingvistice  §i
internationalizarea vietii economice a dus la dezvoltarea unor modele noi de business denumite platforme
multidimensionale. Asa denumiri precum MasterCard, Visa, Airbnb, Amazon, Facebook etc. sunt pe larg
cunoscute datorita dezvoltarii sale vertiginoase, si reprezintd modele de afaceri sub forma de platforme
multidimensionale. Definirea pietelor multidimensionale, identificarea elementelor caracteristice, determinarea
pietei relevante §i respectiv analiza mediului concurential pe pietele multidimensionale reprezintd o adevarata
provocare pentru autoritdtile de concurentd. Evaluarea comportamentului unilateral sau coordonat pe piata
multidimensionala este un exercitiu destul de dificil datorita complexitatii acestor relatii, pentru care abordarea
traditionald este insuficientd. In scopul clarificarii acestor aspecte este necesard analiza teoreticd a acestei
structuri, dar este utila si experienta decizionald a autoritatilor de concurenta din Uniunea Europeand. Pietele
multidimensionale se regasesc in diferite sectoare ale economiei nationale, astfel, mai multe segmente ale pietei
financiare au caracteristicile pietelor multidimensionale, totodata numai printr-0 abordare complexd, teoretic
fundamentata a platformelor multidimensionale se pot evita erorile si respectiv identifica solutii.

Aceasta lucrare expune si analizeazd conceptul pietei multidimensionale, particularitatile de
determinarea a pietei relevante si analizd a mediului concurential in dependenta de tipul pietei si specificul
sectorului financiar.

Cuvinte-cheie: piata multidimensionald, piasa financiard, piata relevanta, concurenta

Annomauusn

Lugpposuzayus KOHOMUKY, HAYUHO-MEXHUYECKULl NPOSPecc, YCMpPAaHeHue s3blK08biX 0apbepos u
UHMEPHAYUOHATUZAYUSL IKOHOMUUECKOU JICUSHU NPUBENU K PA3PAbomKe HOGbIX OusHec-MoOenell, HA3bIeaeMble
MHO2OMepHbiMu naam@popmamu. Taxue umena, xax MasterCard, Visa, Airbnb, Amazon, Facebook u m. 0.
WUPOKO U3BECHIHbL CEOUM  20JI080KPYICUMENbHBIM PA3GUMUEM U NPeOCmasisiom OusHec-Mooenu 6 6uoe
MHo2omepubix  naamgopm. Onpedenenue MHOZOMEPHBIX DLIHKOG, 6bISIGNIEHUE XAPAKMEPHBIX NEMEHMO8,
onpeoenenue COOMEEMCmeyloule20 pPuIHKA U dHAIU3 KOHKYPEHMHOU Cpedbl HA MHO2OMEPHBIX PbIHKAX,
COOMBEMCMEEHHO, ABNSIOMCS PEANbHOU NPOOAEMOU OISt AHMUMOHONOALHBIX 0p2an08. Oyenka 0OHOCMOPOHHE20
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UIU CKOOPOUHUPOBAHHO20 NOBEOCHUA HA MHO2OMEPHOM PbIHKE AGIAEMCA O0B0AbHO MPYOHbIM 0e10M U3-3d
CHLONCHOCIMU SMUX OMHOWEHUN, 011 KOMOPbIX MPAOUYUOHHBIL N00X00 HedocmamoyeH. Ymobduvl nposachums smu
B0MPOCH, HEOOXOOUM MEOPeMUYeCKUll AHATU3 IMOU CIPYKIYPbL, HO MAKHCE NOJe3eH ONbIM NPUHATNUA PeUeHUll
anmumorononvHeimu opeanamu ¢ Esponetickom Corose. Muozomephvle puinKu HAXO0AMCA 8 PASHBIX CEKMOPAX
HAYUOHATLHOU SKOHOMUKU, NOIMOMY HECKONbKO Ce2MEeHMOo8 (DUHAHCOB020 PBIHKA UMEIOM XAPAKMepucmuKu
MHO2OMEPHBIX PBIHKOS, U 8 MO Jce 8peMsl MObKO 01a200aps KOMNIEKCHOMY, meopemuiecky 060CHO8aHHOMY
nOO0X00Y K MHO2OMEPHBIM NAAMPOPMAM MOHCHO U3bexHcams OuUOOK U HAUMu peueHus.

B dannoii cmamve npedcmasnena u npoananu3uposana KOHYenyus MHO2OMEPHO20 PbIHKA, 0COOEHHOCMU
onpeodenenus cOOmseemcmayouezo pulHKa U ananu3 KOHKypeHmMHOU cpedbl 6 3a6UCUMOCU OM Mund puiHKd u
cneyughuxu QuHancosozo cexkmopa.

Kniouegvie cnoga: mnozomepviii pelHOK, PUHAHCOBbLIL PLIHOK, COOMEEMCMBYIOWUL PIHOK, KOHKYPEHYUS]
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Abstract

This exploratory research aims to investigate the perception and facts on how Lebanese residents
understand microfinance, aiming to better understand this topic and to develop microfinance sector and policies
in Lebanon.

This study follows a quantitative approach and clustered simple random sampling approach targeting
current and prospected microfinance clients. Data pointed out that almost 60% of the Lebanese consider
microfinance institutions as social charities and 18.7% knows nothing about them. Surprisingly, the majority of
respondents believed that microfinance loans interest rate is lower than traditional banks.

The majority of the respondents believed that microfinance credit and loans would positively affect the
society, education and economy, they also believed that these loans could reduce unemployment and poverty
level.

The inability to pay and exchange of collateral are the two main reasons that prevent the Lebanese from
taking microfinance loans. However, satisfying personal needs such as paying debit, buying a new car and
marriage encourages the Lebanese to take a microcredit, followed by developing their business. Unlike other
countries that conducted similar researches, the Lebanese would get a loan for personal needs and not food
enhancement.

Keywords: Microfinance, Microcredit, Lebanon

1. Introduction

Until recent years, the international community has regarded foreign aid as a primary source
of poverty reduction through spending a huge amount of money to finance large infrastructure
and create the necessary public institutions. These investments are aimed at reducing the
unemployment rate, increasing productivity, and reducing poverty [1]. However, according to
Erixon [1] there is an inverse relationship between economic growth and foreign aid.

Recently, the International community embraced microfinance as a new tool for poverty

reduction and economic development, after perceiving that foreign aid and macro

development have limitations in enhancing economic development or decreasing poverty.

Yet, the growing popularity of microfinance institutions (MFIs) in decreasing poverty level,

which is a prerequisite for peace, was highlighted when Mr Yunus and Grameen bank were

awarded the Nobel peace prize for 2006 [2]. Accordingly, international organizations, private
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companies, donors, and governments see microfinance as an important tool for developing
economy and reducing poverty.

With such views, while both poverty and micro financial institutions are increasing in
Lebanon, this research aims to find how the Lebanese people perceive microfinance and
whether these institutions have a positive or negative impact on their lives.

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

The concept of microfinance was first introduced in Bavaria in the mid of the 19™ century, in
Ghana in 1920, and in Kenya and Nigeria in 1955. Scholars viewed microfinance as a model
shift and a light of hope for people with low income [3]. In reality, in opposite to commercial
banking, which normally targets people who have money, microfinance activities include
savings, credit and other needed financial services with an aim to reach poor people who have
difficulties in collecting adequate collateral and who are usually ignored by commercial banks
[4]. In literature, microfinance refers to “the provision of financial services to low income,
poor and very poor self-employed people” [5]. While other scholars defined microfinance as
“the attempt to improve access to small deposits and small loans for poor households
neglected by banks” [6]. Since many of those who seek microfinance services, especially
loans, to launch their own business, microfinance firms require borrowers to have, at least,
minimum business qualifications for the proper use of funds [7].

Credits, saving facilities and other products or services, and financial services provided to
poor households and low-income people distinguish microfinance organizations from large
organizations [8]. Many changes have happened since 2001; industry investments, type of
providers, number of borrowers and clients have grown significantly over the past decade [9].
Therefore, the overall interest in the microfinance business is having a dynamic advancement
as the years progress. In fact, in 2014 it was around $10 billion compared with $4 billion
reported in 2006 [10]. Moreover, in 2011 Symbiotic reported that hundred microfinance
institutions managed nearly $7 billion [11]. This sector has seen a huge shift going from just
microcredit to general microfinance services, such as insurance services and savings in order
to make the financial market work better for low-income population. Many studies showed
that micro-savings have a better outcome on individuals than micro credits [12-14].

It is essential to highlight the distinction between microfinance and microcredit, as these two
words are often used interchangeably in literature, not to mention that many people believe
that microfinance is just about providing microcredit. In fact, microfinance is not only about
microcredit; it has a wider basket including transactional services, insurance, and, most
importantly, savings [15].

Microcredit is related to small loans, but microfinance is applicable where NGOs and MFIs
supplement the loans with other financial services (savings, insurance, etc) [16]. Therefore,
microcredit is regarded as the most well-known microfinance product, as it provides loans to
low income borrowers, whereas microfinance is a whole aspect containing other noncredit
financial services like insurance, payment services, and savings [17].

Considering that social and economic backgrounds are different in different countries, the
purpose of microfinance is still the same in all countries. In 2005, UNDP conducted a study
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that found that nearly 1.25 million Lebanese out of 4.5 million citizens are living on less than
$4 per day. Lebanon economy is mainly focused on service sector, in particular banking and
tourism. Given that 30% of the Lebanese population is poor, Lebanese perception of such
programs is necessary to develop them in this small country. In addition, poverty is also
expected to increase due to the bad economic situation in Lebanon in the last four months.

Facing the high rates of unemployment in the Arab and MENA regions [18], micro and small
enterprises are increasingly seen as a new alternative to work styles, which can reduce overall
poverty and increase employment rates. According to a report published by the UNDP,
microfinance has proven to be an appropriate and effective tool in alleviating poverty during
the last years That being stated, poverty alleviation is probably one of the most tangible
benefits of microfinance worldwide. Other benefits can be foreseen in microfinance. For
example, it allows entrepreneurs seeking credit to start up their small businesses, by giving
them a chance to become micro entrepreneurs [20]. In addition, other benefits can be
expected, for instance, women’s empowerment is regarded as one of the influential force of
microfinance. Women with access to financial services are more likely to benefit their entire
family, confront gender inequalities and get more involved in the community activity [21].
Thus, microfinance can, to a certain point, eliminate the gender inequality assumption in
developing countries. Alternatively, microfinance has also limitations; it is not a silver bullet
in itself. Many researchers doubted the capability of microfinance programs to help develop
both social and economic levels [22]. Microfinance raises important questions with respect to
its application and the heavy burden it places on borrowers. Higher interest rates imply lower
repayment performance and longer repayment terms. Globally, microfinance is experiencing a
small crisis in countries like Bangladesh and India, where micro lenders were accused of over
lending and driving the poor into debt situations that they could not possibly escape from. In
fact, in 2010 the Indian government attributed over 80-death suicides to microcredit loans
[23].

The perception of microfinance can differ from country to country; whereas social, cultural,
geographical differences can lead to different results. Most of the research related to
microfinance has elaborated its impact on businesses, communities, individual service users
and households. However, the perception of potential clients of microfinance has not been
much highlighted in the literature. For example, previous studies showed that when people
aim to expand their business activities, they seek to apply for microfinance loans [3, 24-26],
others showed that people perceive an increase in their education level, health conditions and
food consumption [27-32], however few studied what people know about microfinance [3, 33,
34].

In the Arab context, one of the studies was conducted by Planet Finance in 2007 in Jordan to
analyze people’s perception of microfinance. It showed that 70% had better food quality and
consumption since participating in microfinance programs, almost 58% indicated a change
towards better children education, 87% believed that they experienced an increase in their
sense of autonomy. Moreover, 48% believed that their health has been improved, 36.8% have
not noticed any change and 16% noticed negative change [28].

Another study conducted in Oman showed that 79% of the respondents agreed that
microfinance activities have a positive impact on the society, while 75.4% believed that these
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activities will decrease the unemployment rate. Moreover, 87% of the respondents also
believed that microfinance would decrease poverty level [31].

Siddiqui and Gilal [3] found that in Pakistan, 21% of the respondents described microfinance
as “microfinance bank”, 7% described it as “banking for poor”, and 69% described it as
“small loans”. Also, this study indicated that uneducated people said that microfinance
institutions helped them a lot, while educated people showed a negative view of these
institutions.

Throughout this literature, it can be noticed that low income people perceive microfinance as
a mean to improve their life style (business, education, food consumption, personal activities)
wherever they are located. Although microfinance is endorsing a hopeful new strategy,
empirical research and academic studies have not yet been carried out in Lebanon to examine
how Lebanese society perceives microfinance.

In the case of Lebanon which is considered the smallest country in the Middle East with a 4.5
million estimated population [35], a recent study conducted by UNDP showed that 28% of
Lebanese residents are considered as poor while they are living on less than $4 per day and
8% are suffering from extreme poverty because they live on less than $2.4 per day [36]. The
country in general has a structural trade deficit and gross public debt [37]. In addition to these
facts, it is necessary to highlight the presence of 1.2 million refugees [38]. The Lebanese
government reported that the Syrian crisis negatively affected around 1.5 million Lebanese
nationals. Moreover, in 2013, the World Bank reported that these crises would cost around
$7.5 billion in lost economic activity.

Nevertheless, with all these economic difficulties, the country was able to establish
commercial banking services, which are considered the best in the region. A total of 54 banks
and 876 branches were registered with the Lebanese central bank, 55% of them are
concentrated in urban areas such as Beirut, the capital and its suburbs.

Microfinance activities were launched by Lebanese banks in 1995; commercial banks at that
period offered their clients several products, either in cooperation with microfinance
institutions or by providing small loans to SME’s guaranteed by local funds. After the Israeli
war in Lebanon in 2006, BLOM bank, a leading Lebanese bank, reported 27% growth from
2007 to 2014 for the microfinance industry.

In Lebanon, there are around 24 micro-financial institutions. Three main institutions dominate
the Lebanese market: Al Quard Al Hasan supported by Hezbollah, Al Majmoua and VITAs
authorized by the United States Agency for International Development, which offer micro
microcredit or micro savings [39]. Due to the fact that almost 40% of the population does not
hold bank accounts, there is a strong demand for microfinance in Lebanon [40]. BLOM Bank
reports that, in Lebanon, the loans of microfinance institutions range from $300 to $5000 for a
repayment period between 6 and 24 months. The beneficiaries of these loans are spread across
the country and are mainly concentrated in Beirut and South Lebanon.

Accordingly, this research aims to study how Lebanese perceive microfinance activities in
Lebanon and if they see it as a source of reducing their poverty, enhancing their lifestyle and
well-being in general, to better understand this concept in Lebanon and how Lebanese citizens
perceive it. Thus, this research aims to answer the following research questions:
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e What is the general and personal attitude of Lebanese towards microfinance?

e Do income and education level, gender and age affect this perception?

e How Lebanese perceive the benefits of microfinance loans at personal and national
level?

e What could encourage or impede Lebanese obtaining microfinance loans and for
what they may use it?

Answering these questions will contribute to better understand this topic and will also help to
develop the microfinance sector and improve policies in this country and others similar.

3. Applied methods and materials

In order to measure how Lebanese perceive microfinance and address a large sample size, a
guantitative approach was adopted, using a well-structured questionnaire, which was
developed on the basis of microfinance literature, and relying on open ended and closed
ended questions. The questionnaire was composed of 3 open ended questions that aimed at
finding out the reasons and motivations of Lebanese to receive microfinance loans and what
respondents know about microfinance, as well as 14 closed ended questions aimed at finding
out how Lebanese perceive microfinance, and if such loans could decrease poverty, increase
education level, reduce unemployment, and if it could have a positive impact on the economy
and the society in general. Using this questionnaire will help to measure the respondent’s
perception by analyzing the numerical values provided through closed and summarizing open
ended questions.

Lebanon population is estimated to be around 4 million people distributed across five
provinces, Beirut, the capital, (9.6% of the population) and Mount Lebanon (38.5 % of the
population), which are considered urban areas; Southern Lebanon (17.5% of the population),
which is in between urban and rural areas; and Northern Lebanon (20.8% of the population)
and Bekaa (13.6% of the population), which are considered as rural areas. Nevertheless, in
Lebanon, there is high inequality in wealth, whereas almost 0.3% of the Lebanese population
owns 49% of the Lebanese wealth, which it estimated to be 91 billion dollars, and most of the
work force are low income people, which make them potential microfinance clients [41].

The sample of this research intended to cover all provinces proportionally, but due to security
reasons, it was difficult to interview citizens living on the Syrian borders in Bekaa and
Northern Lebanon. Yet, citizens in these areas are mostly uneducated and work in the
agricultural industry (UNDP, 2005). Accordingly, a cluster simple random sampling was
adopted to carry out the survey, whereas each province is considered as a cluster and the
heterogeneity of respondents is ensured within the sub-cluster. Additionally, the criterion
considered 95% as confidence interval, 5% margin of error and 0.05 significance level, 385
samples were collected from the Lebanese provinces, respondents over 20 years old were
targeted proportionally based on the population of these provinces [42].

Field survey was conducted rather than online to interview low-income people who are
unfamiliar with online surveys and the Internet. The questionnaire was also translated into
Arabic since some respondents may not understand English language. Data collected was
imported into SPSS V23 to be analyzed and reported in tables and figures.
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4. Obtained results and discussions

Several analyses were conducted to answer research questions that were mainly focused on
descriptive analysis to understand how Lebanese perceive microfinance and the facts about
their general view. First, demographic analysis was essential to ensure the accuracy of the
sample size for low income people who are considered as prospected microfinance clients.
Demographic analysis presented in Table 1 showed that almost 88% of the respondents earn
less than $1000 per month, and almost 20% of them are unemployed. Regarding the level of
education, 34.8% of the respondents graduated from high school, they represent most of the
rural areas in Lebanon, and 48.6% of the respondents obtained a bachelor’s degree. In
addition, 68% of the respondents were below 35 years old. Moreover, the sample was almost
the same between males and females, whereas 47.3% of the respondents were females and
52.7% of them were males.

Table 1. Demographic Analysis

Demographic Analysis F %
Gender Female 182 47.3
Male 203 52.7
Education Level | Bachelor’s degree 187 48.6
High School Certificate 134 34.8
Master’s Degree 35 9.1
Vocational Degree 11 2.9
Uneducated 18 4.7
Monthly Income | $100 to $600 180 46.8
$600 to $1000 159 41.3
$1100 to $2000 41 10.6
Above $2000 5 1.3
Profession sector | Public Sector 84 21.8
Private Sector 222 57.7
Unemployed 79 20.5
Age Below 26 years old 139 36.1
26 to 35 years old 123 31.9
36 to 45 years old 75 19.5
46 to 55 years old 33 8.6
Above 55 years old 15 3.9
Marital status Divorced 7 1.8
Married 185 48.1
Single 191 49.6
Widowed 2 S
Total 385 100.0

As for the general perception, 60% of the respondents said that microfinance institutions are
social charities, and only 34.8% believed that these institutions represent a profitable activity
(Figure 1). Yet, 37.4% of the respondents described microfinance institutions as organizations
that give small loans, 20.5% of the respondents described these institutions as “institutions
that provide financial services for low income people” and 16.1% of the respondents said that
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microfinance institutions provide loans in exchange of collateral (Figure 2). However, 94.5%
believed that the interest rate on microfinance loans is lower than that of traditional banks.
Yet, for a more focused look, cross tabulation analysis was conducted. Almost 32.5% of
Lebanese whose salary is less than $600 believe that microfinance institutions are social
charities. While, 16.6% of this salary category said that MFIs give small loans, and 8.8% said
that MFIs give loans in exchange of collateral. Moreover 16% of the respondents who earn
less than $1000 per month know nothing about MFIs. With respect to the gender, the
knowledge of Lebanese women and men is almost the same, for example, 19.7% of males and
17.7% of females described MFIs as institutions that give small loans, and 8.8% of males and
7.3% of females described them as institutions that give loans in exchange of collateral. In
addition, 29.1% of males and 30.9% of females described MFIs as social charities.

60.0%
60.0%
50.0%
34.8%
40.0%
30.0%
20.0%
5.2%
0.0%
Social charity Profitable activity They are both social
charity and
profitable activity

Figure 1. General Perception Towards Microfinance

No answer - 3.1%

It is a type of islamic banking - 4.2%

They are private organizations that offer financial

and non-financial services in exchange of a _ 16.1%
collateral
nows notring | 1 =.75%
Low income people are offered financial services _
from them 20.3%

¢ gives small oans | >

Figure 2. General Perception Towards Microfinance
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The analysis also showed that educational level affects perception. For instance, 20.2% of the
respondents who held master’s and bachelor’s degree answered that MFIs offer small loans,
while 14.8% holding high school degree had the same perception. In addition, 9.1% of master
and bachelor holders described MFIs as providing loans in exchange of collateral, while 5.5%
of high school holders have the same perception. As for age, most of the respondents who
perceive MFlIs as institutions offering small loans are less than 34 years old.

Accordingly, from this analysis it is concluded that both males and females have the same
perception of MFIs. In addition, as the salary and education category decreases, the
perception of describing MFIs as social charities increases, yet those also understand that
these types of loans are provided in exchange of collateral or as small loans. Here, it should
be mentioned that Al-Qard El Hasan operates in a way, that the lender should deposit gold or
money equal to the loan value, unlikely other operating MFIs.

As shown in Figure 3, Al-Qard El Hasan is the most known MFI in Lebanon, this institution
operates mainly in South Lebanon and Beirut, followed by Al-Majmoua which declared that
most of its clients are from Beirut and South Lebanon and the least of them are from North
Lebanon [43]. Accordingly, these results confirm the report published by BLOM bank report
(BLOM, 2014). The descriptive analysis also showed that the awareness of these institutions
is higher for low income people and youth, whereas almost 30% of those who earn less than
$1000 per month mentioned Al-Qard EI Hasan and 24% of those who are less than 34 years
old mentioned the top two MFlIs.

Al-Qard El Hassan | ;1.9
Al-Qard El Hassan and Al-Majmouaa _ 20.5%
Al-Qard El Hassan and Vitas || EGKN'EN 1772
None of them || NG 7.7
All of them [ 6.0%
vitas [l 3.1%

Al-Majmouaa [l 3.1%

Figure 3. Knowledge on MFIs Operating In Lebanon

The general perception of Lebanese on MFIs is that they help decrease the unemployment rate
and poverty, which have a positive impact on society, economy and education. However,
almost 77.4% of the Lebanese think that microfinance could not lead to political stability. For
instance, 67% percent of low-income people agreed that MFIs could reduce unemployment,
57.6% believed that they reduce poverty, 45% believed that they could have positive impact
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on society, 52.5% said that they have a positive impact on economy, and 42% believed that
they could improve education. These results are mostly associated with people younger than
34 years old (Figure 4).

90.0%
77.4%
80.0% 75.1%
69.1%
70.0%
’ 61.3% 59.7%
60.0% 57.2%
50.0% 47.8%
38.7% 40.3%
40.0%
30.9%
30.0% 24.9%
22.6%
20.0%
10.0%
0.0%
No Yes No Yes No Yes
unemployment poverty positive impact n | positive impact on positive impact on| Political Stability
Society Economy Education

Figure 4. General Perception Of Microfinance Impact

As for the personal perception, 52.7% believed that MFIs represent a way to improve
education, 18.7% agreed that MFIs could improve health, while 19% believed that MFIs
could improve both health and education; and only 8.3% said that MFIs help to improve food
supply (Figure 5). In addition, almost 64% of the respondents said that MF loans should be
given to people living in rural areas and 16.1% said that they should be given to people in
both rural and urban areas (Figure 6).

60.0% 52.7%
50.0%
40.0%
30.0%
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10.0% 1.3%
—
0.0%
It can helpto It can helpto It canhelpto It canhelpto None of them
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Figure 5. Personal Perception Of Microfinance Impact
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= Rural Urban Urban and rural

Figure 6. Who Should Receive Microfinance Loans

At the top of main reasons not to take a loan from micro MFIs it is the fear of being unable to
pay the loan (33.20%) followed by conditions to get a loan such as providing a deposit or
guarantee (31.60%). Such results are expected because Lebanon is facing an economic crisis
and loss of Lebanese pound value against dollar value. Moreover, 18.7% of the respondents
expressed that they have no fear of taking a loan (Table 2).

Table 2. Reasons for not taking Microfinance loan

Reason for not taking Microfinance Loan Percent
Being Unable to repay the loan 33.20%
High demands such as guarantee, deposit 31.60%
Nothing 18.70%
They offer small amount of money 8.57%
Trust 5.97%
| am used to banks 1.03%
Religion matters 0.70%
Total 100%

An in-depth analysis showed that 16.1% of Lebanese earning less than $600 are the most who
said that a guarantee or deposit, prevents them from taking a loan and 6.5% of them said that
these institutions offer a small amount of money. In addition, 15.8% of respondents earning
less than $600 expressed their fear of not being able to repay the loan and 14% of those who
earn from $600 to $1000 also expressed the same fear.

Moreover, 15.8% of bachelor’s degree holders mentioned that the existence of guarantee
prevents them from taking a loan, while 10.6% of high school graduates expressed this fear.
In addition, 16.5% of bachelor’s degree holders expressed their fear of not being able to pay
and 14.8% of high school holders expressed the same fear.

The last multiple choice question allowed respondents to select as many answers they found
applicable for taking a loan from MFIs. On the top of the list respondents expressed that they
would have a loan for a personal reason (45.55%), those could include education, marriage,
buying a new car or mobile phone, repaying debt, food enhancement and, surprisingly, doing
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a plastic surgery. Almost 30% of the respondents expressed that they would take a loan for
improving business, 27.79% would take a loan from MFIs for having lower interest rate and
20.91% would take loans for education (Table 3).

Table 3. Reasons for thinking of taking Microfinance loan

Reasons to take Microfinance Loan Percent
Personal Things 45.55%
Improve Business 29.79%
Lower Interest Rate 27.79%
Education 20.91%
Home reconstruction/Needs 17.76%
Marriage 14.04%
Repay Debt 12.3%
Buy New Car 11.74%
No answer 10.31%
Food Enhancement 9.45%
Plastic Surgery 4.87%
Total 100%

40.6% of low-income respondents expressed that they would take a loan for personal reasons,
those included marriage 10.6%, education 16.4%, home reconstruction or needs 15.5%,
improvement of business 25.8, and only 7.9% for enhancing their food. As for age, 10.9% of
bachelor’s degree holders and 6.3% high school graduates said that such loans help them to
continue their personal or their children education, while 12.6% of the bachelor’s degree
holders would take loans to improve their business followed by 9.7% of high school
graduates. However; 20% of the youth would need such loans to improve their business.

5. Conclusions

This research was conducted in Lebanon, where 30% of its population is considered to be
poor, to better understand how the Lebanese perceive microfinance credits, to develop this
sector and to set new policies.

Research showed that 18.7% of Lebanese are not knowledgeable about microfinance, and
17.7% have never heard about any microfinance institutions operating in Lebanon. Al-Qared
Al Hasan that operates in exchange of collateral is the top well known institution in Lebanon;
this institution was mentioned by 70.1% of respondents.

In general, people around the globe, have positive and good impressions and perception of
microfinance [27-32]. But awareness may vary from country to country. For example, the
level of awareness was low in Yemen [33], and higher in India and Pakistan [3, 34]. However,
the findings of this research show that Lebanese tend to have a negative opinion, pointing out
that microfinance could not affect political stability, as well as a positive view with regard to
decreasing unemployment rate, poverty, enhancing economy and education.

Several researchers mentioned that microfinance has a positive effect on income, strengthens

social relations, reduces unemployment rate and increases the level of education [44-47].
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Almost 30% of Lebanese find microfinance loans as a way of developing their businesses. In
reality, having a personal business can generate more personal income, decrease
unemployment and poverty, improve education, health and society. Accordingly, the
economic cycle would be positively influenced by these factors. [49]. However, credit is not
the only factor that affects the prosperity of a business, among other factors that affect
business profitability are borrower entrepreneurial skills, education, vision, motivation and
persistence [24, 48]. Thus, these business loans should cope with innovation programs and
training to achieve their intended purpose on the economy.

Compared to results from other countries, the Lebanese perceive a lower level of
microfinance impact on health and food consumption than Morocco, Jordan and Egypt, which
could be related to the fact that Lebanon is well known for its good health services in the
region, as well as life expectancy of Lebanese is 80 years old, which is higher than in other
Arab countries [36]. Moreover, Egypt and Morocco believe that education is less important
than Lebanon and Jordan, due to cultural differences, whereas Lebanon is well known due to
the reputation of the educational institutions and educated people.
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Rezumat

Acest studiu preliminar isi propune sa examineze perceptiile si faptele cu privire la modul in care
poporul libanez intelege microfinantarea, in vederea unei mai bune intelegeri a acestui subiect si dezvoltarii
sectorului microfinantarii si a politicii de microfinantare din Liban.

Acest studiu urmeazad o abordare cantitativa si o abordare cluster a esantionarii simple aleatorii, axate
pe clientii actuali si potentiali ai organizatiilor de microfinantare. Datele au indicat ca aproape 60% dintre
libanezi considera institutiile de microfinantare drept organizatii de caritate sociald, in timp ce 18,7% nu cunosc
nimic despre ele. In mod surprinzdtor, majoritatea respondentilor au considerat cd rata dobdnzii la
imprumuturile de microfinantare este mai mica decdt cea oferita de bancile traditionale.

Majoritatea respondentilor au considerat ca creditele si imprumuturile din microfinantare vor afecta in
mod pozitiv societatea, educatia §i economia, si, de asemenea, ei au considerat cda aceste imprumuturi ar putea
reduce nivelul somajului si al sardciei.

Incapacitatea de plata si schimbul de garantii sunt douda motive principale care ii impiedica pe libanezi
sa ia imprumuturi de la organizatiile de microfinantare. Totusi, satisfacerea necesitatilor personale, cum sunt
plata debitului, cumpdrarea unui automobil nou §i casdtoria, incurajeazd libanezii sd ia microcredite pentru
lansarea unei afaceri. Spre deosebire de alte tari in care au fost efectuate cercetari similare, libanezii iau
Imprumuturi pentru necesitdtile personale si nu pentru imbundtatirea nutritiei.

Cuvinte-cheie: microfinantare, microimprumut, Liban

Annomauusn

Jlannoe npedsapumenvroe UCCIe008aHUE HANPAGIEHO HA U3YYeHUe NPeOCMmasieHuti u Qaxmos
KACAIOWUXCA OCMBICACHUA (DeHOMEHA MUKPOMUHAHCUPOBAHUA TUBAHCKUM HAPOOOM, YVACHEeHUs Nnpobnemvl u
PazeUmus CeKmopa MuKpo@pUHAHCUPOBAHUS U NOTUMUKU MUKPODUHANHcuposanus 6 JIusane.

Ilpu uzyuenuu npobremvi agmopamu NPUMEHEeHbl KOIUYECTNBEHHbI U KIACMEPHINE NO0X00 NPOCmou
cyuaiinou  6blbopry.  OpueHmupo8anHo  UCCIe008aHUEe HA  MEKVUX U NOMEHYUAIbHbIX — KIUEHMO8
MUuKpouHancogvlx  opeanuzayui. Jlanuwvle nokazvieaiom, uymo noumu 60% aueanyes  cuumarom
MUKPODUHAHCOBBIE OP2aHU3AYUY COYUATbHBIMU ONA20MBOpUMEeNbHbIMU Opeanuzayuimu, a 18,7% nuueco ne
3Haom o0 Hux. Yousumenvno, HO OONLUWUHCINEO PECNOHOEHMO8 CYUMAIOM, YMO HPOYEHMHASI CMABKA NO
MUKDPOQDUHAHCOBBIM 3AUMAM HUJICE, YeM CIMABKA NO Kpeoumam mpaouyuoHHbIX OAHKOS.

Bonvuwuncmeo pecnondenmos nonazawom, umo MuKpo@UHAHCOBble KpeOumsl u 3amvl OYOym umems
NOA0HCUMENbHOE BIUAHUE HA 00Uecmso, 0bpasosanue u IKOHOMUKY. Taxdce oHU cuumarom, Ymo 3mu Kpeoumsl
CMO2Ym CHU3UMb YPo8eHb bespabomuybl u beOHoCmu.

Hesoszmooicnocmv onnamel u 00MeHn 3an02a A61A0MCA 08YMSA OCHOBHLIMU NPUYUHAMU, KOMOpble He
N03BOAAIOM AUBAHYAM Opamyb 3atmvl y MUKpPOpuHaHcosvlx opeanuzayutl. OOHAKO YO0s1emeopenue IUUHbIX
nompebHoCmel, MmaKux Kax nozauienue 0012da, NOKYNKa Ho8020 A8mMomMooUIs U 6Cmynienue 8 opax, nodoysxcoaem
JUBAHYES B835Mb MUKDO3AUM, d 3amMeM pa3eusams ceoli busmnec. B omauuue om Opyeux cmpau, 8 KOMOPbIX
npo8ooUNUCL NOOOOHbIE UCCNIe008AHUA, TUBAHYbI NOJYUANU 3AUMbl HA JUYHLIE HYHCObI, 4 He HA YAyYleHuUe
NUMAaHUs.

Kniouegvie cnosa: muxpogunancuposanue, muxposaim, Jlusam
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Abstract

This article discusses the theoretical and practical aspects of assessing the innovative activities of
higher education institutions using ratings on the example of Israel. The higher education system in Israel
includes universities and colleges. The status of the university is a matter of prestige, increased state funding for
research and educational process, as well as the possibility of awarding doctoral degrees. They are engaged in
research and development and represent the scientific community of Israel.

The article presents a comparative description of the main world ratings. The focus is on the
international ratings of higher educational institutions. The higher education system in Israel is highly regarded
in the world. The data of international ratings of the higher education system, in recent years, indicates a number
of achievements of Israeli universities. The assessment of the innovative activities of Israeli universities was
carried out according to six international ratings.

Keywords: higher education institution, innovative activity, ranking, assessment

1. Introduction

Against the backdrop of the rapid changes taking place today in all spheres of society, the task
of innovative development of the higher education system is extremely important for
achieving socially significant positive results. The development of new approaches is
required, the main purpose of which is to improve the quality of educational activity, the
development of science and technology.

The modern activities of higher education institutions are characterized by such a distinctive
feature as the rapid variability of knowledge, along with the growing informatization of
society. These changes provide new opportunities for the introduction of innovations in the
educational and research activities of universities. The ability to perceive innovation and the
choice of the path of innovative development allow higher education institutions to survive
and develop amid growing dynamics of social changes and increasingly fierce competition.
The university’s need for innovative development is associated with the development of a
reaction to the evolution trends of society.
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International ratings are one of the types of assessment of innovative activity of higher
educational institutions. The purpose of this article is to compare various methodologies of
international rankings and analyze the innovative activities of Israeli universities based on
them.

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

Currently, there are various methodologies for assessing innovation. The increasing number
of publications examining innovation indicators and success factors reflects the demand for
answers to this question [4; 8]. Some scientists describe indicators at various stages of the
innovation process [9], while others evaluate effectiveness at each stage of the innovation
process [10]. This is due to the fact that innovation in different sectors of the economy has its
own specifics and different indicators of assessment.

The Oslo Manual (a joint publication of OECD and Eurostat) defines: “Innovation activities
are all scientific, technological, organizational, financial and commercial activities which
actually lead to the implementation of innovations or are conceived for this purpose.” The
Guide clarifies that “Some types of innovation are innovative in themselves; others do not
have this property, but are also necessary for innovation. Innovation activity also includes
research and development that is not directly related to the development of any particular
innovation” [16].

The Frascati Manual is the internationally recognized methodology for collecting and using
R&D statistics. It defines research as follows: “Research and experimental development
(R&D) comprise creative work undertaken on a systematic basis in order to increase the stock
of knowledge, including knowledge of man, culture and society, and the use of this stock of
knowledge to devise new applications”. The term R&D covers three activities: basic research,
applied research and experimental development [21].

Currently, innovative activity is the most important condition for the development of the
education system. Ratings have become a mean of comparing the achievements of higher
education in various countries of the world in the field of innovation.

3. Materials and methods of research

The achievement of the objectives was solved by identifying and systematizing trends in the
development of innovative activities of Israeli universities. The research methodology is
based on an analysis of the world university rankings. The authors used statistical and
comparative methods in their research. Statistical processing of data collected from analytical
materials of international organizations and specialized agencies was used to identify the
characteristics of scientific and research work of higher educational institutions of Israel [1,
17, 18, 20]. Numerous publications and reports served as support for the present research. The
comparative method contributed to illustrate the peculiarities of Israeli innovation work in
higher education.
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4. Obtained results and discussions

The concept of the so-called “third generation university” is gaining popularity in many
countries of the world. This concept assumes that the university, in addition to traditional
educational and scientific activities, should actively engage in innovations, implement its
developments and know-how in life, be a source of entrepreneurial activity, and create new
business projects and companies based on an intellectual product [22].

Since innovation is actually a combination of interconnected processes, the authors propose
the following definition of innovation: innovation in higher education is a combination of
educational, scientific, technological, organizational, managerial, financial and commercial
processes that actually lead to innovation.

Higher educational institutions are one of the elements in the innovation system “universities
- enterprises - state”. This implies the participation of representatives of industry, business
and the state in assessing the university’s innovative activities in the field of
commercialization of technologies and developments. High rates in these areas are not yet a
sufficient and indispensable condition for success in the field of innovation.

The best universities in the world receive their recognition due to the high quality of graduate
training. They train highly qualified specialists who are in great demand in the labor market;
conduct research in the most advanced areas of science, publish in the best scientific journals
and those that are focused on scientific and technical activities, contribute to technological
innovation through patents and licenses. Revenues from research and development, the results
of intellectual activity, the number of small innovative enterprises created at the university are
important - all these indicators characterize the “innovative component” of universities.

Many scientists are working to build a system of indicators that would give the most complete
and reliable picture of the development of innovative activities of higher education
institutions. Evaluation of the innovative activities of universities is also needed in general to
manage the higher education system and make appropriate managerial decisions. Moreover,
since universities play a large public role, in addition to the state, a large number of
individuals are interested in evaluating the activities of universities - individuals and
organizations, such as international students and teachers, graduate students, academic
partners and organizations, politicians, employers, sponsors, and the public.

But to date, there is no single and universal system for assessing the innovative activities of
universities. World experience in publicly evaluating the activities of universities shows that
various methods are mainly used, which are developed by world rating agencies, various
national centers in the field of education or innovation, associations in the field of university
technology transfer and others.

There are 10 major world ratings and more than 70 countries have national ratings.
Classifications of ratings of higher education institutions are developed in order to provide
information that is more consistent with the needs of users [14].

Figure 1 presents types of methodologies for assessing the activities of universities. Rating

examples: world (international) university rankings (THE, QS, ARWU and other); national

university rankings (CHE in Germany, The Guardian and jointly by The Times and The
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Sunday Times in the United Kingdom and other); reports of global associations in the field of
knowledge and technology transfer (AUTM).

International University Rankings

International rankings and research of university-related
innovation infrastructure facilities

International rankings and research in the field of evaluating the
| effectiveness of innovation in universities

National University Rankings

Reports from Global Associations in University Technology
Transfer

Types of methodologies for assessing the
activities of universities

Own systems of assessment of innovative and entrepreneurial
activities of universities Top-100

Figure 1. Types of methodologies for assessing the activities of universities
Source: developed by the authors

In general terms, the rating of universities is the arrangement in a certain ranked order of
groups of universities. For this, various criteria are used that are comprehensively evaluated
by universities. The ratings are characterized by different target audiences (the main
consumers of information), assessment methodology and way of presenting the results.

Global ratings are based on internationally comparable information. However, there are large
differences in the context, accuracy and reliability of data, as well as in data definitions. Not
all rating organizations audit data, and even if they have done, the context remains important.

International university ratings are traditionally perceived as an important component in
assessing economic development and comparing the achievements of higher education in
different countries of the world. Table 1 provides a comparative description of the four most
popular world ratings.

Table 1. Innovative orientation of international university assessment ratings

Criteria QS THE ARWU Web
1 2 3 4 5
Type of study Expert analytical | Statistical Statistical Analysis of the
research, ranking | analysis and Research university’s
global expert Ranking representation in
survey, ranking the Internet
space
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1 2 3 4 5
Research Science and Scientific and University Research activity
direction education teaching research work
(industry) activities at the

university,
scientific
productivity and
citation
Rating Types Global ranking; | Global ranking | Global ranking; | Global ranking;
Rating by of world Rating by Country rating
subjects; universities; subject area;
Rating by Rating by Disciplines
faculty; subjects; Rating

Rating of the World reputation
best universities | rating and other

and others
Study frequency | Annually Annually Annually Twice a year
Organization Consulting Times Higher Center for World | Cybermetrics

company Education; Class Lab

Quacquarelli Thomson Universities of

Symonds Reuters Shanghai Jiao

Tong University

Year of 2004 (in 2004 (in 2003 2004
foundation conjunction with | conjunction with

THE); Qs),

2010 year 2010 year

(independently) | (independently)

Source: developed by the authors based on 1, 16, 17, 19

The differences in the considered ratings are confirmed by the difference in the type of
research (methodology) used by rating agencies. If we analyze the influence of scientometric
data, statistical indicators and expert judgment, the weight of these groups will differ in these
ratings. So, THE rating is 33% dependent on subjective expert assessments [18]. The QS
rating is subject to the influence of subjective ratings by 50% and by 30% depending on the
citation index [17]. UK THE and QS ratings are more correlated with each other than with
Shanghai ARWU. ARWU rating virtually eliminates the subjective factor: 60% of the rating
is formed by citation indexes of authors and 30% depends on awards and bonuses [1].
Ranking Web of Universities (Webometrics) presents the result of ranking universities in
terms of content and content updates, as well as the relevance and popularity of websites [20].

If we start from the main tasks of the university, we can distinguish two key vectors -
educational and scientific activities. Accordingly, the composite indicators of the rating can
be rearranged depending on which of the vectors they characterize - research or educational.

Table 2 presents indicators for evaluating the research activities of higher education
institutions. All ratings use different methodologies. Some compare universities in different
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countries, regardless of their profile, others (THE) publish only ratings in subject areas, while
others (ARWU, QS) issue both industry and subject ratings. The methodology for calculating
indicators is based on a survey of various respondents (teachers, students, employers, etc.).
Each university rating has a different number of metrics. The proportion of research activities
(“research results” in Table 2) in each of the ratings is different: THE - 37.5%, QS - 20%,
ARWU - 40%, Web - 25%. Basically, these indicators are determined by the number of
researchers citing in the databases of well-known scientific journals. In addition to this
indicator, indicators of research results can be the number of published articles, the number of
award-winning scientists, the most cited researchers from the universities listed and their
contribution to the scientific community (ARWU), the volume and reputation of research at
universities (THE), the reputation of universities (QS), the number of search results on the
university website (Web), etc.

Table 2. Ranking criteria for university ratings

Weight,

Rating Indicator %

Research results

ARWU | Number of articles published in the journals Nature and Science 20

Number of articles indexed in the Science Citation Index Expanded | 20
and Social Sciences Citation Index (Thomson Reuters) databases

THE The average number of citations per article 30
Scope and reputation of research 30
Research Income 2,5
QS The average number of citations per academic staffing unit (according | 20

to Scopus, Elsevier)

Web The number of search results on the university website by the | 12,5
scientific search engine Google Scholar and the number of citations of
documents found

The number of “valuable” files on the site (the number of files with | 12,5
the results of studies of four formats: PDF, PS, DOC and PPT)

Teacher’s level

ARWU | Total number of university employees receiving a Nobel Prize or | 20
Fields Medal

Number of frequently cited researchers in 21 subject areas (250 * top | 20
scientists using the Web of Knowledge database)

Web The number of unique external links to the pages of the university’s | 50
site found through search engines Yahoo Search, Live Search and
Exalead

Academic performance

ARWU | The indicator, defined as the ratio of the total number of points for all | 10
indicators to the number of full-time academic staff

Dimensions

Web The number of pages on a site resulting from searches by Google, | 20
Yahoo, Live Search, Exalead

Source: developed by the authors based on 1, 16, 17, 19
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The massive use of ratings in assessing the activities of educational institutions is criticized in
the academic environment [12, 15, 19]. It is the criticism and practice of application that helps
the development of ratings, the improvement of methodology, the emergence of new ratings
or alternative rating systems, for example, U-Multirank.

According to the authors, THE does not take into account such essential qualities of scientific
work as the novelty and value of a scientific result and observance of ethical standards in
scientific work in order to stimulate scientific activity. To do this, the rating may include
additional indicators.

Authors believe that it is advisable to apply the existing university ratings both in relation to
homogeneous groups of objects, and also when taking into account the interests of a potential
user. At the same time, the clients’ information content about the goals, advantages and
disadvantages, the specificity of the evaluation criteria, methods of data collection and
processing increases. Therefore, educational institutions must find new approaches to
assessing innovation, taking into account their specificity and capabilities.

The orientation of educational institutions to higher ratings should be associated with certain
goals in research work. To achieve the goals, heads of educational institutions need to
understand the methodology for calculating indicators that make up the rating; evaluate and
stimulate not only “what should be”, but also reduce “what needs to be changed”; maximize
useful information from all measured and observed indicators.

As a rule, national ratings are oriented to international ones, although many of them were
developed before international ones. National ratings (commercial or state) have access to a
wider array of data, and also have the ability to control their quality. For example, Germany’s
main national ranking CHE [6] conducts regular surveys of approximately 130,000 students
and 16,000 teachers, covering about 250 higher education institutions. One of the rating
components is research rating (CHE - Forschungs Ranking). It provides data differentiated by
the university research results indicator, is based on extensive data material and focuses
exclusively on university research, combining the results of various levels. Many countries of
the world undertake activities to improve the national rating system, in which the educational
function of the university is now presented to a greater extent, while world ratings place the
main emphasis on the development of science.

Ideas or innovations are transferred from research laboratories and universities to the business
sector through technology transfer. The reports of global associations in the field of university
technology transfer contribute to studying the experience of building and developing
technology transfer systems in the developed countries. For example, according to a report by
members of the Association of University Technology Managers (AUTM), a survey on
AUTM licensing activities includes detailed information on research funding, the impact of
innovation, patent activity, license revenue, and the number of startups [3].

Practical recommendations on ratings and reporting in higher education are developed by the
respective commissions of UNESCO [14]. As main disadvantages of such ratings are
recognized: the desire to concentrate on the results of the past activities of universities and the
emphasis on quantitative assessment indicators (which presumably characterize quality). Also
among the shortcomings of the ratings there is, paradoxically, an excessive emphasis on
research indicators.
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Ratings should be made for comparable universities, classified in certain categories, taking
into account the budgets and resources of universities, size, age, type and focus. This should
be done at the national level to take into account the unique indicators of the country and at
the international level, both in the framework of classifications and in general, but using key
agreed weighted indicators.

Nowadays Israel is one of the leading states in terms of science and education. Its university
system was formed based on the American model and is one of the youngest in the world, but
at the same time it is one of the most powerful. In 2020, Israel ranks 6th (5th in 2019) out of
105 countries in the Bloomberg Innovation Index of the world’s most innovative countries.
According to the ranking of the world countries by the INSEAD, WIPO, Cornell University:
The Global Innovation Index, in 2019 Israel takes the 10th place among 129 countries. In the
ranking of national higher education systems Universitas 21: Ranking of National Higher
Education Systems, in 2019, Israel ranks 18th among 50 countries. These ratings emphasize
the level of development of innovative activity in the country.

The data of international ratings of the higher education system in recent years indicates a
number of achievements of Israeli universities. A total of 10 universities are located
throughout the country. Their main difference from other educational institutions is their high
research activity. As a rule, universities combine all subjects (humanitarian, technical and
scientific), but there are also institutions whose activities focus on certain subjects (for
example, the Technion and the Weizmann Institute).

Table 3 shows the positions of Israeli universities in the world ratings of TONE, QS, ARWU,
Web and in two ratings of CWTS Leiden Ranking [5] and U.S. News Best Global
Universities [12] in 2019.

Table 3. Positions of Israeli universities in various world rankings in 2019

U.S. News
University THE QS ARWU | Web | cwTS Best Global
Universities
Tel Aviv University 189 230 151 149 77 183
Hebrew University of | 201 154 101 200 187 222
Jerusalem
Bar-llan University 501 601 401 522 506 618
University of Haifa 501 651 601 575 616 715
Technion-Israel 401 247 85 282 218 258
Institute of Technology
Weizmann Institute of - - 101 293 490 99
Science
Ben-Gurion University - 407 401 408 291 553
of the Negev

Source: developed by the authors on 1, 16, 17, 19

Unconditional leaders in TUE rating are the universities of the USA and Great Britain. This
ranking includes 6 universities in Israel. Tel Aviv University occupies the 189th place in the
overall ranking (among 1,400 universities in the world under study) in 2019.
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In 2019, six Israeli universities were included in the QS World University Rankings, four of
which were included in the list of 500 best universities in the world. In 2019 the best indicator
among the data of Israeli universities belonged to Hebrew University of Jerusalem (154th
place). At the same time, in 2018 ranking it was on the 145 place [17].

American universities took the vast majority of places in the top 100 according to Shanghai
ARWU ranking. The United Kingdom is on the second place in terms of the representation of
universities in the top 100, being 1.5-5.5 times behind the leader. In 2019, the Technion-
Israel Institute of Technology has taken the 85th place. The dynamics of rating changes for
2015-2019 can be traced on the example of three universities: Technion-Israel Institute of
Technology, Hebrew University of Jerusalem and Weizmann Institute of Science, shown in
Figure 2.

120

100 —— === Technion-lsrael Institute of
60 mme Hebrews University of
40 Jerusalem
20 Weizmann Institute of

0 Science

2015 2016 2017 2018 2019

Figure 2. Dynamics of changes in the ARWU ranking

of three Israeli universities for 2015-2019
Source: developed by the authors based on Academic Ranking of World Universities 2019 [2]

Over the past three years, the Technion-Israel Institute of Technology is among the top 100
best universities in the world according to ARWU rating and has the highest rating among
Israeli universities in this rating. Hebrew University of Jerusalem takes the second place.

The final version of the Webometrics ranking includes about 4,000 universities in the world.
At the same time, the number of universities analyzed is constantly growing. This rating
includes all Israeli universities. Tel Aviv University takes the 149th place, which is higher
than the ratings of other universities.

Table 4 shows the places of Israeli universities in the CWTS Leiden Ranking, which is a
common, but narrowly targeted rating. It ranks the research activities of leading universities
in the world and offers a complex set of bibliometric indicators on scientific impact,
collaboration, and publicly available publications. The ratings of Israeli universities in CWTS
2019 (for 2014-2017) are presented in Table 4.

The designation P (top 1%) and PP (top 1%) is the number and percentage of university
publications, which, compared to other publications in the same field and in the same year,
belong to 1% of the most frequently cited ones. According to CWTS ranking in 2019, Tel
Aviv University had the most cited publications.

Rating of U.S. News Best Global Universities differs from its competitors given that 75
percent of its criteria are determined on the basis of the bibliographic database Web of
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Science / InCites. Weizmann Institute of Science entered the top 100 universities in the world
in this rating.

Table 4. 1% ranking of Israeli universities in CWTS 2019 (for 2014-2017)

University - P(top 10%) PP(top 1096)

1 Tel Aviv Univ = 8943 747 8.4%
2 Hebrew Univ Jerusalem = 5468 578 10.6%
3 Technion - Israel Inst Technol = 4916 488 9.9%
4 Ben-Gurion Univ Negev = 3983 281 71%
5 Weizmann Inst Sci = 2548 495 19.4%
6 Bar-llan Univ = 2471 176 7.1%
7 Univ Haifa = 1911 103 5.4%

] 2250 4500 6750 9000

Source: CWTS Leiden Ranking [7]

The Jerusalem Post informs that the “major contributor” to Israel’s decline in the rankings in
recent years is poor performance in citations per paper - the key indicator for research impact.
The share of top-scoring research programs in Israel has more than halved in the past five
years from 1.2% in 2016 to 0.5% in 2020 [11].

Though Israel is a global leader in terms of research intensity - topping the world in 2019
when nations were ranked based on the proportion of GDP they spent on research and
development - a disproportionate amount of that R & D spending is concentrated on the
business sector, rather than on Israel’s universities [11].

Only international ratings are not enough to assess the innovative activities of Israeli
educational institutions. National ratings and a system of indicators developed by the
universities themselves are necessary for evaluating innovation.

Having determined the place of Israeli universities in international ratings, the authors tried to
analyze the national ratings. Unfortunately, the authors could not find such information.
Academic Ranking of World Universities has a National / Regional Rank indicator, but no
data source. The Unipage website provides a complete list of Israeli universities, where
universities are ranked internationally and nationally in the first and second columns.
Moreover, the national rating is indicated in ascending order. No data source specified. Sites
of ministries and universities also do not allow evaluating the rating of innovation.

The authors believe that the Council for Higher Education, together with the Ministry of
Science and Technology, the Office of the Chief Scientist, can implement a national ranking
of universities in Israel by means of a development project. The project team can include
representatives of universities, businesses, ministries who will offer the methodology and
quantitative indicators of the rating. The approaches to compiling a national rating should be
as flexible as the surrounding reality is rapidly and variably changing under the influence of
globalization and the intensification of the knowledge economy. Rating requirements should
be constantly refined and improved, taking into account the strengthening of objectivity in
reflecting the strengths and weaknesses of each university, increasing attention to applied
results and research. The correct work of Israeli universities and the focus of all their units on
raising the rating can lead to significant success in science and innovation. For the correct use
of ratings the heads of educational institutions need to consider them only as part of the
overall assessment system or comparative analysis of innovation.
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5. Conclusions

Building a reputation in the international and national educational markets is a competitive
advantage of a university. Ratings are tools for comparing university educational and research
work. A comparative analysis of the methodology of world university rankings and an
analysis of the innovative activities of Israeli universities, based on them, were the objectives
of the research conducted in this article. At this stage of the research, in this paper, the authors
identified the need to develop a national innovation rating of Israeli universities. Scientific
work on the evaluation of innovative activities of Israeli universities based on various ratings
will be continued.
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Rezumat

In acest articol sunt supuse examindrii aspectele teoretice si practice ale evaludrii activitatii
inovationale desfasurate de institutiile de invatamdnt superior in baza ratingurilor. Teren de cercetare a fost
selectat Israelul. Sistemul de invatamdnt superior din Israel include universitati si colegii. Statutul universitdtii
este o problemd de prestigiu, de crestere a finantarii de catre stat a cercetarii si a procesului educational,
precum si posibilitatea acordarii titlurilor de doctorat. Universitatile sunt angajate in lucrari de cercetare-
dezvoltare si identifica comunitatea stiintifica din Israel.

Articolul contine o descriere comparativa a principalelor evaludri mondiale. Accentul principal este pus
pe evaluarile internationale ale institutiilor de invatamant superior. Sistemul de invatamant superior din Israel
este foarte apreciat in lume. Datele privind evaludrile internationale ale sistemului de invatamant superior din
ultimii ani indica o serie de realizari ale universitatilor israeliene. Evaluarea activitatilor inovationale ale
universitatilor israeliene a fost realizatd in baza a sase ratinguri internationale.

Cuvinte-cheie: institutie de invatamdnt superior, activitate inovationald, rating, evaluare

Annomauusn

B oOannoii  cmamve paccmampuseaiomcs meopemuyeckue U HPAKMUHecKue ACHeKmvl  OYEHKU
UHHOBAYUOHHOU O0esIMENbHOCNU BbICUUUX YUEeOHbIX 3a8e0eHUll ¢ NOMOWbIO PeumuHe08 Ha npumepe Hspauns.
Cucmema evicuieco obpazosanus 6 Hspaune exniouaem 6 cebs yHusepcumemvi u Koaneodcu. Cmamyc
VHUBEPCUMema s16/Is1lemcst 6ONPOCOM NPECMUIICA, YBEAULEeHUs. 20CYOaPCMEEHHO20 UHAHCUPOBANUS UCCIEO0B8AHULL
u yuebHO20 npoyecca, A MAaKdxice BO3MOICHOCMBIO NPUCBOEHUs OOKMOPCKUX cmeneHeu. Ynusepcumemaol
S3AHUMATOMCA HAYYHO-UCCAE008AMENbCKUMU PA3PAOOMKAMU U NPEOCMAsIAIOM HayyHoe coobujecmeo Hspauns.

B cmamve npeocmasnena cpasnumensvHas xapakmepucmurka OCHOBHbIX MUupogwix petimuneos. OCcHO8HOl
AKYeHm CMasumcsi Ha MediCOYHAPOOHble PeUmuHU OYeHKU 8blcuiux yueOHbix 3agedenuti. Cucmema 8vicuie2o
obpaszosanusi 6 Hspaune evicoko yenumcs ¢ mupe. JanHvle MedCOYHAPOOHBIX DEUMUH208 CUCHEMbl 8bICULe20
00pa3oeanusi 3a NocieoHue 200bl yKaszvleaem Ha pso docmudicenuti 8308 H3apauns. OyeHka UHHOBAYUOHHOU
desmenvbHOCMU yHUBEpCUmMemos Hapauis nposedena no wecmu mMesicoyHapoOHbLM PEUumuHeaMm.

Kniouesnvie cnosa: svicuiee yuebnoe 3agedenue, UHHOBAYUOHHASL 0eAMeNbHOCb, PEUmuHe, OyenKd
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Abstract

The complexity and heterogeneity of a tourism product have profound implications on the efficiency of
the sector in terms of expanding the coverage and assessment spectrum, as a result of a series of specific
activities: tourism transport, food retail, provision of other basic and complementary services, services, sales of
goods, domestic and international tourism, the results by their nature having both direct and indirect effects. The
diversity of services, the seasonal nature of rural tourism, the typology of tourism forms, price and tariff
categories involve the use of a system of indicators, which can be viewed as a cybernetic system. In this paper,
following rigorous selection and critical analysis of the concepts, we sought to establish an alternative method of
quality assessment in tourism.

The purpose of the research was to propose an indicator for assessing the quality of tourism activity.
For this purpose we performed the following steps: study of the relevant literature; gathering the required
information by conducting complex market research, using a survey of managers of tourist accommodation
establishments as a tool for data collection; obtaining the necessary information by conducting complex market
research using a survey of customers of the same tourist accommodation establishments as a tool for data
collection; using software to centralise data and information (Excel, MatLAB); Delphi study (opinion of
specialists in the field); statistical modelling; calculation of importance coefficients; development of an indicator
to assess the quality of tourist services.

The algorithm for assessing the quality index of the tourism activity which we have proposed is an
original contribution, based on the comparative analysis of survey answers of businesses and customers
respectively in a defined tourist area and on the evaluation of sub-criteria by experts.

Keywords: tourism, algorithm, quality of tourism activity, criterion, assessment of tourism activity, indicators

1. Introduction

Reality has demonstrated that the system of tourism-specific indicators must provide
information on:
— the tourism demand - by measuring the domestic and international tourist
circulation within the national borders;
— the tourism offer or the economic potential in terms of infrastructure and human
resources;
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— the value outcomes of the tourist activity in terms of expenditure, income and
economic efficiency;
— the quality of tourism activity.

As regards their form, the above indicators can be expressed in: natural, natural-
conventional and value units (lei, euro, and dollar) and are determined in the form of:
absolute (global) indicators, average indicators, intensity indicators, structure indicators
and dynamics indicators.

The system of indicators present at the macroeconomic level is also found at the
microeconomic level, yet much more detailed, allowing a highly detailed analysis of the
process of tourism activity and of the factors that influence it.

These indicators can be structured on [2, p. 45]:
1. indicators of tourism demand;
. indicators of tourism offer;
. indicators of the demand-supply relationship;
. tourism expenditure indicators;
. tourism income indicators;
. indicators of the economic efficiency of tourism;
7. indicators of the quality of tourism activity.

o OB N

The indicators of the quality of tourism activity, which are the object of this paper, can be
viewed as a set of specific components that contribute to the complete characterisation of
tourism activity. They express the qualitative side of the offer, as well as the social, cultural-
educational and policy effects of the tourism industry. The difficulties encountered in
measuring the qualitative aspects of tourism also have an impact on determining the specific
indicators. For this reason, the effects of the qualitative side of tourism activity are assessed
indirectly.

The indicators of the offer quality can be assessed based on the increasing/decreasing demand
as a result of improved/deteriorated and diversified/non-diversified tourism services. For this
purpose, the following elements are taken into account: the level of quality of offer and
service diversification; the level of comfort and facilities provided by tourism establishments;
the competitiveness indicators; the indicators for maintaining the ecological balance of the
environment [7, p. 148].

2. Extent of research into the matter

Most studies and research activities in the area of quality assessment of tourism activity
emphasise that the individual experience of the customer with a particular product or service
represents the basis of assessment. Research promoting this idea can be found both in the
European school of thought (more precisely, in the Nordic school), represented by Gronroos,
Gummesson, Lethinen and Olsen and in the American school, represented by Parasuraman,
Zeithaml and Berry. According to experts such as Bergman and Klefsjo, Cosmescu,
Lickorish, Kotler, Zait, the characteristics of tourism activity include: intangibility,
heterogeneity, simultaneity, diversity, variability, seasonality, the impossibility to protect the
trade mark and the non-transfer of ownership title [1, p. 21].
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There are a range of mathematical models and algorithms focused on assessing the quality of
tourism activity which particularly highlight strengths and weaknesses. Some of these models
are applicable, but it is important for tourism industry professionals to know that they are
aware of them and how they can be used to achieve quality and customer satisfaction.

The mathematical algorithm, which we propose in this research, involves the assessment of
the tourism attractiveness index by taking into account the following major components
(criteria):

- natural tourism resources;

- anthropic tourism resources;

- equipment and facilities;

- general infrastructure.

By applying the relevance tree technique (the decision-making process is complex, i.e. it
does not require a single isolated decision, but rather a range of interdependent decisions,
unfolding in a series over several periods of time), these groups of tourism attractiveness
factors can be divided, in turn, into component elements that constitute a lower level of the
tree (subcriteria) [3, p. 239]. The following factors are included and analysed in the structure
of each element part of the tourism offer:

a) Natural tourism resources: landscape; relief: variety of forms and attractiveness of
landscapes; climate: climatic elements favourable to the development of tourism
activities; hydrographic network: watercourses and water bodies; fauna: wildlife
and fishing; flora: forests, specific vegetation; protected areas; therapeutic factors;
environmental quality.

b) Anthropic tourist resources: historical and art monuments; archaeological remains;
churches and monasteries; museums; folk architecture; crafts and artisanship;
traditional customs.

c) Equipment and facilities: accommodation (lodging) facilities; tourism food
services: restaurants, bars, etc. classical or specific (with traditional dishes); leisure
facilities; spa facilities.

d) General infrastructure: access ways: road, railway, air, naval; technical-municipal
networks: water supply, sewerage, natural gas supply, electricity, heating;
ecological waste collection points.

3. Methods and materials applied

The aim of the present research was to propose an indicator for assessing the quality of
tourism activity. For this purpose, the following steps were performed: research of relevant
literature in the field; gathering the required information by conducting complex market
research using a survey of managers of tourist accommodation establishments as a tool for
data collection; obtaining the necessary information by conducting complex market research
using a survey of customers of the same tourist accommodation establishments as a tool for
data collection; using software to centralise data and information (Excel, MatLAB); Delphi
study (opinion of specialists in the field); statistical modelling; calculation of importance

coefficients; development of an indicator to assess the quality of tourism services.
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The approach ranges from the conceptual-methodological dimensions to those based on
probing the experimental field, dominated by information, statistics, analyses and
interpretations supported by concrete situations.

4. Findings and discussions

Stages of the mathematical algorithm for assessing the quality of tourism activity
Tourism activity is among the key phenomena that have emerged in the contemporary era, its
spectacular development being a highlight of the past century. The quality of tourism activity
(tourism products and services) is a microeconomic indicator part of the system of tourism
indicators. According to the current standard, indicators of the quality of the tourism activity
are quantitative expressions and respectively qualitative assessments of the features of
tourism products and services [6, p. 61].

The mathematical algorithm that we aim to put forward presupposes, in the first stage, for any
given case, the existence of 5 criteria (1- extremely important, 2- very important, 3-
important, 4- not very important, 5- not at all important).

Using the Delphi study (opinion of specialists in the field), we called on 10 specialists in the
field of tourism to perform an assessment based on a ranking scale from 1 to 10. The next step
involves calculating the mean rate of answers to three questions addressed to both managers
and customers of the tourism establishments regarding the quality of the tourism activity in a
given area.

1. Please rate the importance of the following aspects in your choice of an establishment
(hotel, bed and breakfast, others) to stay in:

Extremely Very Important Not very Not at all
important important important important
1 2 3 4 5

2. Please rate the importance of the following aspects with regard to the quality of

tourism products and services offered to you:

Extremely Very Important Not very Not at all
important important important important
1 2 3 4 5
3. Please rate the overall quality of services:
Extremely Very Important Not very Not at all
important important important important
1 2 3 4 5

Thus, we begin with the qualitative assessment and then perform the quantitative assessment.
The answers to such questions, usually expressed by the rate of answers for each lower level
sub-criterion, are rendered graphically, both for customers and for businesses in a certain
tourist area. One criterion includes several sub-levels (sub-criteria), for example, for the
criterion (question 2 of the questionnaire) - very important, we have the following:

74



ISSN 2345-1424 http://jrtmed.uccm.md E-ISSN 2345-1483
Table 1. Criteria and subcriteria

ST . Sublevels (subcriteria)
No | (c - customers;
a — businesses/agents) 1 2 3
1. 2. Please rate the Spatial quality | - access facilities;
2. importance of the following - clarity of
aspects with regard to the markings (signals)
3. quality of tourism products - parking facilities
4. and services offered to you: - facilities in the
vicinity of the
accommodation
provider
5. Quality of - diversity of
choice proposals (specific
features of different
types of rooms)
6. - variety of
products and
services
7. Quality itself | - facilities 1. facility
parameter (5 types | standards
8. of standards are 2. usage
considered) standards
9. 3. maintenance
- staff helpfulness standards
10. 4. sanitation
standards
11. 5. safety
standards
12.
13. Quality of - direct (staff-
relationship customer)
14. - indirect
(customer-
customer)

Source: Data processed by the authors

After centralizing the ratings from 1 to 10 submitted by the experts in the field, we calculated
the arithmetic mean for each criterion and sub-criterion (quality sub-levels) in order to
establish an importance coefficient (Cli).

Table 2. Calculating the importance coefficients linked to the subcriteria

General criterion Sublevel (subcriterion) Rating
1. Please rate Spatial - access facilities; 8.2
the quality Cl;;=0,82
2. importance of | Cl; =0.62 | - clarity of markings 8.8
the following (signals)
aspects with Cl,=0.88
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3. regard to the - stopover facilities 8.9
quality of Cl13=0.89
4. tourism - facilities in the vicinity of 9.7
products and the accommodation
services provider;
offered to Cl 14=0.97
5. you: Quality of - diversity of proposals 8.9
Cl1=0.33 choice (specific features of different
Cl,=0.86 | types of rooms)
C|21 = 0,89
6. - variety of products and 9.7
services
Clzz = 0,97
7. Quality Facilities parameter (5 types | 1. facility 9.1
itself of standards are considered) | standards
Cl;=0.72 |Cl3=0,73 Cl=0.91
8. 2. usage 9.5
standards
Cl=0,95
9. 3. 9.2
maintenanc
e standards
Cl1=0,92
10. 4. sanitation 9.6
standards
Cl=0,96
11. 5. safety 9.7
standards
Cl=0,97
12. Staff helpfulness 9.9
C|32 =0.99
13. Quality of direct (staff-customer) 10
relationship | Cl 44,=1,0
14, Cl;=0.87 | -indirect (customer- 8.7
customer)
Cl4, =0,87

Source: Data processed by the authors

Calculation summary

The importance coefficient for the immediately higher sub-criterion is obtained by
multiplying the lower sub-level importance coefficients. The criteria and sub-criteria are
interlinked, therefore a given importance coefficient is the result of the lower level sub-
criteria multiplication.

The experts’ ratings provide an assessment geared towards perfection and also express the
relationship between criteria and sub-criteria, respectively. Moreover, such ratings serve as
strong reference when assessing the relative quality index of the activity (tourism products
and services).
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Cl = Cl1x Clyx Cl3xCly = 0.62%0.86%0.73%0.87 = 0.33
Cli=Cly1xCloxCli3 X C14 = 0.82XO.88X0.89XO.97:0,62
C|2: C|21XC122=0,89X0,97= 0,86

Cl3= Cl31xCl3= 0,73 XO,99 = 0,72

C|4: C|41XCI42= 1X0,87= 0,97

By processing the resulting values in EXCEL, we obtained a graphical modelling of the mean
frequency of answers to the questions in the survey (referring to the qualitative assessment of
tourism services and products by managers and customers).

45
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-5 1 2 3 i 5

—5eriesl

—h5erles)

Average fre guency

Evaluathon
Figure 1. Modelling of results for the general criterion

As a next step, the distribution of points according to an n-degree polynomial function was
modelled. The regression equation has the following general form: Yicac) area =
bx3+cx*+dx+e. The regression equation is the result of modelling the results for the general
criterion “Please rate the importance for you of the following aspects of the quality of tourism
activity (products and services) offered”.

Table 3 contains the polynomial equations obtained by modelling using the MatLAB 7
software with the PS.m function.

Based on the results (the bounded areas under the polynomial curves), the relative quality
index of the activity (tourism products and services) is obtained, which we propose to
calculate using the formula below:

n

m J.Yiczona(x) ~dx
IRCPST, ;. =D |Cl, 2——— | (1)
= J‘Yiazona(x) -dx
1
where:

- IRCPSTna — relative quality index of the activity in the given area/zone;
- Cl — importance coefficient of common criteria for customers (c) and
businesses/agents (a);
- Yiczona — Polynomial equation for customers in the given area/zone;
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- Yiazona — Polynomial equation for businesses in the given area/zone;

- 1.

degree polynomial equation:
- 1 ... m— the criteria considered.

n — integration interval according to rating levels (1 ... 5) for the n

Table 3. Criterion and equation characteristic for customers and businesses

Criterion Equation for the given area/zone is:
No | €= customers; Yic(a-c) zone = DXC+CX*+dx+e, i = criterion.
- U | Customers Businesses
agents;
1 2.c/a Please rate
the importance | yoovp =(2.414*X."3 - Yoavp =(3.1136*x."3 -29.498*x. "2+
of the following | 24.725*x."2+ 67.213*x - | 71.831*x -11.131);
aspects with | 18.288); YoanT =(0.9567*x.13 -14.306*x.A2+
regard to the | yoent =(3.59*x.13 - 51.474*x -20.609);
quality of | 36.508*x."2+ 101.69*X - | Yoage =(-9.2448*x."3+ 88.449*X.2 -
tourism 45.027); 258.56*x+ 238.75);
products  and | yacge =( 3.8021*x.13 -
services offered | 35.787*x."2+ 89.458*x - | Area:
to you. 25.813); Aoavp = 89.7885
AZaNT =84.3735
Cl,=0.33 Area: Aoage =45.1230
A2cVD =83.9010
AchT = 84.3529
A2cBE =84.7916
Source: Data processed by the authors using MatLAB 7 with PS.m function [4, pp. 11-21]

jlYiczona(X) -dx

n

IYiazona(X) -dx

1

(2), is the ratio of the areas for each distinct criterion.

The ratio of areas is equivalent to the ratio of demand (customers) according to questions and
supply (businesses). Ideally, under equilibrium conditions, customer demand should be equal
to the available offer of businesses and, as a result, the quality index should be characterised
by the sum (Ci) value. A lower minus would mean that businesses offer more than customers’
demand.
The proposed calculation methodology considers the assessment of the criteria in relation to:

e (Customers’ evaluation;

e Managers’ evaluation;

e Ratings by specialists.

5. Conclusions
Indicators of the quality of the tourism activity serve to inform decision-makers on the state of

the system at a given moment or on its evolution in time. Based on such indicators, decisions
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can be made to mitigate seasonality by: making the best use of equipment and facilities;
rational use of labour; changing tourist flows in favour of international ones; obtaining a
higher volume of income; superior benefits and profitability based on the same material and
human resources; diversifying the range of services; optimising the offer structure; cost
reduction; increasing labour productivity [5, p. 192].

The results derived from the research allow us to draw some conclusions. Thus, we noticed
that the models developed by most specialists rely on assessing the quality of services based
on individual experience of the customer with regard to a particular service.

According to this perspective, the quality of tourism activities can be assessed by consumers
only after consuming the service or product and according to their perception. As regards
quality measurement, most models do not offer an explanation of how it could be
performed/quantified. Through the proposed indicator, we took into account customers’
opinions about the quality of tourism activities in addition to the opinion on the quality
offered by specialists and providers in the field.

In our case, the quality of tourism activity is derived from the ratio between the quality
demanded by the customer and the quality offered by the supplier. Both the quality demanded
and the quality offered are based on the same quality aspects. One can observe significant
differences between the two categories of subjects (managers and customers), following the
analysis of polynomial equations obtained from modelling the mean frequency. It is obvious
that the quality of tourism activity perceived by customers is lower than that offered by
managers.

From a strategic and operational point of view, managers of tourist accommodation
establishments should act to improve the quality of tourism activity in order to raise the
relative quality indicator, compared to the maximum ideal value. Consequently, there will be
a harmonisation of customers’ quality requirements with the offer of tourist accommodation
establishments.

The proposed algorithm represents an original contribution and leaves room to adding other
criteria and to completing the model, taking into account the complexity of the tourism
system. We believe that this indicator could be included in the quality of life indicators. The
obtained results, namely the calculation relation of this indicator, reflect a particular
situation of quality tourism activity, requested by clients and offered by the tourist
accommodation establishments.
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Rezumat

Complexitatea si eterogenitatea produsului turistic, are implicatii profunde asupra eficientei acestui
sector in ceea ce priveste largirea spectrului de acoperire si evaluare, exprimdnd rezultatul unei serii de
activitati specifice: transportul turistic, alimentatia publicd, furnizarea altor servicii de baza si complementare
servicii, vanzari de bunuri, turism intern si international, rezultatele, prin natura lor, avind atadt efecte directe,
cat si indirecte. Diversitatea serviciilor, caracterul sezonier al turismului rural, tipologia formelor de turism,
categoria preturilor si tarifelor implica utilizarea unui sistem de indicatori, care pot fi tratafi ca un sistem
cibernetic. In aceastd lucrare, dupd o selectie riguroasd si o analizi criticd a conceptelor, ne-am propus sd
stabilim o metoda alternativa de evaluare a calitatii in turism.

Scopul cercetarii a constituit propunerea unui indicator de evaluare a calitatii activitatii turistice.
Printre obiective am realizat: studiul bibliografiei aferente; obtinerea informatiilor necesare prin realizarea
unor cercetari complexe de piata folosind chestionarul aplicat managerilor structurilor de cazare turistica ca
instrument pentru colectarea datelor; obtinerea informatiilor necesare prin realizarea de cercetari complexe de
piata cu ajutorul chestionarului aplicat clientilor acelorasi structuri de cazare turisticd ca instrument pentru
colectarea datelor; aplicarea programelor pentru centralizarea datelor si a informatiilor (Excel, MatLAB),
studiului Delphi (opinia specialistilor in domeniu), modelarii statistice; calculul coeficientilor de importantd;
dezvoltarea unui indicator de evaluare a calitatii serviciilor turistice.

Algoritmul pentru evaluarea indicelui de calitate al activitdtii turistice pe care I-am propus, reprezintd
contributie originala si se bazeazd pe analiza comparativa a raspunsurilor agentilor economici respective a
clientilor dintr-o anumitd zond turisticd si pe evaluarea subcriteriilor de cdtre experti.

Cuvinte-cheie: turism, algoritm, calitatea activitatii turistice, criteriu, evaluarea activitdtii turistice, indicatori

Annomayus
CnoocnHocmos 1 HeOOHOPOOHOCMb MYPUCTIUYECKO20 NPOOYKMA OKA3bIBAIOM 3HAYUMENIbHOE GIUSHUE HA
appexmusnocms  cekmopa ¢ MOUKU 3PEHUS. PACWUPEHUS. CHeKmpd O0X8amd U OYeHKU KOMOUHayuu
cneyuguueckux U008  OeSIMENIbHOCMU.  MYPUCIUYECKUN  MPAHCHOpm,  0bujecmeeHHoe  numanue,
npedocmagienue Opy2uxX OCHOBHBIX U  OONOJHUMENbHbIX YCIYe, NPOOANCa MO8APO8, GHYMPEHHUl U
MENCOYHAPOOHBLIL MYPU3M, C Pe3VIbMAMAMU NPIMO20 U KOC8eHH020 énuanus. Pasnoobpasue ycnye, ce3ommblil
Xapakmep CenbCKo20 Mypuzmda, munoio2usi Gopm mypusma, yeHosvie U mapugubvie Kamezopuu npeonoiaeaom
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UCNONb308AHUE CUCMEMbl NOKA3ameiell, KOMOpPYl0 MONCHO PACCMAmMpueams Kaxk KubepHemuueckyio. B smoii
cmamve, nocie MuamenbHo20 omoopa u KpUMUYecKo20 aHAIu3a KOHYenyul, asémopbl NONbIMAIUCh CO30anb
AbMEPHAMUBHBI MEMOO OYEHKU KAYeCMEa MypUucmuieckol 0esimeabHOCmu.

Lenvio uccnedoganus Ccocmosino 6 RNPeOlodCeHUU A8MOpamMy  NOKA3amenss OYEeHKU Kauyecmed
MYPUCMUYECKOU  OesimenbHOCmu. B smom Konmexcme Obliu  GbINOIHEHbl Cledyiowue 3a0adu: U3y deHue
coomseemcmeyouell aumepamypul;, coop HeobX00UMOU uHpoOpMayuu nymem HpPoBedeHuUs KOMNIEKCHO20
UCCIe008aHUsL PLIHKA C UCHONB306AHUEM ORPOCA PYKOBOOUMENel VUPeICOeHUll pasmewenus Mmypucmos 6
Kauecmee UHCMPYMeHma cOOpa OAHHLIX, RNOJIYYeHUue HeoOX00UMOU UHGoOpMayuu nymem npoeedeHus.
KOMNJIEKCHO20 UCCTIe008AHUSL PLIHKA € UCHOIb30BAHUEM ONPOCA KIUEHMOS8 MeX Jice MYPUCMUUECKUX 00beKkmos
pasmewenus 8 Kaiecmee UHCMpPYMeHma Ois coopa OaHHbIX; UCNOTb30OBAHUE NPOSPAMMHO20 Obecneyenus O
yenmpanusayuu OauHelx u ungopmayuu (Excel, MatLAB), uccnedosanus Delphi (mHenus cneyuanucmos 6
OaHHOU obracmu), cmamucmuiecko2o0 MoOeIuposanus,; pacuem KoIQP@OUYUEHMO8 ZHAYUMOCU, pa3pabomKa
noKazamenst OYEeHKU Kauecmeda mypucmuyeckux yciye.

Ipeonosicennviil aneopumm OYeHKU NOKA3AMeNsi Kauecmed mypucmuiyeckou O0estmenbHocmuy cuumaem
OPUSUHATLHBIM  BKIAOOM, OCHOBAHHBIM HA CPAGHUMENIbHOM AHAAU3e OMBEno8 HA ONpOCbl NPeonpusimuil U
KIUEHMO8 6 ONPedeNeHHOU MYPUCTUYECKOT 30He U HA OYeHKe NOOKPUMEPUes IKCREPMAMU.

Knroueswie cnosa: mypusm, anzcopumm, Kauecmeo mypucmuieckoi 0eamenbHoCmu, Kpumeputi, OyeHKd
MYPUCMUYECKOU OesIMeNbHOCU, NOKA3Amenu
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Abstract

Industry 4.0 is a political, economic and social challenge for the whole world, whose goal is to absorb
digital innovations in products, processes and business models. Many developed countries in Europe, America
and Asia have included the Industry 4.0 concept in their strategic development programs for the coming decades.
Business leaders and global manufacturers accept digital challenges and opportunities as a conceptual leap of
new realities generated by technical and scientific progress. At the same time, the criteria for evaluating the
performance of transformations in Industry 4.0 are still not enough studied, and the structured and systemic
implementation of these technologies in national economies of many countries is not fully finalized. Thus, in this
study, the authors examine how European economies have joined the Industry 4.0 Strategy and implement in
practice its tools, recording performance in various fields of activity. The second part of the research analyzes
the degree of readiness of the Republic of Moldova to accept and address the challenges of the digital age in
industry and agriculture in the context of sustainable development. Statistical reports and international and
national policy documents on the recognition and acceptance of the notions of Industry 4.0 and the digital
economy served as a basis for research to define a new stage of society’s development.

Keywords: Industry 4.0, informational technologies, artificial intelligence, digital economy

1. Introduction

In the last thirty years, humanity has gone through many world crises. None of them has
changed our existence so deeply. The transportation and manufacture chains are being
destroyed as a result of the coronavirus pandemic, which is constraining states to reclaim
borders and restructure important public institutions, and universities are moving towards
distance learning. Everything that happens in the modern world is not a step in the abyss, but
a path to a new reality, based on the revolution in IT and the achievements of Industry 4.0.

Thousands of companies are moving their employees to on-line jobs. The outside office
working has become a reality for millions of workers around the world. This forced global
experiment will inevitably lead to a radical reform of the labor market and, consequently, to
the emergence of new social challenges.
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Industry 4.0 is a political, economic and social challenge for the whole world, which aims to
absorb digital innovations in products, processes and business models. Many developed
countries in Europe, America and Asia have included the concept of Industry 4.0 in their
strategic development programs for the coming decades: “Program 4.0”, implemented in
German industry; in France and Italy — “Factory of the Future”; “Society 5.0”- t0 solve
production and social problems in Japan; in the UK — “Catapulz”; in the United States —
“Smart Manufacturing”, in China —Made in China — 2025 ”; Russia has also set ambitious
tasks in the field of information technology. Companies in Europe, the United States and Asia
have already entered the race to adopt and use elements of Industry 4.0 in their work, seeing
the digital economy as basis for future prosperity [6].

Starting from the ancient world, the economy climbs several stages of development, and
today it reaches the fourth stage, which we can call digital, for the simple reason that it is
based on information processing and information technologies. Namely, they become suitable
for use in traditional spheres, which, as a result, acquire new qualities and advantages.

The development of internet technologies, communication channels and digital platforms has
driven the emergence of public information systems and global industrial networks beyond
the particular boundaries of enterprises. By interacting, these systems and networks have a
transformational impact on all sectors of modern economy, leading to a new era of industrial
automation, the fourth industrial revolution.

2. Degree of investigation of the problem currently, and purpose of research

Like any other modern concept, the digital economy does not have a generally accepted
definition. There is a whole range of definitions. Initially, the new term “digital economy”,
designed to characterize trends in the global economy, was proposed in 1995 by Canadian
Donald TAPSCOTT, a specialist in business and consulting [14, p. 8]. In his works,
TAPSCOTT describes how people can and should change their lifestyle under the influence
of information and communication technologies, but also emphasizes the relationships
between users, in particular, the possibilities of networking for people from different
geographical areas and spheres of activity, etc. Namely, the avalanche growth of information
relations reinforces the new economy or Industry 4.0.

The term Industry 4.0 was introduced in 2011, as part of the German initiative, and is based
on a digital revolution. World-renowned economist Klaus SCHWAB, Founder and Executive
Chairman of the World Economic Forum, explains: “We have the opportunity to shape the
fourth industrial revolution, which will fundamentally change the way we live and work™ [10,
p. 5]. Its main features are “ubiquitous”: the Internet, miniature production devices (which are
becoming cheaper), artificial intelligence and digital technologies based on hardware and
software, as well as electronic networks that are no longer innovations, but every year, go
beyond the third industrial revolution becoming more sophisticated and integrated, leading to
the transformation of society and global economy.

Professors Eric BRINJOLFSSON and Andrew MCAFEE from the Massachusetts Institute of
Technology called this period “the second century of the machine”, claiming that “the world
is on the brink of an epidemic-like explosion, in which the effects of digital technologies will
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manifest themselves “throughout their beauty” in automating and creating “unprecedented
things™ [2, p. 33].

Some experts believe that the “digital economy” is a separate, specific field of activity that
can exist on its own, can process data - this “digital” information - and brings profit, being
self-sufficient. The American specialist Nicolas NEGROPONTE (1995) [7, p. 17] suggested
that this is an economy that is moving from processing atoms to processing bits, i.e. from the
material world to the virtual world.

Most experts share this interpretation of the notion of digital economy. This is valuable
because we do not deviate from the specific tasks of humanity, but we see this as a possibility
to meet the needs of people.

The cornerstones of Industry 4.0 are: cybernetics, studied by Nobert WIENER (1948) -
conceived and formulated as the universal science of administration; cryptography, because
the digital economy pays special attention to the issues of information security and
truthfulness, which can only be achieved by using cryptography methods and quantum
computing.

One of the “pillars” underlying the digital economy is artificial intelligence. Artificial
intelligence (Al) technologies include developments such as mechanical training, image and
speech recognition. Al is used in information and communication technologies, media
industry, retail, health, etc. According to the McKinsey & Company portal, the largest
technology companies invest between 20 and 30 billion dollars annually in Al, and the
startups - between 6 and 9 billion dollars. At present, Al is best implemented in three areas:
telecommunications, machine-building industry and financial services.

IBM experts consider that the basis of Industry 4.0 is the Big Data. Big data is a term applied
to data sets the size or type of which exceeds the capacity of traditional relational databases to
capture, manage and process low latency data. Big data has one or more of the following
characteristics: huge volume, high speed, or great variety. Artificial intelligence (Al) and
Internet of Things (loT) lead to the complexity of data through new forms and data sources.
For example, big data comes from sensors, devices, video/audio, networks, files, transactional
applications, web and social media - most of the data is generated in real-time and on a very
large scale. Big data analysis allows analysts, researchers and business users to make better
and faster decisions using data that was previously inaccessible or unusable. Businesses can
use advanced analytical techniques such as text analysis, machine learning, predictive
analytics, data extraction, statistics, and natural language processing to retrieve new
information from previously untapped data sources independently or in combination with
existing enterprise data.

We cannot ignore the lock technology (blockchain), on the basis of which modern crypto-
currencies are built. Blockchain technology is a computer protocol configured in the 1990s.
However, its widespread use and success are associated with the spread of cryptocurrencies,
the most famous of which is bitcoin.

Thanks to the combination of the increasing computing and analysis power of information
system data, the strengthening of connectivity in Europe and the constant evolution of
artificial intelligence systems, the potential for using multi-purpose distributed ledger
technology is growing exponentially. At the same time, blockchain technology is a code, i.e. a
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communication protocol, and a public register in which they are “annotated” with a high
degree of transparency and without the possibility of modifying all transactions made between
network participants, according to a sequential order. This registration order consists of a set
of concatenated “blocks” (parts of the code), using a cryptographic function that tracks each
part of the block forming a chain that cannot be modified. These “concatenated blocks” are
recorded simultaneously on each of the devices through which the participants of the
blockchain connect. Each participant is a chain “link” that contributes to the validation and
archiving of the data exchanged.

We will emphasize that blockchain technology is relevant, especially for countries and
branches, where the level of trust in banks, governments, contractors, etc. is low, also the
technology is attractive thanks to its transparency and degree of protection. Examples include
crowding, electronic elections, and new types of intellectual property protection and user
identification, smart contracts, which require instant and secure data exchange. There is a step
along this path - nano-technologies that work at the level of atoms and molecules and can do

real miracles and all sorts of smart technologies: “smart home”, “smart neighborhood” and
even “smart city”. All this is part of the notion of digital economy.

The purpose of this research is to define the concept of Industry 4.0, to study the impact of IT
products on the sustainable development of world economies, how to approach this concept in
the legislation of the Republic of Moldova, and the ability to assimilate and implement IT
technologies in the development and growth strategy of the country.

3. Methods and materials applied

To achieve the objectives of the study the following research methods were used:
documentation, comparative analysis, synthesis. The selected research methods made it
possible to study and compare national and international legislation and strategies in the field
of digitalization of the economy. The studied literature allowed the definition of the concept
of Industry 4.0; the situational analysis carried out highlighted the technological potential and
the problems faced by the economy of the Republic of Moldova in this field.

To quantify the potential global impact of Industry 4.0, we analyzed the reports of The Boston
Consulting Group (Report: Industry 4.0: The Future of Productivity and Growth in
Manufacturing Industries [15]), the opinions and reports of the European Commission in the
IT field, international Statistical portals [8]. To analyze the perspectives of economic growth
based on IT and the real situation in Moldovan economy we considered the International Data
Corporation Report for Moldova 2019 [9], data of the National Bureau of Statistics, National
Strategy ,,Digital Moldova 2020 [12], Reports of enterprises on investments in information
technologies. The research is based on statistical and scientific data analysis approach.

4. Results obtained and discussions

According to the Industry 4.0 BCG Report [15] and the Global Digital Operations Study 2018
[4] the prospects for economic growth in the European Union will be determined by the
implementation of Industry 4.0 technologies in seven main areas of activity.
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1. Productivity. In the next five years, Industry 4.0 will be embraced by several

multinational companies, which will lead to increased productivity in all production
sectors. For example, in Germany, productivity gains from conversion costs, which
exclude the cost of materials, will range from 15% to 25%. Taking into account
material costs, productivity growth is from 5 to 8 percent. These improvements will
vary by industry. Manufacturers of industrial components will achieve some of the
largest increases in productivity (from 20 to 30%), and car manufacturers can
expect an increase of 10-20% (see Figure 1).

Gross production Productivity Productivity total
Industry share in Germany (%) conversion costs (%) manufacturing costs (%)
Automotive 22 10-20 6-9
Food and |
beverage ‘ 10 20-30 5-10
Mechanical
engineering — —
Components J 6 20-30 4-7
Machinery ] 6 20-30 10-1S
wWind!® 1 25-35 9-12
Other S5 10-15 —‘ ‘4—7
0 10 20 30 40 S0 60 0 10 20 30 40 0 10 20 30 40
Total gross production: Additional productivity on Total additional productivity
€2 trillion conversion costs: 15%—25%* gains: 5%-8% or €90-€150 billion*

[T] Additional productivity gains

[] Range

Sources: Federal Statistical Office of Germany; expert interviews; BCG analysis.

Note: Conversion cost = manufacturing cost excluding material.

*Construction of wind parks is included in mechanical engineering (including technical components, tower, and nacelle).
*Additional net effect for manufacturing industries, including investments, supplementary to conventional productivity increases.

Figure 1. Increase in industrial productivity in Germany as a result of the

Source: BCG Report [15]

2. Increasing income.

Industry 4.0 will

implementation of Industry 4.0

also

to higher revenues.

Manufacturers’demand for improved equipment and new data applications, as well
as consumer demand for a wider range of increasingly customized products, will
lead to further revenue growth of around € 30 billion a year or about 1% of
Germany’s GDP.

. Employment. An analysis of the impact of Industry 4.0 on German production,
found that the growth it stimulates would increase employment by 6% over the next
ten years (see Figure 2). Demand for employees in the mechanical sector could
increase even more - by up to 10% over the same period. However, different skills
will be required. In the short term, the trend towards greater automation determines
the dismissal of low-skilled workers, who perform simple, repetitive tasks. At the
same time, the increasing use of software, connectivity and analytics is increasing
the demand for employees with skills in software development and IT technologies,
such as mechatronics experts with software skills. This transformation of skills is

one of the key challenges.
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4. Investment. Adapting production processes to incorporate Industry 4.0 will require
German manufacturers to invest between one and 1.5 percent of producer revenues
over the next ten years. The estimated benefits in Germany illustrate the potential
impact of Industry 4.0 on global production. Industry 4.0 will have a direct effect
on manufacturers and their workforce, as well as on companies that supply
production systems.

Absolute development of employees Relative development
Thousands of employees
6,500 6% v 2015-2025
230 6,450 Industry CAGR (%)
Mechanical 0.9
6,400 engineering :
Food and
beverage Ol
6,300
Automotive 0.2
50 o
6,200 - Other 0.6
95
6,100
6,060
0t / /
Employees ‘ Food and | Other ‘
201 . beverage :
2 Mechanical vorag Automotive Employees
engineering 2025

Figure 2. Increase in production employment in Germany as a result of the

implementation of Industry 4.0
Source: BCG Report [15]

5. Producers. The next wave of production affects the entire value chain of
manufacturers, from design to after-sales service. Throughout the value chain,
production processes are optimized through integrated IT systems. As a result, fully
automated integrated production lines are replacing today’s production cells.

Industry 4.0 enables a faster response to customer needs than is possible today, improving
flexibility, speed, productivity and quality of the production process. It lays the groundwork
for the adoption of new business models, production processes and other innovations. This
will provide a new level of mass customization, as more manufacturers, investing in industry,
also invest in Industry 4.0 technologies to improve and customize their offerings.

Industries and countries will embrace Industry 4.0 at different rates and in different ways.
Industries with a high level of product variants, such as the automotive, food and beverage
industries, will benefit from a higher degree of flexibility that can generate productivity gains,
for example, and industries that require high quality, such as semiconductors and
pharmaceuticals, will benefit from improvements based on data analysis, which reduce error
rates.

Highly skilled countries will be able to capitalize on a higher degree of automation, combined
with an increase in higher labour demand. However, many emerging markets with a young
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and technologically intelligent workforce could also create completely new production
concepts.

In general, enterprise software is aimed at improving productivity and efficiency, meeting the
needs of one or more core processes through single software architecture. Human resources,
accounting and sales are frequently targeted functions of such programs. The enterprise
software marketplace includes smart applications for enterprise resource planning, customer
relationship management, supply chain management, and project and financial portfolio
management.

International statistics and forecasts show that enterprises’ overall spending on IT and
software technologies has increased several times from 2009 to 2019. In 2018, software
spending reached $ 391 billion. In the same year, spending on the global information
technology market increased to 3.683 billion US dollars, while IT services, the second largest
segment in the field of communications services - to 1003 billion US dollars [8].

According to an analysis carried out by the Statista portal, in 2020, it is estimated that IT
expenses for enterprise software will amount to approximately 503 billion US dollars
worldwide. The software market registered a high growth in recent years, with revenues
doubling in the decade between 2009 and 2019. Recent forecasts suggest that this rapid
expansion trend will continue in the coming years, with market revenues reaching 556 billion
by 2021 (see Figure 3).
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Figure 3. Evolution of global spending on IT and Software (2009-2021)
Source: https://www.statista.com/statistics/203428/total-enterprise-software-revenue-forecast/
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With year-on-year growth, often exceeding 10%, the enterprise software market is the fastest
growing segment in the IT industry. Enterprise software is aimed at meeting the needs of
organizations, addressing in particular the efficiency of their core business processes. In
recent years, many enterprise software sub-segments, such as business process management
software, enterprise resource planning software, and customer relationship management
software, have developed in massive markets.

According to the consulting firm Strategy & Global, German companies invest 40 billion
euros annually in industrial internet infrastructure. This is a significant part of European
investment in the fourth industrial revolution, which is expected to reach 140 billion euros per
year. Out of 278 companies surveyed in Germany, 131 reported that they were already
“involved in Industry 4.0” [13].

According to the statistical portal OECD Stats (Organization for Economic Co-operation and
Development), in 2017, 87.32% of German companies had websites and used IT resources in
business, in France this index was 66.53%, in the US and Great Britain - 83.63%, and in
Finland - 96.28% [8].

Analysing the situation regarding the implementation of IT in the economy of the Republic of
Moldova, international experts found that given its level of development, our country has an
extensive information technology infrastructure. The International Telecommunication Union
(ITU) examined the indicators of access and use of IT in 2012, and attested that the situation
in our country is better compared to the average in the CIS countries and is close to that of the
Central and Eastern European countries, however, IT is not a defining element in the
organization of domestic business. The findings made by ITU are presented in the Innovation
Strategy of the Republic of Moldova for the period 2013-2020 “Innovations for
competitiveness”, approved by Government Decision no. 952 of November 27, 2013 [11].

To analyse IT knowledge and its application in entrepreneurial practice, Global Innovation
Index (IGI), allowing international comparison of innovation results, as well as Innovation
Union Scoreboard are applied [3].

According to the findings of the Innovation Strategy of the Republic of Moldova, “the
positions of the Republic of Moldova are insignificant in terms of online presence”. The
number of higher-level generic web domains per 1000 people in the Republic of Moldova is
only 2.0 units, compared to 2.9 units/1000 people in the CIS and 22.3/1000 people in Central
and Eastern Europe. It speaks about a low presence of Moldovan companies and
organizations on the Internet, which is an essential barrier to the promotion of national
products (see Figure 4).

According to the same document, rapid expansion of ICT use is taking place in the Republic
of Moldova. Increasing the level of digitization by 10 percentage points contributes to
increasing the country’s score in the Global Innovation Index by 6 percentage points.
Between 2005 and 2012, the number of Internet users increased from 16.2 users per 100
inhabitants to 50.5 users. Sixty seven percent of companies submit electronic tax returns via
Internet. Broadband Internet penetration reached 14% in 2012.

The use of IT and Internet is of crucial importance for the innovation process. First, they
ensure cheap and efficient dissemination of information about existing innovations and allow
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companies to copy, adapt and improve these innovations. Second, Internet has a huge impact
on educating consumers, who become more informed, and even become creators of
innovation.

YouTube video uploads / population 15-69 years
Use of ICT in setting up organizational models

Using ICT in setting up business models

Imports of computer and IT services,% of imports of
services
Exports of computer and IT services,% of total exports of
services

E-participation

Online government services
Use of ICT

Access to ICT

Score "Information technologies and communications”

i

Overall score "Infrastructure”
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Figure 4. Comparative analysis of the Global Innovation Index components: Republic of

Moldova, CIS, Central and Eastern Europe
Source: adopted from the data presented in the Innovation Strategy of the Republic of Moldova for the period
2013-2020 “Innovations for competitiveness”, GD no. 952 of November 27, 2013, IGI 2012" [11].

Another document on computerization and digitization of our country was the National
Strategy for building the information society — “Electronic Moldova”, GD No. 255 of
09.03.2005. (Repealed in 2013). In 2005, the Government of the Republic of Moldova
considered as priority directions of the Information Society Building Strategy increasing the
competitiveness of companies and creating new jobs, using the opportunities offered by new
information and communication technologies in the development of e-commerce,
modernization of business, finance and human resources management, promotion of new
products and services.

Instead of the repealed Strategy, the National Strategy for the Development of the Information
Society “Digital Moldova 20207, GD no. 857 of 31.10.13 [12], presents, starting with 2013,
the situation regarding the number of Internet users, the degree of households endowment
with computers, broadband Internet access, mobile phone penetration, etc. Although our
country is ranked 7th in the world in terms of Internet speed, and ICTs have reached the level

! Note: I1GI 2012 scores are the result of normalizing some indicators on the scale from 0 to 100, higher values
indicating better results or higher inputs.
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of 10% of GDP - all these are characteristic elements of the third industrial revolution and not
the Industrial Revolution 4.0., which requires the use of robots, artificial intelligence, cloud
computing, blockchain in industrial production.

Analysis of the degree of use of robots in the industry of the Republic of Moldova shows a
very low level. Robots require huge investments, as well as knowledge for their handling and
maintenance, which the country is lacking. Even world’s major industrial manufacturers,
which have invaded the country’s economy in recent years, such as automotive companies,
manufacturers of wiring, car parts and accessories, use human labour that is currently cheaper
than robotic. At the same time, automation of production processes will reduce the number of
jobs and cause withdrawal of these companies from the country, which will happen very soon.

According to “Digital Moldova 2020 Strategy, building the country’s future is inconceivable
without a digital strategy that would create ICT-based information and communication
opportunities. In addition, entrepreneurs and government institutions need to maximize the
use of government data in favour of services for citizens.

The data of the National Bureau of Statistics say that the expenditures of legal entities for ICT
were insignificant in 2018, being related to GDP.
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0
2014 2015 2016 2017 2018
B Total expenses B Purchase of computer equipment
Procurement of software products m Designs and elaborations of computer systems

B Other expenses
Figure 5. Expenses of legal entities on information technologies, by cost categories in

2014-2018, thousand lei
Source: developed by the authors based on NBS data http://www.statistica.md/category.php?l=ro&idc=139& [1]

The dynamics of these expenses is positive for the entire analysed period (from 1,305
thousand lei in 2014 to 1784 thousand lei in 2018) (see Figure 5). The largest share in total
expenses belongs to expenses for the purchase of computer equipment (40% of total expenses
in 2014 and 33% in 2018) and the smallest share was spent on the design and development of
information systems (respectively 6% in 2014 and 8% in 2018).
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By areas of economic activity, these expenditures are shown in Figure 6. The largest share of
investments in ICT belongs to information and telecommunications activities (25% of total
expenditures for information technologies in 2014 and 26% - in 2018) and to financial
activities and insurance (16% of the total in 2014 and 23% - in 2018). The share of
investments in ICT in the manufacturing industry reached 3.8% in 2014 and 6% in 2018 and
in agriculture - 0.24% in 2014 and 0.27% in 2018.

According to statistical data, investments, costs and expenses for computerization of
enterprises in 2018 amounted to a total of 1,549,706.6 thousand lei, which represents 1.14%
of GDP (in current prices, 135,396,791 thousand lei).

The largest share of funds allocated for computerization in 2018 went to own funds in the
amount of 77.8% of the total and allocations from grants and donations - 3.8%.
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Figure 6. Expenditures of legal entities on information technologies by economic

activities in 2014-2018, thousand lei
Source: National Bureau of Statistics, http://www.statistica.md/category.php?l=ro&idc=139& [1]

Investments in computerization, although growing year by year, are mainly costs and
expenses for communication services and for purchase of computers, very few companies
invest in digital technologies, software, automation and robotics of activities.

Unlike technologically advanced countries, in the Republic of Moldova there is no discussion
about the Industrial Revolution 4.0. (there are only a few articles in the popular and press
literature, as well as publications at specialized conferences). Industry 4.0 is very actively
promoted by multinational companies located in Moldova (Microsoft, FBS group, Endava,
Star Lab) and international audit companies (PwC Moldova, KPMG, Baker Tilly Klitou and
Partners, etc.).
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In Romania, Industry 4.0 is promoted by such companies as SIMENS, BOSH, FESTO, and
Vodafone. However, neither in Moldova nor in Romania there is an interest from domestic
companies for Industry 4.0.

Several Romanian researchers have already been warned about the huge impact of Industry
4.0 on the competitiveness of producers and products in the European market and the need for
Romania to participate actively in this qualitative leap of European industry.

The main expectations from the implementation of Industry 4.0 innovations are the
optimization of production processes and resource consumption by connecting equipment to
the network, using artificial intelligence in production systems at supply, production and sales
levels, also the use of “app-store” and “cloud” applications as new concepts in management.
All this will generate an increase in productivity, a reduction in the duration of the
technological process, a reduction in waste, customer satisfaction, an increase in quality and a
reduction in the cost of manufactured products.

Next, we aim to perform the SWOT analysis regarding the implementation of Industry 4.0
tools in domestic production systems.

SWOT analysis regarding the implementation of Industry 4.0 tools in the national

economy
Strengths (S) Weaknesses (W)
= existence of a skilled workforce in the IT | = lack of an efficient IT sector, with
field; competences in the essential fields for
= existence of communication networks; Industry 4.0;
= high-performance internet infrastructure; = Jack of a coherent government program in
= implementation of institutional projects: the field of Industry 4.0;
biometric passport, e-Declarations system, | = lack of research (with some exceptions) in
digital map, “e-government”, etc.; the field of Industry 4.0;
* master’s programs in robotics, TUM; = lack of research in the field of processing
= presence of courses in robotics and IT technologies in the literature;
clubs for young people; » Jack of financial resources and
= attractiveness of the economy for foreign investments in IT;
investments; = Jack of interest from the banking sector in
= a supplier industry for the automotive financing the activities specific to
industry (this sector being one of the most Industry 4.0;
attractive for Industry 4.0); = Jack of specialists in organizing the
= collaboration relations with the German production;
industry, promoter of Industry 4.0. = lack of workforce qualifications in
interdisciplinary fields;
= Jack of interdisciplinary specializations
(computers-sensor-mechanical
technologies-materials-production
organization);
= poor quality of students in some areas
essential for Industry 4.0: machine
building, mechanics, materials science,
production organization, etc.
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Opportunities (O) Threats (T)

= development of digital skills, retraining of | = security of personal data and information;
the workforce; increasing the risk of cyber-attacks;

= increasing productivity and job cuts as a result of automation and
competitiveness of national products; robotization of production processes;

= increasing investments in human capital | = lack of qualified staff for the IT field.
development;

= increasing investments in Industry 4.0
technologies;

= adapting to global and European trends in
the digitalization of manufacturing.

5. Conclusions

The economy of the Republic of Moldova is not ready to face the challenges of the fourth
industrial revolution, which began almost 10 years ago. There are many organizational,
conceptual, financial and operational problems that, in our view, need to be addressed in the
near future, namely:

1. Defining an Agenda for Industry 4.0 in the Republic of Moldova.

2. Inclusion of Industry 4.0 in the National Development Strategy of the Republic of
Moldova.

3. Introduction of Industry 4.0 in the National Program of Research, Development and
Innovation.

4. Promotion of Industry 4.0 concept in the academic environment.

5. Introduction in the curricula of colleges and universities of interdisciplinary courses
addressing Industry 4.0.

6. Promoting and financing of studies in specializations: Machine building
technology, Machine tools and production systems, Industrial engineering,
Mechatronics, Robotics, Instrumentation and data acquisition, Telecommunication
networks and software, Computers, Information technology, etc.

7. Motivating the involvement of Moldovan companies in Industry 4.0 Agenda.

8. Involvement of banking institutions in financing the initiatives of enterprises
involved in Industry 4.0 program.

9. Accession and active participation in European platforms and agencies whose field
of interest is Industry 4.0.

Industry 4.0 provides tremendous opportunities for innovative manufacturers, system vendors
and entire regions. However, as in previous developments, Industry 4.0 is also a serious
threat to those in difficulty. With the change in business models, economic and qualification
requirements, we could see major changes in leadership positions, both at the company level
and at the regional and international levels.
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Rezumat

Industria 4.0 reprezinta o provocare politica, economica si sociald pentru intreaga lume, al carei
obiectiv este de a absorbi inovatiile digitale in produse, procese si modele de afaceri. Multe tari dezvoltate din
Europa, America si Asia au inclus conceptul Industry 4.0 in programele lor de dezvoltare strategica pentru
urmatoarele decenii. Liderii in afaceri si producdtorii mondiali accepta provocarile si oportunitdtile digitale ca
un salt conceptual al noilor realitifi generate de progresul tehnico-stiintific. In acelasi timp, criteriile de
evaluarea a performantei transformarilor in Industria 4.0 sunt inca putin studiate, iar implementarea structuratd
si sistemicd a acestor tehnologii in economiile nationale pentru multe tari nu este deplin definitivata. Astfel, in
acest studiu, autorii examineaza modul in care economiile europene au aderat Strategiei Industriei 4.0 si
implementeaza in practica instrumentele ei, inregistrand performante in diverse domenii de activitate. A doua
parte a cercetarii analizeaza gradul de pregatire a Republicii Moldova pentru a accepta si aborda provocarile
epocii digitale in industrie si agricultura in contextul dezvoltarii durabile. Drept baza de cercetare au servit
rapoartele statistice si documentele de politici internationale §i nationale privind recunoasterea si acceptul
notiunilor de Industrie 4.0 si economie digitald pentru definirea unei trepte noi de dezvoltare a societdtii.

Cuvinte-cheie: Industrie 4.0, economie digitald, inteligenta artificiald, tehnologii informationale si
comunicationale
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Annomauusn

«Hnoycmpus 4.0» - 2mo noaumuyeckas, IKOHOMUYECKAs: U COYUANbHAS NPoOaeMa 05l BCe2o MUpa, Yeib
KOMOPOUL - 0C80UMb Yu@ppossie UHHOBAYUU 6 NPOOYKMAX, npoyeccax u oOuznec-wooensix. Mnozue paseumeie
cmpanvl  Egponsi, Amepuxu u Aszuu exmouunu kouwyenyuio «HMuoycmpusa 4.0» 6 ceou npocpammol
cmpamezuuecko2o paseumus Ha Onudicavuwiue Odecamunemus. Jludepvl Ousneca u Mupogvie HPOU3BOOUMENU
NPUHUMAIOM YUPDPOBbLIE BbI306bI U BO3MONCHOCU KAK KOHYENMYANbHbIll CKAYOK HOBbIX Peanull, NOPOICOeHHbIX
MEXHUYEeCKUM U HAYYHBIM npozpeccom. B mo dce epems kpumepuu oyenku s¢ghgpexmusnocmu npeobpazosanuii 6
«Hnoycmpuu 4.0» 6ce ewje Mano uzyyenvl, a CmMpyKmypupo8anHoe u cucmemHoe eHeopeHue Smux mexHoao2uil 6
HAYUOHANbHBIE IKOHOMUKU 80 MHO2UX CMPAHAX euje He NoAHOcmblo 3asepuieno. Taxum obpazom, 6 2mom
UCCne008aHul aemMopbl U3YUAIOm, KaK esponelickue SKOHOMUKU npucoeoununuce x Cmpameauu «Hnoycmpus
4.0», u peanusyiom Ha npakmuxke ee UHCIMPYMEHMbl, QUKCUPYS pe3yTbmamsl 6 pa3luuHblX cgepax
Odesamenvnocmu. Bo emopoii wacmu ucciedosanus ananuzupyemcs cmenens 2omogrnocmu Pecnyonuxu Mondosa
NPUHUMAamMy U pewams npooiemvl Yuppoeozo 6exa 6 NPOMBIUIEHHOCIU U CENbCKOM XO3AUCmEe 8 KOHMEKCme
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Abstract

Sustainable development and the quality of life of citizens from all countries are strongly connected with
the quality of education carried out in each country, thus, national educational systems having vital importance
in the context of major economical, technological and globalization challenges faced in the 21* century. In post-
December Romania, due to decreasing birth rate and increasing number of emigrated families, the number of
students from pre-university level has registered a dramatic drop. Lack or inefficiency of demographical policies
for birth rate stimulation, wonder of foreign countries, inconsistency of economic measures to support small and
medium-sized companies, sometimes even erroneous politics in the area of school organization (peaking with the
dissolution of professional education at the beginning of the decade), together with a series of other causes have
contributed to the alarming decrease in the number of students, more accurately by over 1 million from 1995 to
2018.

If the trend continues likewise, unless there are shortly implemented policies meant to mend the decline,
by 2030 there will be less than two million students, by 2040 under one and a half million and by 2050 there will
be even less that the symbolic number of one million students in Romanian pre-university education. These are
discouraging perspectives if we look back at 1995 when pre-university educational system in Romania registered
about 3700000 students.

Keywords: education, pre-university level, sustainable development, prognosis, educational politics, demography
policy

1. Introduction

If in normal times the reference to education as a national priority is not appropriately
perceived at the operational level, resembling more a slogan with a high degree of
abstractisation, then in periods of crisis, not especially this one generated by COVID 19, we
realize the importance of education, at all its levels, in humans’ lives, in the existence of a
people or for the entire humanity. Obviously, when we have to overcome certain crisis
situations, this is done with less human and economic costs if the population has a high
degree of education and professional training. The resources allocated to different projects are
better managed if the human resources involved have a high education and professional level.
In the context of the information explosion and communication technologies, increasing work
force migration, the mission of education systems is much more important, and graduates
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should be able to quickly adapt to working, social and cultural conditions in heterogeneous
areas.

If we look at the level of the European Union, then from a political point of view, the majority
of countries recognize that education systems have to be a priority, specifically, but this does
not always happen, and if it does, it is not the same in all areas.

In Romania, for 30 years, during which there were 6-7 electoral cycles, Romanian political
actors have declared education a national priority. When it came to budget allocations, things
were not in accordance with political statements; with very few exceptions, the share of
expenses for education compared to GDP was around 3.5%. Thus, although in the National
Education Law of 2011 the level of expenditures from GDP is 6%, the real level of
allocations is far from the declared one.

If in ,Romanian education beyond electoral cycles” [3, 2019], analyzing the budget
allocations over a long period of time we came to the conclusion that Romanian education — a
national priority is still a valid and strong electoral slogan for future electoral cycles, let’s try
to see how things look if we refer to the number of students of pre-university education.

2. Degree of problem investigation at present, purpose of research

Along with systemic issues, the reduction in the number of pre-school education in Romania
is evident from year to year, not only for educational analysts, educational researchers or
those who work in the educational system, but also for the less competent ones. The situation
makes us think about what will happen in 10, 20 or 30 years. These concerns are not only
correct, but also mandatory, both for school managers at the micro level, as well as for the
people responsible for developing educational policies in Romania. Projects related to school
infrastructure, school schedules, educational indicators, and educational human resources
should all be based on answers regarding the future evolution of the school population.

The UN General Assembly, reunited in New York in 2015 adopted a historical document, the
2030 Agenda for Sustainable Development, which aims for a brighter future for us and,
foremost, for our successors. The Agenda was also adopted by the European Union and then
it was adapted and contextualised for our country as well, becoming the Romanian National
Strategy for Sustainable Development 2030 [5, 2018]. According to these documents, one of
the biggest challenges the European Union faces, including Romania, is the demographic
changes, especially the aging of population, decrease in the number of young people and a
low birth rate. Migration flows are a solution for some areas to increase the number of young
people; they only fix it in the short term and do not solve the problem of birth rate and aging.

Obviously, demographic problems find an echo in educational systems. Low birth rate and
migration strongly affect the pre-university school population in Romania. Although the
number of students is constantly decreasing, “the quality of teaching is far from what we
want” [5, 2018]. According to the same document, in rural areas 38% of schools have outdoor
toilets, over 25% do not have central heating, 20% do not have a health authorisation, 17% do

not have authorised water source and only 60% of schools have their own library [5, 2018].
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Educational institutions could increase the effectiveness of their activity and the level of
performance by decentralizing the educational system, consolidating their autonomy and the
ability to manage financial and human resources [4, 2007]. At the level of educational units,
in areas where the offer is diverse, an increase in the number of students and, implicitly, that
of classrooms would be associated with the management, which improves the quality of the
educational process at the respective entities. From this point of view, we could deal with an
increase in the school population at local level due to the so-called “migration” between
different regions/units, although overall it is decreasing.

Despite the fact that the preservation or even increase in the school population in an
educational unit could be achieved through efficient management, the solutions for a real
increase in the number of pre-university school population are not a point of the management
plan; they have to be found at the macro level and they consist of demographic, economic and
social policies. These policies must be adopted and implemented together. A. Marga thinks
that “in Romania today, it is not money, which primarily is missing, but a refrain that delays
the sounds of change. First of all, there are not enough new ideas and solutions in the
organisation which would lead ahead”. The author says that we have to go back to rigorous
and innovative thinking and that there is no other solution than a whole change of the system
[7,2019].

An important title in our opinion is Romania’s development strategy for the following 20
years compiled by the Romanian Academy [1, 2015], which looks at all important areas of
Romanian life and which places school and education as top concern. From the highest
scientific level of the country, they provide decision makers with seven programs to remedy
the problems of Romanian education and to lead to a well performing educational system,
adapted to the preoccupation of the human being in the 21% century. Education, teaching, life-
long learning are key ingredients for the successful recipe of sustainable development.

The purpose of our research is exactly that of analysing Romanian pre-university school
population. Identifying trends in the evolution of the number of students in pre-university
education, the causes of these developments, compiling a multi-decade prognosis for the
number of students, suggesting solutions to increase the number of students, these are all
specific purposes of our research endeavour.

3. Methods and materials applied

In the specialty literature we can find various definitions for research, one of which describes
it as “an activity capable of determining comprehension, intuition and knowledge obtained
through thorough perception and systemic observation of a subject/theme, with the purpose of
the researcher’s perception validation™ [2, 2011]. Generally speaking, research is seen as “an
active and systematic process of discovering, interpreting and revising facts, events,
behaviours and theories, or carrying out practical applications of such facts, laws or theories”
[2, 2011].

Methodology, as a research system, is the one that teaches us how to use methods, following

the rigors of guidelines appropriate to the researched subject [8, 2013]. It is the how-how way

through which one can reach the purpose, generally a research purpose, particularly. Research
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methodology provides the rules, norms, methods, techniques and practices through which we
know “How to do” and “How to apply” something we know or have learnt, how to go from a
vague idea, a hypothesis to a solution, a generalisation or a scientific theory [9, 2006].

A necessary condition for this scientific approach is the need to have a picture of pre-
university school population and to identify solutions that could lead to an increase in the
number of students in the pre-university educational system.

Keeping in mind the domain specificity, the research methodology used was built from
identifying, studying and systematising the specialty literature and legislation concerning the
organization of pre-university education, starting with accessing and operating the metadata
regarding the evolution of the number of students over a long period of time, continuing with
the regression modelling of the phenomenon and ending with the compilation of the prognosis
and the interpretation of the result.

This research used a variety of strategies, combining inductive methodological strategy, based
on qualitative research methods and deductive methodological strategy. Research methods
such as documenting, method of document analysis, statistical observation, statistical
operation, analogy, regression analysis, prediction method, comparison, analysis, synthesis
were used. Documenting was used to provide an overview on how educational institutions are
organised and function, as well as on the pre-university education school population. To
highlight the value, validity and theoretical and practical importance of the information we
turned to statistics, mainly econometric modelling using Eviews application.

Econometrics, similar to all generic names of metric sciences, is the science which
guantitatively measures the researched phenomena mainly in terms of quality. Direct study of
objective reality can often mean a difficult task due to the emergence of insurmountable
obstacles. In practice, there is an indirect research path, simplified and abstract, analysing
more accurately the phenomena and objects that resemble those that are the subject of this
particular study. This research methodology is called modelling and is an instrument of
scientific analysis, which has as object building representations called models, with the help
of which a better comprehension and a deeper scientific knowledge are obtained.

Econometric models operate with variables, equations, parameters and data series. In our case
the endogenous, dependable variable is the number of students in pre-university education,
while the exogenous variable is time. The data series are actually chronological series which
register the values of school population for each year. The evolution of the number of students
is a linear one and, because of that, the equation of the model is a linear regression, the
parameters of which will be determined using the method of the smallest squares with Eviews
application. Using the model obtained and validated in statistical tests, the prognosis of the
number of students is compiled for a few future moments and an interpretation is carried out
followed by some suggestions for improving the situation.

Despite the complexity of the research, it cannot exhaust all theoretical — methodological and
applicative aspects of the targeted area. Our efforts can be continued, in particular, by
including some exogenous variables into the model, such as birth rate and family migration
rate. “The most important thing is not to stop researching and asking questions” (Albert
Einstein).
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4. Results and discussions
4.1. Number of pre-university education students in Romania
4.1.1. Number of students based on residentship areas

After convenient operation of the data obtained by consulting the INS — tempo-online
platform, refering to the evolution of the number of students, we obtained the following
situation form (Table 1):

Table 1. Number of students based on residentship areas, enrolled in
Romanian pre-university education between 1995-2018

Students enrolled in pre-university education
Year
TOTAL Urban Rural
1995 3.669.248 2.561.602 1.107.646
1996 3.674.597 2.548.658 1.125.939
1997 3.659.208 2.508.423 1.150.785
1998 3.598.666 2.429.672 1.168.994
1999 3.509.449 2.334.899 1.174.550
2000 3.421.091 2.247.487 1.173.604
2001 3.356.231 2.194.355 1.161.876
2002 3.270.786 2.132.560 1.138.226
2003 3.214.999 2.073.428 1.141.571
2004 3.108.634 1.998.348 1.110.286
2005 2.996.029 1.959.876 1.036.153
2006 2.911.213 1.912.951 998.262
2007 2.846.904 1.874.081 972.823
2008 2.781.039 1.828.214 952.825
2009 2.735.424 1.804.326 931.098
2010 2.682.489 1.772.478 910.011
2011 2.610.022 1.737.248 872.774
2012 2.688.590 1.775.345 913.245
2013 2.649.040 1.752.634 896.406
2014 2.615.722 1.741.983 873.739
2015 2.553.861 1.706.729 847.132
2016 2.524.399 1.701.604 822.795
2017 2.497.768 1.699.650 798.118
2018 2.466.269 1.693.555 772,714
Average 3.001.737 1.999.587,75 1.002.148,83

Source: [6, 2020]

The decreasing trends can be more suggestively highlighted in a graphic manner as follows:
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Figure 1. Evolution of the number of students enrolled in Romanian
pre-university education in 1995-2018

In the analyzed period of time we notice a continuous decrease in the number of students, less
by 1202979 students in 2018 compared to 1995, which means an average annual decrease of
about 50124 students.

By residentship areas, the following graphic approach could be relevant:

H Students enrolled in pre-university education m Students enrolled in pre-university education

g ﬁ (2]
= R
22 e B3
o - =31 P~
S = = (=21 [=-] [==) s
A =]
~N N =+ = D3 e
~N O TF e |~ T =
Fe—pr——— N o SR e
T S I I T T e N A P = o .
SN D3R 2 2 a2 38 e P
- =~ i = =& = = - L B o = = R e
——— =~ R s e ] -+ = |m e =S )
- ~N T s "D 0| - Tl e a3 o
Bl TRy s B oA T N I R &
_____ - L % g 2 =~ ~ e ST © o -
- __-.—1 — b : I~ : M~ o~ 2 IR Z
-—— - - T - |-
- - - —
= (g} =+ = =+ [r=} [~ — -
o2k Iz = 12 I 15 12 |e L
= 21l - 1 = 2 @ fm
= =1 =
o = = ) =t o — =l =
hﬂﬁ-shh.;&*}j;:'ﬁ";ﬁ‘-mw -
= — = — — — =1 = =~ = — - ! =] =
O — - — r r — — - — = =) ~ = < =] [~ ] -+ [~ o = = =
| BERpE oSS SRS ERRE NN — =2 I~ ~ = - - — - = —
-tr- == o = =2 1 1= il AN AN N e PR R
=~ =f =" SN - N = = I~ -~
=~ = - o =R 54 =
- - [==] I~ |r-
- ‘_-. I S NN ~

199%299999799899900900300400300400200900700%0090190130130133014013015017018

Figure 2. Evolution of the number of students, based on residentship areas, enrolled in
Romanian pre-university education in 1995-2018

If we take into account the residentship areas, then the number of urban area students dropped

in 2018 compared to 1995 by 868047 students, meaning an average annual decrease of about

36169 students. In rural areas, in 2018 there were 334932 fewer students enrolled than in
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1995, an average annual drop for the students enrolled in rural areas being around 13955,
which means a 2.5 smaller average annual drop compared to the one from the urban areas. If
in urban areas the decreasing trend is obvious, for rural areas there is even a frail increasing
tendency between 1995 and 2000. After this the drop is characteristic, without exception, for

every year.

After processing the data highlighting the annual decrease rates regarding the number of
students, we obtain the following situation:

Table 2. Rate of increase in the number of students, based on residentship, enrolled in
Romanian pre-university education in the period 1995-2018

Students enrolled in pre-university education

Total Urban Rural
Annual Annual Annual Annual Annual Annual
Year increase increase increase increase increase increase
rhythm rhythm rhythm rhythm rhythm rhythm
with fixed | with chain | with fixed | with chain | with fixed | with chain
basis in basis basis in basis basis in basis
1995 1995 1995
1 2 3 4 5 6 7
1995
1996 0,15% 0,15% -0,51% -0,51% 1,65% 1,65%
1997 -0,27% -0,42% -2,08% -1,58% 3,89% 2,21%
1998 -1,92% -1,65% -5,15% -3,14% 5,54% 1,58%
1999 -4,36% -2,48% -8,85% -3,90% 6,04% 0,48%
2000 -6,76% -2,52% -12,26% -3,74% 5,95% -0,08%
2001 -8,53% -1,90% -14,34% -2,36% 4,90% -1,00%
2002 -10,86% -2,55% -16,75% -2,82% 2,76% -2,04%
2003 -12,38% -1,71% -19,06% -2,77% 3,06% 0,29%
2004 -15,28% -3,31% -21,99% -3,62% 0,24% -2,74%
2005 -18,35% -3,62% -23,49% -1,93% -6,45% -6,68%
2006 -20,66% -2,83% -25,32% -2,39% -9,88% -3,66%
2007 -22,41% -2,21% -26,84% -2,03% -12,17% -2,55%
2008 -24,21% -2,31% -28,63% -2,45% -13,98% -2,06%
2009 -25,45% -1,64% -29,56% -1,31% -15,94% -2,28%
2010 -26,89% -1,94% -30,81% -1,77% -17,84% -2,26%
2011 -28,87% -2,70% -32,18% -1,99% -21,20% -4,09%
2012 -26,73% 3,01% -30,69% 2,19% -17,55% 4,64%
2013 -27,80% -1,47% -31,58% -1,28% -19,07% -1,84%
2014 -28,71% -1,26% -32,00% -0,61% -21,12% -2,53%
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1 2 3 4 5 6 7
2015 |  -30,40% 2.36% | -33,37% 2,02% |  -23,52% -3,05%
2016 | -31,20% 1,15% | -3357% 0,30% | -25,72% -2,87%
2017 | -31,93% 1,05% | -33,65% 0,11% | -27,94% -3,00%
2018 | -32,79% 1,26% | -33,89% -0,36% |  -30,24% -3,18%
Average |  -18,98% 1,70% | -22,89% 1,77% -9,94% 1,52%

Source: own operation depending on the number of students obtained in [6, 2020]

The total number of students dropped by 32.79% in 2018 compared to 1995. One can notice
that the total number of enrolled students decreased on average by 18.98% compared to the
value in the reference year, while the average decrease percentage was 22.89% in urban areas,
and 9.94% in rural areas. Analyzing the values of the chain growth rates we noticed that the
number of students from year to year decreases on average by 1.70% at the entire pre-
university level, more exactly by 1.77% in urban areas and somewhat smaller, by 1.52%, in
rural areas.

One might find it interesting to observe the graphic representation of the chain (mobile)
increase rates:
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Figure 3. Annual chain increase rate of the number of students enrolled in Romanian
pre-university education, based on residentship areas, in the period 1995-2018

Regarding the total number of students, the increase level is practically negative, with the
exception of 1996 and 2012. In 2012 it is not only positive, but the same for both residentship
areas. The explanation for this 2012 exclusion can be found in the introduction of the
preparatory class to the primary school program for the 2012-2013 study year. Practically, a
large number of students were transferred from pre-school to primary school level.

For the urban area, with the exception of 2012, the increase rate is negative for all analyzed
years, compared to the rural area where this rate was positive between 1996 and 1999. For
this period, it could be explained by the fact that some Romanians moved together with their
families in the countryside, possibly due to difficult living conditions, since in those years
Romania experienced an accelerated inflation.

Analyzing the trends of these three linear cases, we noticed that in terms of the total number
there is a slow increase: the line for urban areas having a bigger slope, but continuing to be
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under 0. This means that the rates drop, in absolute value, thus the number of students
enrolled overall and in urban area has a tendency to decrease from year to year, but by smaller
values. Whereas, for the rural area, the linear trend indicates an accentuated decrease, the
values being under 0, which means that the number of students in rural areas increasingly
drops each year. In other words, in rural area, the annual decrease trend is faster than in urban
area or overall. This became more obvious after 2012.

4.1.2. The number of students by levels of education

The National Education Law of 2011 defines the levels of the national system of pre-
university education as follows: early education with ante-preschool and preschool levels;
primary school; secondary school including inferior secondary school or gimnasium; superior
secondary school, including high school, vocational school; non-university tertiary school,
which involves post high school education.

Next, we examined the number of students in pre-university education, ante preschool and
preschool were not included. After processing the data from the same INS-Tempo online
platform, our aim was to analyze the number of students by education levels, as presented in
Table 3 and Figure 4.

Table 3. Number of students enrolled in Romanian pre-university education
in the period 1995-2018, by levels

Year Total Primary | Secondary High Vocational sigf)t)r:ignhd
school school
craftsmen

1 2 3 4 5 6 7
1995 | 3.669.248 | 1.391.951 | 1.149.994 787.211 285.450 54.642
1996 | 3.674.597 | 1.405.308 | 1.140.923 792.788 262.057 73.521
1997 | 3.659.208 | 1.373.079 | 1.186.687 765.903 247.239 86.300
1998 | 3.598.666 | 1.284.507 | 1.272.423 718.017 227.585 96.134
1999 | 3.509.449 | 1.189.058 | 1.309.081 694.376 222.234 94.700
2000 | 3.421.091| 1.090.172 | 1.321.333 687.919 239.550 82.117
2001 | 3.356.231| 1.028.697 | 1.291.839 710.663 252.347 72.685
2002 | 3.270.786 990.807 | 1.207.505 740.404 270.215 61.855
2003 | 3.214.999 | 1.005533 | 1.116.693 758.917 279.124 54.732
2004 | 3.108.634 970.295 | 1.026.309 773.843 289.494 48.693
2005 | 2.996.029 939.330 961.231 767.439 284.412 43.617
2006 | 2.911.213 919.439 922.769 780.925 250.383 37.697
2007 | 2.846.904 865.175 924,518 791.348 220.335 45.528
2008 | 2.781.039 859.169 893.166 784.361 189.254 55.089
2009 | 2.735.424 845.679 873.997 837.728 115.445 62.575
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1 2 3 4 5 6 7
2010 | 2.682.489 828.853 862.588 866.543 54.538 69.967
2011 | 2.610.022 810.126 819.280 888.768 12.382 79.466
2012 | 2.688.590 931.951 812.241 831.810 19.734 92.854
2013 | 2.649.040 942.747 800.507 776.616 26.493 102.677
2014 | 2.615.722 947.205 785.100 727.072 50.788 105.557
2015 | 2.553.861 939.147 772.941 673.615 68.682 99.476
2016 | 2.524.399 928.245 767.216 650.832 84.390 93.716
2017 | 2.497.768 947.931 730.037 637.706 90.205 91.889
2018 | 2.466.269 931.419 722.269 629.755 90.451 92.375
Average | 3.001.737 | 1.015.243 986.277 753.107 172.199 | 74.910,92

Source: [6, 2020]
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Figure 4. Number of students enrolled in Romanian pre-university education
in the period 1995 - 2018, by levels

Special attention should be given to highlighting the collapse in the number of students in
vocational schools. Since 2005, the number of students at this education level has been
steadily decreasing, and in 2011 this indicator almost became insignificant when an absolute
minimum of 12,382 students was registered. These students were practically in their final
years, without elementary classes for further vocational training. Since 2012 (with the harm
already done) there was a new increase in the number of students, due to the re-introduction
of vocational classes in school organisational plans. At the same time, due to the use of
surveillance cameras, both for the National Evaluation and for the Baccalaureate Exam, there
was a drop in the number of students admitted to the ninth grade in high school, as well as a
significant reduction in the number of high school graduates who managed to pass the
,maturity exam”. In this context, the foundation was laid for enhancing vocational education,
although its collapse was due to some inexplicable school organisational plans. Obviously,
this collapse led to a significant reduction in the number of qualified teachers from vocational
schools, most of whom left the system, and a small part was absorbed by technological high
schools. We do not know if anyone quantified the impact of the mentioned collapse on the
national economy, but there were catastrophic consequences for teachers which are still felt.
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4.2. Multi-decade prognosis of the number of students

To determine, using Eviews, the estimation equation for the number of students, we have used
instead of the year series the values corresponding to the deviation from the base year, 1995:

Table 4. Year series and the number of students enrolled in Romanian
pre-university education in the period 1995-2018

Years (t;) No_students (yi) Years () No_students (yi)
0 3.669.248 12 2.846.904
1 3.674.597 13 2.781.039
2 3.659.208 14 2.735.424
3 3.598.666 15 2.682.489
4 3.509.449 16 2.610.022
S 3.421.091 17 2.688.590
6 3.356.231 18 2.649.040
7 3.270.786 19 2.615.722
8 3.214.999 20 2.553.861
9 3.108.634 21 2.524.399
10 2.996.029 22 2.497.768
11 2.911.213 23 2.466.269

Source: [6, 2020]

Creating a group between two series will lead us to the following scatter diagram:
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Figure 5. Scatter diagram in Eviews regarding the evolution of the number of students
enrolled in Romanian pre-university education in the period 1995-2018

According to the chart, we can assume that, annually, we have a linear regression of the

number of students, in compliance with the model:
Y, =a+bt (1)

107



ISSN 2345-1424 http://jrtmed.uccm.md E-ISSN 2345-1483

We estimated the parameters of the above regression, meaning we determine the a;
estimations for a and b for b.

Equation Estimation
pedioton | =) Equation: UNTITLED Workfile: EVIEWS.... [ = [ @ 3]
Equation spedfication [ViewlProchbject] [PrinthameIFreezel [EstimateIForecastlStatisesidsl
Dependent variable followed by list of regressors including ARMA
and PDL terms, OR an explicit equation like ¥ =c{1) +c{2)*X. Esﬁmaﬁon Cgmmand:
pr_clevican | ——Soooooooo--o-ooo-oo-ooos
L3 NO_STUDENTS CYEAR
Estimation Equation:
et NO_STUDENTS = C(1) + C{2)'YEAR
Method: | |5 - |east Squares (MLS and ARMA) W
sample: 71 24 Substituted Coefficients:
MO_STUDENTS = 3675443 46333 - 58583.2069565%YEAR
Anulare

(= Equation: UNTITLED Workfile: EVIEWS_ELEVI...[ = | & |[m£3m]
[ViewIProcIObject] [PrintINamelFreeze] [Estimate[ForecastIStatslResids]

Dependent Variable: NO_STUDEMNTS
Method: Least Squares

Date: 04/28/20 Time: 21:48

Sample: 124

Included observations: 24

Variable Coefficient Std. Error t-Statistic Prob.

C 3675443, 35453.958 103.56680 0.0000

YEAR -58583.21 2641.361 2217917 0.0000

R-squared 0.957191 Mean dependent var 3001737

Adjusted R-squared 0.955246 S.D. dependentwvar 4234077

S.E. of regression 89572.91 Akaike info criterion 2572315

Sum squared resid 1.77E+11 Schwarz criterion 2582132

Log likelihood -306.67Y78 Hannan-CQuinn criter. 2574919

F-statistic 4919157 Durbin-Watson stat 0.211561
Prob(F-statistic) 0.000000

Figure 6. Linear regression based on time regarding the evolution of the number of
students enrolled in Romanian pre-university education in the period 1995-2018

Thus, the estimated values are a;=3675443.46 and b= - 58583.21. Therefore, the number of
students from time t would be:

Y, =3675443,46 - 58583,21x t (2)
We estimated reliability intervals for regression coefficients and also we analyzed the most

favorable and most unfavorable case.

The way according to which the reliance level of an estimator is determined is known:
-ﬁ € [bculculmsed - St':rx:ﬂ—k}x ETT crandard ’bculcuimsed + St'::x:ﬂ—k} X Ewsmudmrd] (3)

which means that 3 partains to the probability interval of 1-a.

To determine the critical distribution value tStudent, we used the T.INV.2T(0,05;22) Excel
function; we obtained the value 2.073873068 at a level of significance 0.05.

Replacing in (3), we obtained:
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Table 5. Reliability intervals for the estimators of the regression model

Calculated Standard Calculated Standard In_fer_lqr Su_per_lpr
reliability reliability
value for al | error for al | value for bl | error for bl limit limit
”
3675443,46 35453,98 -58583,21 2641,36 mm
Estimation
pl1 3601916,41 | 374897051
Estimation
B2 -64061,06 -53105,36

We can state that with a 95%

b € [—64061,06; —53105,36].

Thus, for the most favorable case, we can take into account the equation:

probability a € [3601916,41;3748970,51] and

Y, =3748970,51 — 53105,36X t 4)
The regression for the most pessimistic case, the most unfavorable, has the form:
¥, =3601916,41 — 64061,06% t (5)
If we group the results obtained from models (2), (4) and (5) we get the following table:
Table 6. Multi-decade prognosis of the number of students enrolled in
Romanian pre-university education
. Prognosis of the number of students in pre-university
Year f?g\r/r:af;)%% education (¥:)
0 Moderate case — | Optimistic case — | Pessimistic case —
Model (2) Model (4) Model (5)
2030 35 1.625.031 1.890.283 1.359.779
2040 45 1.039.199 1.359.229 719.169
2050 55 453.367 828.176 78.558

Thus, taking into account the results obtained in the moderate case, in 2030 the number of
students in Romanian pre-university education is likely to be less than 2000000, by 2040 it
will be slightly lower than 1000000, and by 2050 it will be much lower than the symbolic
threshold of 1000000. Even for the optimistic case, the statements from the previous sentence
remain valid, while in the pessimistic case the situation would be entirely catastrophic.

5. Conclusions

According to this study, we found that at least for vocational school education, it never was a
priority for the high level responsible officials, but also that there are certain imbalances both
at the education system level and at the Romanian economy level, which will be difficult to
surpass.
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After modeling the current study, we found that the number of students decreases by about
half a million every ten years and that by 2050 there will be fewer than 1000000 students or
even fewer than 500000 according to a pessimistic scenario, while in 1995 there were about
3700000 students in pre-university education. We emphasize the fact that these must be seen
in the context in which, starting with 2012 a new class has been introduced in primary school;
more exactly, due to the introduction of the preparatory class in primary school, about 100000
children were transferred from preschool institutions.

In our opinion, a more detailed and thorough analysis would imply by adding to the model
other factors such as birth rate, migration of families rate, early abandonment rate etc.
Certainly, these factors are significant for the number of students enrolled in pre-university
education.

The alarming decline in the number of students, illustrated by the fact that the estimates for
2050 is a 5-7 times decrease compared to the number of students in 1995, can only be stopped
by high-level policies in the demographic, economic and social areas.

We believe that responsible factors could radicalize these policies, which means that by
encouraging the calibration of children’s allowances, as well as through active measures to
support families returning from abroad (installation bonuses, non-refundable amounts for
creating family businesses etc.) could have immediate consequences. These measures as well
as measures to create a healthy competitive economic environment and support small and
medium sized companies can also lead to the prevention of emigration phenomenon.

At the same time, it is necessary to find solutions to increase the attractiveness of teaching
career, so that a part of valuable graduates would be attracted to this field. Romania has its
own model to follow, that of pedagogical high schools between the 50s-80s of the last
century, whose graduates performed state modernization, mainly by raising population
literacy in rural areas.

Due to the fact that we are dealing with an extensive, high inertia complex system, we believe
that it is mandatory to develop a set of measures to stop the accelerated decrease of the
number of students and then to impose an increasing trend, so this set should be regulated
and implemented as soon as possible. If this happens, the slogan “education is a national
priority” will surely lead to real accomplishments. If not, then it will simply remain a slogan
valid during confrontations in future electoral cycles, and Romanian population will be
equally vulnerable, disoriented and incapable of action in future crises it will encounter.
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Rezumat

Dezvoltarea durabila, sustenabild, calitatea vietii cetdtenilor oricarei tari sunt in stransa dependentd cu
calitatea invatamdntului ce se desfasoara in tara respectiva, sistemele nationale de invatamdnt capatand astfel
importante vitale in contextul marilor provocari economice, tehnologice si de globalizare ale secolului XXI. In
Romania post-decembristd, din cauza reducerii natalitatii si a cresterii emigratiei familiilor, numarul elevilor din
Invdtamdntul preuniversitar cunoaste o sCddere dramatica. Lipsa sau ineficienta politicilor demografice de
stimulare a natalitatii, mirajul straindtatii, inconsecventa masurilor economice pentru sprijinirea firmelor mici si
mijlocii, uneori politici eronate in domeniul planurilor de scolarizare, culmindnd cu desfiintarea invatamantului
profesional la inceputul deceniului, cumulate cu o serie de alte cauze, au contribuit la scdaderea alarmantd a
numarului de elevi, respectiv cu peste 1 milion din 1995 panda in 2018.

Daca tendintele se vor pastra, daca nu vor fi implementate in scurt timp politici menite sd contracareze
declinul, atunci in 2030 vom avea sub 2.000.000 de elevi, in 2040 sub 1.500.000 iar in 2050 vom fi scazut, poate
cu mult, sub numarul simbolic de 1.000.000 de elevi in invatamantul preuniversitar din Romdnia. Perspective
descurajante, mai ales daca le raportam la anul 1995, cdnd sistemul de invatamant preuniversitar din Romdnia
numara cca 3.700.000 elevi.

Cuvinte-cheie: educatie, invatamant preuniversitar, dezvoltare sustenabild, prognozd, politici educationale,
politici demografice
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Annomauusn

Yemotiuusoe paseumue, kauecmeo scusnu epadxcoan 1obou cmpansl 3a8UcAm om YposHs 00pa3068anus
cmpanvl. Coomeemcmeenio, HayUoHAIbHble CUCHEMbl 00PA306AHUs, 8 KOHMEKCHEe 3HAYUMBIX IKOHOMUYECKUX,
MEXHON02UHECKUX U 2100anu3ayuoHHbIX 66130606 XXI 6exa, npuobpemaiom 2nobanvhoe 3uauenue. I1o npuuunam
CHUDICEHUSL POACOAEMOCIU U YBEIUHeHUs. dmuspayuii cemell 8 nocm-oekaopvckoli Pymvinuu nabaodaemcs
opamamuieckoe CoKpaujeHue KOIU4ecmea Y4eHuKos 6 00yHugepcumemckom obpazosanuu. Omcymemeue unu
HeaghpexmusHocms demozpaduueckol NOIUMUKY, HANPAGIEHHOU HA CIUMYTUPOSAHUE POACOAEMOCTU; MUPAIC
UHOCIMPAHHBIX 3eMelb;, HeCOCHMOAMENbHOCHb IKOHOMUYECKUX Mep N0 HOO0epIUCAHUIO MANo20 U CpeoHezo
ousneca; uno20a OWUOOUHAS NOIUMUKA 8 00IACMU WIKOIbHO20 NIAHUPOSAHUS, KOMOPAs Npuseia K ommene
npogeccuonanbHoeo  00pazosanus 6 Hauane OecAMmuiemus, 8 COYemaHuu ¢ paooM Opyeux npudum,
HOCNOCOOCMBOBANU MPEBOICHOMY COKPAWEHUIO YUCIa yHeHuKos, bonee wem na 1 muniuon é nepuood ¢ 1995 no
2018 200v1.

Ecnu smu menoenyuu coxpaunamecs, ecau 6 onudicatiuiee epems ne Oyoem 6HeOpeHa coomeemcmeyiowas
NOAUMUKA RO NPOmMuUeodeicmauro cuudxcernuro, mo k 2030 200y y nac 6yoem menee 2000000 yuenuxos, k 2040
200y - mernee 1500000, a k 2050 200y 6 doyHusepcumemckom obpazosanuu Pymsinuu 6o3modrcen sHauumenvHulii
cnao konuvecmea Hudce cumsonuueckozo uucaa ¢ 1000000 yuenuros. Obeckypasicusarowue nepcnekmusbl,
ocobenno ecau nposecmu cpasHenue ¢ 1995 2o0om, kozoa cucmema 008y306ck020 06pazosanus 6 Pymvinuu
nHacuumuigana oxono 3700000 yuenuxos.

Kniouesvie cnosa: obpasosanue, 008y306cKkoe 00pasosanue, yCmouuugoe pasgumue, npozHo3, 00pa308amenbHasl
noaumuxa, demozpaghuieckas noIUmuKd
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Abstract

The issue of social exclusion of the elderly people has become relevant not only for the Republic of
Moldova, but also for a number of European countries. The purpose of the article is to identify factors that
determine the social exclusion of elderly people in the field of social and labor relations and the real difficulties
they face in the labor market of the Republic of Moldova. In this article we intend to introduce in the scientific
circuit a synthesis of the results of an opinion survey on the social exclusion of elderly people in the labor market
of the Republic of Moldova, who, even after reaching the retirement age, are employed according to the current
legislation. According to empirical studies, the most important factors regarding the exclusion of the elderly
people from the social sphere and work field are presented: age, level of education, place of residence,
professional status before retirement age, self-assessment of health and standard of living, etc. The obtained
results have contributed to the development of recommendations on the social inclusion of this category of people
in the labor market.

Keywords: exclusion, elderly people, labor market, working pensioners

1. Introduction

Currently, the topic of increasing the retirement age and labor demands for older workers in
the labor market is particularly relevant. With an increase in the number of elderly people
(according to the World Population Ageing Report 2019, there were 703 million people aged
65 years and over in the world in 2019. According to forecasts, the number of older persons
will double to 1.5 billion in 2050 [8, p. 1]. However, given the current situation with COVID-
19, in which the elderly people are the most vulnerable, this figure may vary; it is necessary to
pursue a sound social policy in places where human resources are used in the labor market.
However, elderly people who want to continue their work activity are facing many obstacles,
such as social exclusion, open and latent discrimination, inadequate working environment for
the needs of older workers, both healthy and, in particular, people with health problems. On
the other hand, the governments of many countries support raising the retirement age as the
most effective measure to combat labor shortage caused by the aging of population.

The set of problems that older people face in everyday life (high costs for communal services,
high prices for food, medicine, etc.) allows us to conclude that, in current conditions, pension
is a synonym for poverty and social exclusion, due to the low level of pensions and the need
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for most elderly people in the Republic of Moldova to remain in the labor market even after
reaching retirement age in accordance with the legislation in force.

Thus, in this article we will focus on studying the phenomenon of social exclusion of the
elderly people in the labor market of the Republic of Moldova and the most important factors
that determine it. Finally, some recommendations for reducing the social exclusion of this
category of people in the labor market of the Republic of Moldova are presented.

2. Degree of investigation of the problem at present, aim of the research

The origins of the theory of social exclusion of the elderly people can be found in the works
of Hippocrates, Plato, Epicurus, Aristotle, Seneca, Cicero and others.

Today, the issue of exclusion is actively discussed in the field of economic, sociological and
psychological sciences.

As a manifestation of economic factors, social exclusion, was investigated by S. Paugam, A.
Power, F.M. Borodkin; dissatisfaction of personal needs - by P. Abrahamson, la. Gouf; the
violation of legal norms related to social exclusion was investigated by Borodkin; such
aspects as impossibility or inability to benefit from the rights to social exclusion were
investigated by A.A. Demyanov; and social exclusion as disintegration of social relations was
investigated by N.E. Tihonova.

A regional approach to this phenomenon was developed by A. Power; research on
psychological aspects of social exclusion was carried out by F.M. Borodkin, P. Abrahamson,
la. Gouf.

A. Power, F.M. Borodkin, A.A. Demyanov, N.E. Tihonova, P. Abrahamson were concerned
with social exclusion as a complex phenomenon, which combines the actions of several
factors.

In their works the authors analyze the concept of “social exclusion”; they highlight the most
significant characteristics of social exclusion in society as a process and as a state, as well
they substantiate the relationship of social exclusion with such phenomena as poverty and
inequality; and discuss research approaches to this issue.

Russian authors note that a significant layer of “socially excluded” is identified in the social
structure of Russian society; this layer differs qualitatively from the group of “poor” people.
V. Schmidt studied the research methodology for social exclusion.

But the origin of the notion “social exclusion” is found in France in the seventh decade of the
last century due to vague references in public discourses about “the excluded” (Lenoir, 1974)

3, p. 16].

At the European level, the term “social exclusion” appeared in the late 1980s and early 1990s

during the Delors Commission. Since 1975, the Community institutions have initiated and

implemented a number of poverty alleviation programs. The third program, informally known

as “Poverty III”, run from 1989 to 1994 and funded the establishment of the Observatory on

National Policies to Combat Social Exclusion. In the early 1990s, social exclusion and

inclusion were integrated into all European Union policies, starting with the Maastricht Treaty
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and its annexed protocols, reform of the objectives of the European Social Fund, European
Parliament documents and the Commission’s Social Action Programs [2, p. 27].

Currently the concept of social exclusion is understood and used by specialists in different
ways. For some, exclusion is primarily a result of poverty. Others see this in a broader sense,
as multiple deprivation, and equate it to insufficient and inadequate social participation, social
non-integration and, in some cases, the inability of a person or category of people to act
without receiving help.

The key element of exclusion consists in the inability to participate in various aspects of
social life, such as activation in the labor market, access to public services and political life,
various forms of discrimination, which leads to physical isolation from peers. The second
point of view considers that social exclusion is nothing more than a fashionable term to
discuss poverty. Following the takeover of exclusion in the national policies of the EU and
Member States, the first opinion becomes more widespread [4, p. 20].

David Byrne mentions that, in the “weak™ sense, exclusion is understood as a personal deficit
that can be remedied by correcting this personal deficit. According to him, the “strong”
meaning is given by the fact that exclusion is not a specific feature of individuals or social
spaces, but a “necessary and inherent feature of a post-industrial capitalism based on a
flexible labor market and a systematic constraint of power in organizing employees as
collective actors — the excluded are excluded by the system” [1, p. 173].

Among the national researchers we can mention Maria Vremis, Viorica Craievschi-Toarta,
Anatolii Rojco, Diana Cheianu-Andrei with the paper “Approaches to social exclusion in the
Republic of Moldova. Methodological and analytical aspects” [3]. In this paper, the elderly
people are considered as one of the main groups vulnerable to social exclusion due to their
age peculiarities.

A study of the literature reflecting the social exclusion of elderly people showed that no in-
depth research has been previously conducted on the social exclusion of the elderly people
from the labor market.

Research conducted by the author of this article focuses on the social exclusion of elderly
people, and especially on the exclusion of elderly people in the labor market of the Republic
of Moldova.

Aim of research. In this article we intend to introduce in the scientific circuit the results of a
sociological survey on the exclusion of elderly people in the labor market of the Republic of
Moldova, conducted in 2017-2018. Thanks to the conducted survey, we will be able to
identify real difficulties faced by working pensioners.

3. Methods and materials applied

The following empirical methods of data collection and analysis were used in the research
process: opinion survey (questionnaires), quantitative and qualitative analysis of statistical
data. Comparative analysis, the correlation method, the synthesis method, induction and
deduction, the graphical method, etc. were also used.
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Information base of the article: data of a public opinion survey on elderly population and data
of official statistics of the Republic of Moldova.

Within this research, it is proposed to examine the situation of the elderly people in the labor
market of the Republic of Moldova from all points of view.

The questionnaire, which targets working pensioners, aims to identify the problems they face
at the workplace, what determines them to continue their work, and so on.

Objectives of the survey: The survey on social exclusion of the elderly people has as main
objective the production of detailed statistical data that can be used to characterize social
exclusion of the elderly population in the labor market. This is done by collecting information
on different aspects of older people life: health status, financial condition before retirement
and during retirement, job satisfaction, employment arrangements after retirement, reasons for
retirees to continue work activity, assessment by elderly people of their lives, etc.

Scope of questionnaire. The scope of the investigation includes all persons with a fixed place
of residence in the selected research centers (urban and rural). The subject of registration is
working pensioners, namely: women aged 58 to 75+ years, men aged 63 to 75+ years.

Research sample. The opinion survey on the social exclusion of elderly people was conducted
on a sample of 160 people, of whom only 22.5% are working pensioners, which is a
representative sample (thus, according to statistics, for example, in 2017 the share of
economically active elderly people (aged 60 and over) was 19.2% of the total population in
the same age group) [5].

In the conducted study the population survey was carried out by involving people from
different localities of the Republic of Moldova (Figure 1). Thus, the questionnaire was
compiled in the profile of a certain city / village. For a broader picture, we sought to interview
respondents from all regions of the country (North, Center and South). So we can mention
that we conducted the survey in:

— Lipcani town, Briceni district in the northern part of the republic;

— Gordinesti village, Edinet district in the northern part of the republic;

— Romanesti village, Straseni district in the center of the country;

— the municipality of Chisinau, the capital of the republic;

— Carahasani village, Stefan VVoda district in the South-eastern part of the republic.

Figure 1. Geographic presentation of the conducted sociological survey
Source: author’s own development
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4, Obtained results and discussion

The purpose of the developed questionnaire is to identify factors that determine elderly people
to continue the work activity even after reaching retirement age in accordance with the current
legislation.

Most of the elderly persons, continuing to work, live in the cities (94.4%), and only a very
small part in the villages (5.6%) (see Figure 2). This is due to the fact that the majority of
pensioners in villages used to work in the agricultural sector, and, having reached the
retirement age in accordance with the current legislation, they can no longer continue their
work in this area due to poor health.

5.6%

H city

Evillage

94.4%

Figure 2. Share of working respondents by areas, %
Source: author’s own development

Out of the total number of employed respondents, women represent the largest share,
constituting 80.6%, and men only 19.4% (Figure 3). The high proportion of women, having
jobs after reaching retirement age in accordance with the current legislation, is also confirmed
by the official statistical data for 2017-2018. However, in 2019 men predominate among the
beneficiaries of pensions, who have a job, with a share of 14.4% of the total population aged
15 and over [7].

30,0
25.0
20,0
15.0
10,0 —
>0 L
) L e
58-60 | 61-65 | 63-65 | 66-70 | 71-74 75+
EWomen| 222 19.4 25.0 11.1 2.8
@ Men 5.6 8.3 2.8 2.8

Figure 3. Distribution of respondents by age and gender, %
Source: author’s own development

Based on the fact that women in the Republic of Moldova have a longer life expectancy than

men and according to statistical data for 2018 for people aged 60 or older, the ratio between

men and women is 67 men per 100 women [6]; it is not surprising that more of survey

respondents are women. The most important age groups for women working after retirement

are: 58-60 years — 22.2% of the total number of respondents, 61-65 years — 19.4% of the total
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number of respondents, 66-70 years — 25.0% of the total number of respondents. Most men
who work after retirement are representatives of two age groups: 63-65 years — 5.6% of the
total number of respondents, 66-70 years — 8.3% of the total number of respondents. The
smallest number of respondents is from the 75+ age group (only 2.8% for both men and
women). One of the reasons could be health deterioration, which prevents people of this age
category from continuing to work.

Elderly people with higher education are most in demand on the labor market; their share in
the total number of respondents in the questionnaire is 55.6% (Figure 4). This is probably due
to the fact that older people with higher education work more on intellectual rather than
physical work, maintaining a good state of health. Among the respondents who continued
working after retirement there were no people who didn’t have the level of pre-school or
primary education, who had primary school, and incomplete/secondary school education.

General

secondary
education/high
school
13.9% Secondary
vocational
education

13.9%

55.6% Postsecondary
vocational
education/college
13.9%

Incomplete high
education
2.8%

Figure 4. Distribution of respondents by level of education, %
Source: author’s own development

Most of those who continue to work even after reaching the retirement age, according to the
current legislation, work at the same job (58.3% of the total number of respondents). Only
25% of the respondents took steps to independently create a type of activity (Figure 5).
Enrollment in private employment agencies is not popular among retirees looking for a job
(only 2.8% of respondents used the services of recruitment agencies). An employment
opportunity that should not be missed is an appeal to friends, relatives, colleagues in search
for a job. Of the total of interviewees, 8.3% took this opportunity to become employed. The
respondent who chose the “Other” option specified that there was a staff reduction, but the
management, recognizing that he was a valuable person for the enterprise, transferred him to
another job within the enterprise. Another way that older people try to find a job is through
direct contact with the employer and the officials responsible for employment. But only 2.8%
of respondents turned to this opportunity.

It is regrettable that older people are not able to join the National Agency for Employment. In
our opinion, this is dictated by the realities of life in the Republic of Moldova, as the elderly
are not much demanded on the labor market, with the exception of some activities.

According to the majority of respondents, pensioners need to work where they want and have
the skills for this (50%). And the most frequently mentioned way of employing retirees is to
maintain the previous jobs (38.9%).
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® Continue to work at the same job
2.8% # Enrollment at the National Agency for Employment
M Getting started to start an activity on your own
® Sign up for private placement agencies
u Publication of ads
Reply to ads
u Rdirect contact of employer and the officials

responsible for employment

M Call to friends, relatives, colleagues

u Other

Figure 5. How did you get your job being already retired?

Source: author’s own development

Before retirement, almost 28% of the total number of respondents worked in the field of
Education, science and culture (Table 1). The field of Health care, physical education and
sports, and social assistance was represented by 22.2% of respondents. Other areas of activity
were poorly represented, especially Trade and Agriculture, by 5.6% of respondents.
Analyzing the results of the survey, we can see that a significant part of the respondents
preferred to change their field of activity after retirement, preferring Trade and Services to
Agriculture, Industry, and Education, science, culture, Health care, physical education and
sports, social assistance. The majority of respondents (61%) continue to work in their
specialty even after reaching retirement age according to the legislation in force.

Table 1. Respondents’ field of activity, %

. . Before
Field of activity retirement At present
Agriculture 5.6 0.0
Industry 8.3 5.6
Construction, transport, communications 8.3 111
Trade 5.6 194
Services 13.9 25.0
Education, science, culture 27.8 16.7
Health care, physical education and sports, social assistance 22.2 16.7
Other 8.3 5.6

Source: author’s own development

A large number of respondents stated that their salary before retirement was less than 3000
MDL (66.7%), respectively, they currently have small pensions (Figure 6). 61.1% of
respondents indicated that the amount of their pension is less than 1500 MDL.

Thus, the precarious financial condition has become the main reason why pensioners
continued to work so far. And only 2.8% receive a pension higher than 5000 MDL (Figure 7),
having as a reason for continuing their activity, interest in work and desire to work.
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Over 6000

5100-6000

Figure 6. Average monthly income of the respondents before the retirement
Source: author’s own development

3000-4000 /_Over 5000

Figure 7. Size of respondents’ pension
Source: author’s own development

Although the material situation of most respondents is currently considered satisfactory or
rather satisfactory (~58%), however, some respondents who receive both pension and salary
indicate that their financial situation is rather unsatisfactory (16.7%), while others usually
encounter an acute need for money (22.2%). Only one person indicated that he was
completely satisfied.

Another aspect regarding employment of older people that we are worried about in our study
is the number of hours worked per week, based on a 40-hour work week. Analyzing the
results of the survey, we found that 69.4% of respondents are employed full-time. And the
remaining 30.6% of respondents work part-time. However, 63.9% of respondents expressed
their willingness to work longer for a proper payment.

The reasons that encourage people to work after retirement are numerous, often combining
precarious financial condition and the desire to feel like a full member of society. The desire
to financially help their children and grandchildren is another no less important reason,
encouraging older people to continue working. Among other reasons, we can indicate the
noble cause: the desire to help people (Figure 8).
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1) I want to feel like a full member of society i 11.1%
2) Poor fnancil condiion. | -7

3) Desire to financially support children and
. 38.9%
grandchildren

4) The need to be permanently busy
5) I want to take my spare time

6) Interest in work, desire to work

7) To acquire new skills, for intellectual
development

8) The need for professional communication

9) Habit to work

10) I want to feel my colleagues' respect, my need
and importance, not only at home

11) Other

Figure 8. The main reason that causes the pensioners to work after reaching retirement

age according to the legislation in force
Source: author’s own development

A large number of respondents (86%) consider that their physical condition allow them to
work even further, so they are feeling capable of doing productive work in their field of
activity as well as having an active lifestyle.

According to current legislation, employment after reaching retirement age provides a certain
pension surplus or even represents a large part of the income of older people. Only 5.6% of
respondents had the lowest salary amount of up to 1000 MDL (Figure 9). Most respondents
indicated that their income as a result of work activity is ranging between 2000-3000 MDL
(22.2%). An identical number of respondents (16.7%) had salaries ranging between 1000-
1500 MDL, 3000-4000 MDL and 4000-5000 MDL. 13.9% of respondents had a salary in the
amount of 1500-2000 MDL. Only 8.3% of respondents indicated that their salary exceeded
5000 MDL.

22.2%

Figure 9. Employment income
Source: author’s own development
121



ISSN 2345-1424 http://jrtmed.uccm.md E-ISSN 2345-1483

Although many respondents are either completely satisfied (33.3%) or somewhat satisfied
with their current workplace (22.2%), there are still respondents not satisfied with their work
to some extent (38.9% per total) — Figure 10. People stating “Other” option have specified
that the salary is low or they simply have no other way, so this is why they continue to work.

Other Other
5.6% 111%,

No, totally
unsatisfied
11.1%

Yes, fully
satisfied
33.3%

I'm respected
11.1%

Good
41.7%

Rather
unsatisfied, than
satisfied

27.8%
Rather satisfied, I'm appeciated

than unsatisfied 36.1%
22.2%

Figure 10. Satisfaction at workplace and Workplace appraisal
Source: author’s own development

It has to be emphasized that almost all respondents rated their appreciation of workplace as
positive. The life and work experience of the elderly must be harnessed by the next
generations.

In spite of the fact that older people taking part in the survey rated their assessment of the
workplace only positively, 3/4 of respondents believe that there is a high probability of losing
their job (Figure 11). Only 8.3% are confident of their future in the workplace, while 16.7%
of respondents found it difficult to respond.

Pretty fast

1 hesitate to
answer _\
16.7%

2.7%

1 will not look
for a new job
27.0%

The search will
be long
35.1%

8.3%

I will not be
able to find a
new job
35.1%

Figure 11. Possibility of losing workplace and finding a new job
Source: author’s own development

As for the opportunity to find a job, in case of losing the current one, just one person believes
that he will find another job quite quickly, while 27.8% of respondents wouldn’t even take
any efforts to search. 35.1% think they will not be able to find a new job and also 35.1% say
that the search will be long.

According to respondents, working pensioners face a number of difficulties among which
most often they insist on the impossibility of finding a job after their basic profession or
specialty. Under “Other” option, poor health is mentioned (Figure 12).
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1) Impossibility to find a job after the basic
profession / specialty

44.4%

2) Difficulty in getting a new profession, specialty 30.6%

3) Bad work conditions, uncomfortable working
regime

4) The bad attitude from the administration, the
. 16.7%
trade unions
5) The bad attitude from young colleagues 13.9%
6) Inequity in remuneration, payment of bonuses,

22.2%

19.4%

I

etc.

7) Employed pensioners do not have any special

0,
problems compared to oother employees 13.9%

8) Other 5.6%

Figure 12. Difficulties faced by working pensioners
Source: author’s own development

Many respondents (61.1%) believe that if older people express the desire to continue their
work, no one should forbid them. Although some people regret that elderly people are forced
to work at an old age (16.7% of respondents), others (16.7% of respondents) support the view
that working after retirement has both positive and negative aspects. 2.8% of respondents
believe that elderly people should continue to work also at an old age. The same number of
respondents believes that pensioners should give way to the younger generation.

On the positive side, we can mention receiving pension together with the salary. In the
opinion of a large number of respondents (92%) it is natural to keep both a pension and a
salary. Only one respondent considers that the total monthly income of the working pensioner
should not exceed a certain level. And 5.6% believe that if the salary is high, then there is no
need for a pension, which is small in any case.

Although 81% of respondents appreciated their health condition as satisfactory or even good,
however, among the possible reasons for renouncing to work activity is health (72.2%), taking
account of its worsening with the passage of the years (Figure 13).

1) Family reasons i 19.4%

2) Bad health

2.2%

3) Lack of vacancies in the locality

4) There is no possibility to be hired by
specialty

5) Appropriate pension size

Figure 13. Possible reasons for quitting work (multiple responses)
Source: author’s own development
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Of particular interest is the fact that, according to respondents, the size of pension is sufficient
to cover the needs of the elderly people, so that they no longer continue working after
reaching retirement age according to the existing legislation. 78% of respondents believe that
this amount should be more than 4000 MDL. Only a small part of respondents believes that
an amount of 2000-3000 MDL would be enough. That can be explained by the area of
residence. People living in cities need higher incomes to pay for community services, public

transport expenses etc.

In terms of daily difficulties faced by elderly people, health problems are most often
mentioned (Figure 14), as well as lack of money for basic needs. Other difficulties are not so

E-ISSN 2345-1483

relevant, although they also affect the living standards of the elderly people.

1) Health problems

2) Insufficient communication

3) Insufficiency of money for basic needs
4) Insufficiency of money for leisure

5) The feeling of loneliness

6) Psychological problems (anxiety. fear)

7) The feeling of utility for society,
family, relatives

11.1%

80.6%

72.2%

Figure 14. Difficulties faced by elderly people

Source: author’s own development

Difficulties that older people face daily make them skeptical regarding the support from the
state and make them rely solely on themselves (36.1%). However, 36.1% of respondents still

affirm that government assistance is also necessary (Figure 15).

#We are citizens with full

rights

#We can no longer be full
members of society

#We can only count on our
close relatives

#We can count on the help of
our neighbors, the local
community

#We can only rely on
ourselves

M State aid is needed

Figure 15. Elderly people assessment of their life in our society

Source: author’s own development
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At the end of the questionnaire, respondents were asked to give their opinion on how to solve
the problems that older people face. Most respondents insisted on government assistance to
improve the material and social conditions of older people (Figure 16), such as provision of
various medical benefits and other services.

1) Assistance from the state through the adoption of legislative acts that |
improve the social and material state of the elderly people _
69.4%

2) Assistance from public organizations through volunteering | 0.0%

3) Help of children, relatives | 22 29

4) Respect for the elderly people by offering various benefits in medical
services and other services

5) Granting money support = 27.8%

6) Supporting the elderly through the social networks 13.9%

61.1%

7) Other 5.6%

Figure 16. Ways of solving the problems of the elderly people in our society

Notes: *1) Assistance from the government through the adoption of legislative acts that improve the social and
material conditions of elderly people
Source: author’s own development

5. Recommendations on reducing the exclusion of the elderly people from the labor
market of the Republic of Moldova

Reaching retirement age is traditionally regarded as a “delicate” barrier that does not mean
mandatory termination of work activity, but which indicates certain changes in the
professional status and competitiveness of elderly people on the labor market. The legislation
treats and protects the occupational status of pensioners in a special way. For the State, a
pensioner is primarily a subject of social policy, financially protected by a pension. The
professional status of an elderly person and the measures necessary to protect this status are
secondary.

Older people are not competitive on the labor market. Without making efforts to improve the
labor market situation and maintain unchanged the professional status of the pensioner, the
State actually transfers the responsibility for protecting the occupational status of the
pensioner on the employer.

Having an older employee, the employer may face a number of problems due to the
complexity of the professional status of the pensioner. On the one hand, aspects such as
length of service, professionalism, and company loyalty can add value to the employee. On
the other hand, a modern enterprise exists, as a rule, in a competitive environment where the
manager’s goal is to develop staff and increase work efficiency. The age of a pensioner
significantly reduces his / her prospects and ability to fully meet the employer’s requirements.
Current legislation does not allow the separation of abilities of an older employee based on
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his/her age needs. Often, an employer has to come up with semi-formal strategies to keep
older employees as staff members.

The official positions of teachers, mentors, and consultants could help solve such difficulties,
make the position of pensioners more legitimate and more justified, and could contribute to
the formation of a common positive image of an employed elderly person.

Analysis of data from the conducted study highlighted the main problems encountered by
elderly people, which will be described below.

Thus, based on respondents’ opinion, they need state assistance in order to maintain a decent
standard of living for elderly people. This can be expressed not only in the form of
allowances. It is necessary to use innovative methods for including older people in the
structure of the labor market.

For elderly people who have reached retirement age not to be dismissed from workplaces, to
be placed in the workplace further on, it is necessary to take certain measures to solve the
problem of pensioners’ employment.

The units of the National Employment Agency have limited opportunities for providing real
assistance in finding a job for retired pensioners, referring to the refusal of employers
regarding these applicants by age and health condition. In order to increase the number of
employed elderly people, the state needs to create special employment services that will
exclusively deal with the problems of hiring elderly people, namely: help them at hiring,
monitor their health condition, if there are inconsistencies associated with their abilities
and/or health condition to assist in finding new jobs.

The problem of State financing of programs and measures to ensure the employment of
pensioners (both at the republican and regional levels) requires study.

State assistance for the employment of pensioners involves:
- support for businesses and organizations that create new jobs for pensioners;
- creation of permanent jobs;
- development of an infrastructure of institutions’ and enterprises for the employment
of pensioners.

A special retirement program could help employed pensioners to generate the income they
need for a well-deserved rest after finishing their work activity.

Thus, in our opinion, the State should change the concept of legislation on the pension
system, giving pensioners the possibility to work after retirement:

- Pensioners do not need to occupy jobs of interest to young people. This is explained
by the policy pursued in recent years by our State, namely the promotion of young
workers.

- Employed pensioners, in addition to salary, should receive 70% of the pension, and
the rest is accumulated as long as they work, and after completing their work, they
receive the entire amount of pension.

- An increase in the size of pensions for employed pensioners in the post-retirement
age.

We believe that these innovations could play an important role in improving the position of
pensioners.
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The measures proposed to reduce the social exclusion of elderly people from the labor market
of the Republic of Moldova will allow not only improve the financial position of pensioners
and increase their social status, but also use the accumulated experience and knowledge of
this category of citizens in order to develop social and other areas of society.

6. Conclusions

Overall, after conducted research and detailed analysis of the questionnaires, we can say that
practically all respondents participating in the opinion survey continue their work, because
their financial situation is precarious due to a small pension that cannot cover even basic
needs. However, despite all measures to reduce the social exclusion of the elderly people,
measures proposed by the author and those actually undertaken by the State, it should be
noted that many elderly people have expressed the desire that the state get more involved,
offering both financial support, in the form of an increase in the amount of pension, and social
assistance (by guaranteeing free and quality medical services, etc.). Thus, guaranteeing a
decent lifestyle for elderly people, they will not be forced to continue working after reaching
retirement age (according to the existing legislation), only if for their own pleasure.
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Rezumat

Problema excluziunii sociale a persoanelor varstnice a devenit actuala nu doar pentru Republica
Moldova, dar si pentru un sir de tari europene. Scopul articolului este de a depista factorii care determind
excluziunea sociala a persoanelor varstnice in domeniul relatiilor sociale si de munca si dificultatile reale cu
care acestia se confruntd pe piata fortei de muncd din Republica Moldova. In cadrul articolului dat ne-am
propus sa introducem in circuitul stiintific sinteza rezultatelor sondajului de opinie privind excluziunea sociala a
persoanelor vdrstnice de pe piata fortei de munca din Republica Moldova, care si dupd atingerea varstei de
pensionare conform legislatiei in vigoare, sunt ocupati in campul muncii. Conform datelor studiilor empirice,
sunt prezentati cei mai importanti factori ai excluziunii persoanelor varstnice in domeniul social si de munca:
vdrsta, nivelul de educatie, mediul de resedinta, statutul profesional pdna la atingerea vdrstei de pensionare,
autoevaluarea sandtatii si a nivelului de trai, etc. Rezultatele obtinute au contribuit la elaborarea unor
recomandari privind incluziunea sociald a acestei categorii de persoane pe piata fortei de munca.

Cuvinte-cheie: excluziune, persoane virstnice, piatd a fortei de muncd, pensionari ocupati in cdmpul muncii

Annomauusn

Ilpobnema coyuanvHoll UCKIIOYEHHOCIU NONCUTBIX TH00ell CMAald aKMYalibHOU He MOAbKO O
Pecnybnuku Mondosa, Ho u 011 psda esponetickux cmpat. Llenvto cmamou s6ns1emcs @visagieHue axkmopos,
ONnpeoenAIouUx COYUAIbHYIO UCKIIOYEHHOCMb NOXCUNBIX T00ell 8 chepe COYUuanrbHO-mpyo0o8blX OMHOUIEHUL U
DeAbHbIX MPYOHOCMel, ¢ KOMOPbIMU OHU CIMAIKUBAIOMCA HA pvlhke mpyoa Pecnybnuku Mondosa. B cmamve
Mbl HAMEPEHbl 66ECIU 8 HAYUHBIL 000POM CUHME3 PE3YIbMAMO8 ONPOCd 0OWECMBEHH020 MHEHUSL O COYUATLHOL
UCKTIOYEHHOCTU NOJICUTBIX TT00el Ha puiHKke mpyoa Pecnybauxu Mondosa, komopule, dadice nocie 00Cmudicenus
NEHCUOHHO20 803paAcmd, MpyOOyCmpOoeHbl 8 COOMEEMCMEUY ¢ Oeticmeyiomum 3akonodamenscmeom. Coenacro
IMAUPULECKUM UCCTIe008AHUIM, NPEOCMAseHbl HAUboIee 8adICHbLe (DAKMOPbI UCKTIOYEHHOCU NONCUTBIX TT00el]
8 COYUANLHO-MPYOOBOU cghepe: 803pacm, yposenb 00PA308aHUs, MECMO HCUMENbCMEA, NPOpecCUOHATbHBII
cmamyc 00 00CMUIICEHUsL NeHCUOHHO20 803PACMA, CAMOOYEHKA 300P08bs U YPOBHs dicushu u m. 0. Ilonyuennvie
pe3yibmamsl CHOCoOCME08aNU pa3pabomKe pPeKoOMeHOayull No COYUANIbHOU BKIOUYEHHOCMU MOl Kame2opuu
Jo0ell Ha pviHKke mpyod.

Knroueewvie cnosa: UCKJIIOYEHHOCNb, NOJACUTIbLE ﬂioc)u, PBIHOK mpy()a, pa6oma}0u;ue NEeHCUOHepbL
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NOTES FOR AUTORS

The ,,Journal of Research on Trade, Management and Economic Development” (JRTMED)
welcomes the submission of original research papers for publication that meet the general
criteria of scientific excellence.

Topics covered by JRTMED include, but are not limited to the following areas:
o Strategies and policies for domestic trade development
e Domestic trade regulation
¢ The impact of government policies on the development of trade
¢ Anti-dumping and unfair trade practices issues
¢ Development of internal market and consumer protection
e Challenges, performances and tendencies in the organization management
e Management Reengineering and streamlining of business
Management of change, innovation and quality
Management and marketing of commercial enterprises
Issues of quality and competitiveness of the products within the global economy
Business policies, strategies and performances
Innovation and product development
Policies for economic growth and development: problems and solutions
Strategies and models of sustainable economic growth and development
¢ The evolution of accounting, auditing, finance as practical activities and economic
science
e [ssues of the educational - economic sector
e Training and professional development of specialists in the economic-commercial field.

Technical and editorial issues:
Papers will only be submitted in English;
Total content of the articles should be 6-15 pages (references included);
A good correspondence between title and content of the article is necessary;
The paper will have the following structure: title, name(s) of author(s), abstract,
keywords, JEL classification, expanded content of the paper, references;

e The main elements of the scientific paper will be: the summary (in Romanian, English
and Russian), the keywords (in Romanian, English and Russian), 1. Introduction, 2. The
degree of investigation of the problem currently, and purpose of research, 3. Methods and
materials applied, 4. Results obtained and discussions, 5. Conclusions, References;

o A clear definition of the terms used is recommended,

e Do not use page numbering, inserting lines, headers and footnotes;

e The text must be typed in one column format;

e Decision regarding publishing of the article in the review is approved at the meeting of
the Editorial Board;

e The article must be written exclusively in Microsoft Word and it will be sent to the
Editorial Board by e-mail at jrtmed@uccm.md.

The paper must respect the following Template (http://jrtmed.uccm.md/files/Template.doc)
Editorial Board JRTMED
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