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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.
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Abstract

Co-operatives are a distinct dimension in international economic and social activities. They are
constantly expanding and developing, becoming an important player in the social economy, due to the influence
they have on socio-economic development of any country. Consumer co-operatives in the Republic of Moldova
are part of the global system of co-operatives, and have an important role in the implementation of national
economic and social policies. At the same time, current challenges, amplification of globalization and
competition, as well as the need to stimulate the development of consumer co-operatives require new innovative
solutions in this area. The objective of this research was to identify the strategic priorities for the medium-term
development of consumer cooperation. To achieve this, the trends in the development of the country’ co-operative
sector in recent years were analyzed, the challenges faced by co-operatives and the internal needs for changes
were highlighted, and the progress made by co-operative enterprises at the international level was assessed.
Research was based on the use of complex methodological tools. The research results formed the basis of the
Strategy for the Development of Consumer Cooperation in the Republic of Moldova for the period 2020-2023,
which has been approved at the XVII Congress (August 2020) and is being implemented currently.

Keywords: consumer co-operatives, strategic priorities, economic development, managerial reengineering

1. Introduction

Co-operatives play an important role in contemporary society due to the influence they have
on the socio-economic development in any country. Co-operatives have become an important
pillar in international and European policies of economic development, cohesion and social
inclusion due to the variety of promoted activities, level of population involvement, their
contribution to the improvement of the quality of life and development of communities.

In this context, it becomes particularly important to promote and encourage innovative and
sustainable development of consumer cooperation in Moldova in terms of economic
development of the co-operative sector and its impact on the economic and social
development of the country. Such development should be focused on the integrative processes
of efficient use of co-operative system resources, on the continuity of the institutional
framework restructuring, on the expansion of co-operative community and its position in the
domestic and foreign markets, on the implementation of innovative solutions into the
activities of co-operative entities.

Starting from 1863, during its activity the country’s consumer cooperation managed to
respond to the challenges of the time, still remaining in the national economy system and
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contributing to its development.

And, at present, the activities of consumer cooperation faces multiple challenges, obstacles,
while having various opportunities for development. In this context, it becomes imperative to
highlight these challenges and identify solutions for the development of the country’s co-
operative system. This desideratum becomes particularly important in the context of strategic
planning for the development of the co-operative system.

2. The extent of the current study of the problem, objective of the study

Currently, co-operatives are an important segment of the national economy of any country,
due to their impact not only economically, but also socially, as well as the orientation of their
services to meet the needs of co-operative members and population in the area of their
activities. For this reason, co-operatives are assigned to the area of social economy according
to international regulations and policy documents.

The United Nations Resolution (2009) ,,Co-operatives in Social Development” [7], ILO
Recommendation on the Promotion of Co-operatives (193/2002) [18], as well as the
Communication on the Promotion of Co-Operative Societies in Europe (2004) [5], the
European Parliament Resolution on the Contribution of Co-operatives to Overcoming the
Crisis (2013) [10] and other international documents are aimed at supporting this form of
activity and encouraging governments, academic and research environment to contribute to
the development of co-operatives by improving legislation, identifying and implementing
innovative forms of co-operatives and co-operative activity, promoting education in this area
based on international principles and good practices.

The importance of research in this area is also due to the size of the co-operative sector
around the world. According to the International Cooperative Alliance (ICA), there are more
than 3 million co-operatives worldwide, with 1.2 billion members [13]. The development of
the co-operative sector involves millions of employees. Co-operatives provide more than 250
million jobs worldwide, 20% more than multinational companies. Within the G20 countries,
co-operatives employ about 10% of total employed population [14].

In the context of the above, research in this area, focused on identifying innovative solutions
for cooperatives development, acquires major values and is in the attention of various
research and educational institutions (ICA Committee on Cooperative Research [11],
International Center for Research and Information on the Public, Social and Cooperative
Economy - CIRIEC [12], and universities) and researchers from different countries.

Thereby, the subjects referring to the role of co-operatives in the social economy are in the
attention of C. Borgaza, Dependi S. Ermanno T. [4]; issues concerning the development of
co-operative legislation are being investigated by Cracogna, D., Fici A., Henry H. [8];
aspects addressing the nature of the co-operative activity are studied by Petrescu C. [17],
Crisan 1. [9]; issues related to the argumentation of the co-operative business model are
examined in the works of Birchall J., Ketilson L. [3], Zeuli K. [26]; the role of co-operative
principles and values for co-operative business development is exposed in the publications by
Novkovic S. [16]; the new models of co-operative governance are addressed by Banaszac I,
7
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Beckmann V. [2]; the strengthening of indigenous knowledge, human rights, and the
principles and values of co-operation are examined by Priscilla S. [25] and others.

The latest research results of the world scientists on co-operative issues are reflected in the
Review of International Co-operation, published under the auspices of the ICA Committee on
Cooperative Research [19], Annals of Public and Cooperative Economics, edited by CIRIEC
[1] and other publications. At national level, recent research in the field of co-operative
development is presented in the Journal of Research on Trade, Management and Economic
Development [15], monographs [20, 23], and publications of Moldovan researchers (such as
L. Savga, V. Sitnicenco, N. Serban [21, 22, 24, 27] etc.) particularly from the Trade Co-
operative University of Moldova.

A particularly important compartment in the area of co-operative activity research aims at
strategic planning for the development of co-operatives at national level, which should take
into account the specific operating conditions of co-operatives, the challenges of internal and
external environment, best practices and efficiency of co-operatives in other countries and
regions. This is due to the fact that a well-founded and well-designed medium-term
development strategy ensures the progress and sustainability of co-operatives’ activities and
contributes to the increase of their impact on the socio-economic evolution, development of
settlements and well-being of the population.

Based on the foregoing, the purpose of this research is to analyse the development trends of
consumer cooperatives in the Republic of Moldova, highlight the challenges it faces, assess
internal needs for changes, determine the methodology for designing the development
strategy of the co-operative system in the medium term, define strategic priorities and future
directions for action in order to move to another qualitative level of development.

3. Methods and materials applied

Research methodology included the study of relevant reports on the implementation of
national strategic development programs, sectoral programs and recorded progress; analysis
of the implementation of Consumer Co-operative Development Strategy for the period 2016-
2019 [6]; PESTEL analysis of consumer co-operatives activity as well as of encountered
challenges; social and economic analysis of the consumer co-operatives activity; evaluation
of European regulatory and strategic development framework for co-operatives; analysis of
statistical data, reviews, social and economic reports; other relevant documents in this field.
At the same time, the needs and expectations of stakeholders (members, employees, other
beneficiaries of co-operative services, authorities, etc.) were identified and the key actors
were consulted on the challenges and visions of future cooperative development.

Identification of strategic priorities for the development of country’s consumer cooperatives
was based on the following principles: participation and transparency, -efficiency,
complementarity of resources and innovation.

To carry out the study the following research methods have been used: systemic and
problematic approaches, as well as statistical methods, synthesis, induction and deduction
methods, comparative analysis, benchmarking, modelling, and forecasting methods, etc.
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4. Results obtained and discussions
4.1. Evolutions and trends in the development of consumer cooperation and factors that
influence it

Traditionally, consumer co-operatives offer a wide range of services and the promotion of
various activities, such as retail and wholesale trade, purchase of agricultural, animal origin
and other products and their processing, provision of various services, including educational,
market and public catering services, thus, subordinating their activity to the interests of its
members and population in their area of activity.

Currently, Moldovan consumer co-operation system associates 106,5 thousand co-operative
members (co-operators), integrates 142 economic agents, including 88 consumer co-
operatives; 1600 trade units; 176 catering facilities; and 21 markets. Consumer cooperation is
present in about 770 settlements of the country, serving the population, mainly in rural area.
During its existence, consumer cooperation has also developed its own educational system
that currently integrates four educational institutions representing vocational and higher
education.

In the recent years, particular attention has been paid to infrastructure strengthening. The
development of infrastructure and capitalizing on the existing potential have contributed to
growth in some areas of activity in the period 2016-2019: retail sales increased by 3.3% in
this period, wholesale sales increased by 29.2%, constituting cumulatively 3224.2 million lei
and 495.4 million lei, respectively, in the reference period; provision of paid services to the
population increased by 14.6%, amounting to 662.9 million lei in 2016-2019, purchase of
products (agricultural and animal origin, other nature products) amounted to 291.5 million lei;
manufacturing of industrial production amounted to 205.7 million lei for the same period; the
volume of export amounted to 34.4 million lei.

Although the entities of consumer co-operatives operate in conditions of insufficient financial
resources, the co-operative system has invested in its own development about 57.8 million lei
in recent years. However, the lack of necessary investments and the unattractiveness of the
system for external investors remains an important obstacle to the sustainable development of
consumer co-operatives for the long-term.

In 2016-2019, the contributions of consumer co-operative system to the consolidated budget
has also increased due to the payment of taxes, fees, contributions to social and health
insurance, in the amount of about 478.3 million lei. Payments to the consolidated budget have
increased by 14.4% over the past four years compared to 2012-2015.

However, the consumer co-operatives system of the country is influenced by multiple factors,
both of incentive and reverse action. Their analysis made it possible to single out, among the
main factors that contribute to further evolution of the consumer cooperation, the next:

e participation of co-operative entities in the implementation of national, regional and
local development programs,
e strengthening of integration and associative processes,
e diversified nature of the cooperative system’ activities (trade, production,
procurement, services, etc.),
o further expansion of the areas of co-operative activity in accordance with the needs
9
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At the

of society and good international practices,

established sales market, penetration into the new internal markets and market
niches (urban, regional, etc.) and the external market,

economic participation of members in the activities promoted by co-operative
entities and in the decision-making process,

experience in economic activity, development of partnerships with public
authorities in order to support the development of co-operative services in rural
areas,

capitalizing on the internal potential of consumer cooperation and innovative
development of the system,

motivating co-operative members and employees to participate and to contribute to
the development of co-operatives,

strengthening the community of co-operative members and recruiting new
members,

formed image of a socially-focused system,

human resources with experience in the co-operative sector,

promoting research, innovation and development projects of consumer cooperation,
own infrastructure dispersed throughout the territory of the republic, constant
modernization of co-operative infrastructure and technological processes,
implementation of modern business models and activities based on ICT,

supporting the worldwide co-operative movement, etc.

same time, among the factors that hinder the development of the consumer co-

operatives sector, the following are distinguished:

unfair competitive environment for all economic entities operating in the domestic
market,
diminishing the positions of co-operative sector by segments of economic activity,
low profitability of economic activity in some areas, generated mainly by the social
nature of co-operative benefits in rural localities,
decrease of the income and the purchase power of the served population, and
reduction of population in the area of co-operative activity,
lack of financial resources to implement extensive programs of infrastructure
modernization and renovation, and expansion of activities,
diminishing the co-operative members interest in supporting and developing co-
operatives in the absence of efficient mechanisms of economic and social
motivation,
imperfection of legislative and regulatory framework regarding the consumer co-
operatives,
underestimation of the consumer co-operative system by public authorities and the
role played by co-operative enterprises and organizations in the implementation of
national social policies, lack of support to socially-focused co operative activities in
remote or less-populated areas,
negative demographic trends in the country, migration of the population, including
economically active labour force, trends for decreasing demand at local and
national levels,

10
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e insufficient awareness of the population regarding the benefits offered by consumer
co-operatives,
e low interest of young people for association in consumer co-operatives, etc.

Currently, consumer co-operatives should continue the evolutionary positive processes and
adopt a strategic position towards the challenges and opportunities of internal and external
markets. Despite many development challenges, there are also many opportunities that can
and should be harnessed.

4.2. Strategic objectives for the development of consumer cooperation in 2020-2023

The analysis of consumer co-operatives activities, assessment of faced challenges and factors
with impact on the co-operative system operation have contributed to the establishment of
priorities for further development of consumer co-operative sector, among which:

= development and diversification of economic activities, increasing the
competitiveness of the co-operative system;

= increasing the efficiency of financial and economic activities of consumer co-
operatives and ensuring their sustainable development;

= managerial reengineering of the co-operative system and its business processes,

* motivation and development of human resources involved in co-operative activity.

Let us further examine priority areas for the development of co-operative activity according to
the above priorities.

Actions in the area of development and diversification of economic activities and increase
of co-operative system competitiveness are aimed primarily at the following.

The improving of the commercial activity requires:

e development of an integrated trading system in the framework of consumer co-
operatives system,

e modernization and development of co-operative commercial units infrastructure,
renovation of existing stores, design of new types of stores, endowment of
commercial units with modern equipment and technologies,

e encouraging the expansion of ,,Coop” brand stores, in particular of ,,CoopPrim” and
,CoopPlus” networks, as well as specialized commercial stores,

e diversification of forms of sales through the use of methods that are known, but not
used by co-operative organizations, such as mobile trading, home sales, sales by
order, sale of goods on credit, etc.,

e centralization of goods purchasing function for the entire trading system of
consumer co-operatives, establishment and development of direct commercial
relations with manufacturers and suppliers from the country and abroad,

e centralization of products distribution function within a co-operative system in
order to optimize logistics, advertising and administrative costs,

e development and promotion of own trading brands for manufactured and/or
marketed products, for services offered through consumer co-operative’s networks

and trade units,
11
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e digitization of commercial activities, creation and development of online stores,
implementation of electronic payment system, implementation of modern electronic
marketing tools, automation of business processes within co-operative business,

e providing consumers with facilities for provision of maintenance and repair
services at the place of purchase or near commercial units,

e diversification of products manufactured for the foreign market, efficiency in
promoting export offers of consumer cooperation, etc.

Further development of public catering services will focus primarily on diversification,
renewal, improvement of the quality of products and services. Future actions are aimed at:

e re-equipment and refurbishment of public catering units;

e creation of a modern network format of co-operative public catering units;

e expanding the manufacture of confectionery and culinary products, semi-finished
products, etc. by the public catering units and distribution of products both through
the trading network of co-operatives and through other commercial units, public
institutions;

e promotion of public catering services in the electronic and other traditional media;

e integration of co-operative public catering enterprises into the tourism industry;

e improvement of the quality of products developed in public catering units and
enlargement of services offered to consumers, implementation of consumer loyalty
programs, etc.

The objectives of the procurement of agri-food products activity development are focused on
providing the business with adequate resources, both qualitatively and quantitatively, in due
time and space, and at minimum cost. However, lack of financial resources necessary for the
development of infrastructure and endowment with modern equipment and technologies,
limited opportunities to ensure long-term storage of purchased products, inconsistency of the
quality of purchased products with national and international standards, lack of a complete
system for marketing and processing of purchased products, unfair competition in the agri-
food market, etc., limit the development of this sector.

Stimulation of this sector’s development is aimed primarily at assessing the procurement
potential of consumer co-operatives system in terms of: agricultural specialization of the
country’s regions and districts, capacity of enterprises and co-operative organizations,
investment needs and identification of development priorities for the sector, its transformation
into an attractive one for both internal and external investment.

To ensure the competitiveness and sustainability of the procurement sector, it is advisable to
create a republican-level cooperative enterprise specializing in the purchase of agricultural,
agri-food and other products, their processing and distribution, with well-developed regional-
level infrastructure and appropriate technical, material and logistic infrastructure (warehouses,
refrigerators, vehicles, marketing, etc.) that would be part of a circular economy. Chain
reunion of acquisition, production, sale and catering activities would have a high synergistic
and cumulative effect.

Along with the procurement area, it is required to develop the processing sector, which

represents an important source of the formation of the product offer. Traditionally, the co-

operative’s industry is focused primarily on production of goods for basic needs, including
12
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bread and bakery products, confectionery, pasta, sausages, drinks, etc.

Sustainable development of this sector calls for the following actions, which would contribute
to effective development of the industrial sector:

identification of priorities and strategic directions for the development of co-
operative industry, assessment and economic and financial diagnosis of each
enterprise within the industrial complex, highlighting enterprises that correspond to
strategic goals in this area, reconversion or elimination of unprofitable ones, their
alienation and investment of obtained resources in infrastructure development;
integration of production structures (enterprises, departments) into a single complex
with the centralization of certain functions (design and development of new
products, joint information infrastructure, joint distribution system, etc.);

increasing product competitiveness and ensuring economic efficiency of co-
operative manufacturing enterprises;

attraction of internal and external investment sources for the modernization of
infrastructure, technical base and production technologies, etc.

An important factor for sustainable operation and development of co-operative organizations
and enterprises is to ensure financial balance, as well as to increase economic efficiency of
consumer co-operatives activities.

In order to improve the efficiency of economic and financial activity of consumer co-
operatives and ensure sustainable development, the following actions have become
imperative:

diagnostics of the activity of cooperative economic entities from an economic point
of view and their liquidation/reorganization;
optimization of economic activities, entry into new markets, diversification and
expansion of co-operative services, infrastructure modernization and
retechnologization in all areas of co-operative activity;
implementation of effective tools in order to stimulate managers and employees for
their performance, to reward contributions of co-operative members depending on
their participation in the formation of social capital and the activity of co-
operatives;
strengthening investment potential by attracting funds from co-operative system
employees, attracting external financial sources (loans, credits, deposits, etc.) from
various third parties, without losing co-operative identity, applying for
microfinance projects, technical assistance and other projects, accessing European
funds for the development of co-operative infrastructure, introduction of investment
reward mechanisms depending on the results of economic activity of co-operative
entities;
support from the local public authorities to co-operative activities in communities
where such activities are unprofitable but requested by the population, which can be
carried out in various forms (exemption or reduction of taxes on the location,
provision of subsidies for economic activities with social impact, etc.);
assessment of international experience in relation to existing models and practices
regarding participation of non-user financing organizations in co-operative
13
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activities and transfer of best practices to the consumer cooperation system of the
country, etc.

In order to meet the challenges of the competitive environment, consumer co-operatives
should constantly change not only in terms of its infrastructure modernization, but also in
terms of organizational and managerial optimization. Managerial reengineering of the co-
operative system and business processes are aimed, first of all, at rethinking and re-designing
the consumer co-operatives system, at reorganizing and optimizing the managing bodies of
co-operative entities.

Organizational and managerial optimization of the consumer co-operatives system implies
mainly the creation of integrated (both vertical and horizontal) and associative structures,
regardless of the territorial area of operation and profile of economic activity (wholesale or
retail trade; procurement-processing-storage-distribution of agricultural products, etc.), with a
single management system and unified administration of material, technical, financial, human
and information resources, within which the principles of equal cooperation prevail.

Processual redesign requires the implementation of new business processes, particularly of
those based on the use of ICT as well as the modernization of existing ones based on value-
added activities.

These and other proposals formed the basis of the Consumer Co-operative Development
Strategy for the period 2020-2023, developed under the coordination of the author of this
paper, which was approved at the XVII™ Congress of Consumer Co-operatives (August 26,
2020). The implementation of the Strategy will contribute to the consolidation of internal
potential of the co-operative system, will stimulate its economic growth, progress and
sustainable development. This will increase the indicators characterizing economic and
financial activities of co-operative entities: turnover growth by about 2-4% annually, and
increase of consumer co-operative income on average by 3-6% annually.

5. Conclusions

Co-operatives are recognized worldwide as key players in the social economy, employment
and inclusion policy. The development of co-operatives, especially of consumer co-
operatives, in the Republic of Moldova also plays an important role due to their contribution
to socio-economic development and to the growth of population’s well-being.

In the context of a constantly changing socio-economic environment, national consumer co-
operatives should continue its evolutionary positive processes and take a strategic position in
relation to the challenges and opportunities of the internal and external markets. Despite the
fact that there are many challenges in development, there are also many opportunities that can
and should be taken advantage of. Their analysis in this research and identification of
strategic priorities for the development of consumer co-operatives of the country in the next
four years, as well as the key actions required in this context, regarding their implementation,
will contribute to strengthening competitive advantages of the national co-operative system,
to quality and innovative development of the promoted activities and to maximizing the
benefits that can be obtained by co-operatives, as well as by the population within its area of
activity.
14
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Rezumat

Cooperativele constituie o dimensiune distinctd in activitatea economica si sociald la nivel international.
Acestea sunt in continud extensie si dezvoltare, devenind un actor important al economiei sociale, datoritd
impactului pe care il au asupra dezvoltarii socioeconomice in orice tard. Cooperativele de consum din Republica
Moldova sunt parte a sistemului global al cooperativelor, acestora revenindu-le un rol important in realizarea
politicilor economice si sociale nationale. Totodatd provocarile actuale, amplificarea globalizarii si concurentei,
precum §i necesitatea dinamizarii dezvoltarii cooperativelor de consum solicita noi solutii inovative in domeniu.
Identificarea prioritdtilor strategice de dezvoltare a cooperatiei de consum pe termen mediu a constituit
obiectivul prezentei cercetari. Pentru realizarea acestuia au fost analizate tendintele in evolutia sectorului
cooperatist din tard din ultimii ani, evidentiate provocarile cu care se confruntd cooperativele si necesitatile
interne de schimbare, evaluate progresele inregistrate de intreprinderile cooperatiste pe plan international.
Cercetarea s-a bazat pe utilizarea unui instrumentar complex metodologic. Rezultatele cercetarilor au constituit
fundamentul Strategiei de dezvoltare a cooperatiei de consum din Republica Moldova pentru perioada 2020-
2023, care a fost aprobata la congresul XVII (august 2020) si este pusa in aplicare.

Cuvinte-cheie: cooperative de consum, prioritdti strategice, dezvoltare economicad, reengineering managerial

Annomauusn

Koonepamuevr npeocmasasarom coboii 0cobwbili cecmenm 3KOHOMUYECKOU U COYUANbHOU 0essmenbHOCU
HA MeNCOYHApoOHOM ypoeHe. OHU NOCMOSHHO PA36UBAIOMCA, CMAHOBACL BAICHBIM USPOKOM COYUANLHOU
9KOHOMUKU, 01A200apsi GIUAHUIO, KOMOPOEe OHU OKA3bIBAIOM HA COYUANLHO-IKOHOMUYECKOe pasgumue 0ol
cmpanvl. Tlompebumensvckue koonepamusvl 8 Pecnyonuxe Monooea saenssiomes yacmuvio 2106a1bHOU cucmembl
KOONepamugos u uspaiom 6adiCHyIo po.ib 8 pearu3ayuu HayuoHAIbHOU IKOHOMUYECKOU U COYUANbHOU NOJIUMUKU.
B mo oice epems, cospemennvie 6bi306bl, yCuneHue 2100anu3ayuu U KOHKYpEeHYuu, d makdice HeobXooumocmeo
Pazeumus nompedumensbCcKux Koonepamugog mpeoylom HOGbIX UHHOBAYUOHHLIX peuieHuti 6 3mou o0aacmu.
Lenvio dannozo uccnedoanus A6UNOCH OnpedeieHue CMpamesuiecKux npUoOPUmMemHuix HanpasieHull pa3eumus
nOMpeOUMenbCKoll KOOnepayuu Ha CpeoHecpounvlll nepuod. [[is 29moeo Oviiu NpoaHamu3uposamnvl meHoeHyuu
PA36Umus KOONepamusHo20 CeKmopa 6 Cmpaue 3d NoCiedHue 200bl, GbloeneHbl NpoOaeMbl, ¢ KOMOPLIMU
CMANKUBAIOMCS KOONEPAMuUGsl, GblAGIEHbl GHYMPEHHUE NOMPEOHOCMU 8 USMEHEHUSX, 4 MAKJICe OYEHEeH ONblMm,
00CMUSHY MBI KOONEPAMUSHBIMU NPEONPUAMUAMU HA MENCOYHAPOOHOM ypoeHe. Hccnedosanue ocHogano Ha
UCNONBL30BAHUY  KOMNAEKCHO20 Memoou4eckozo nooxoda. Pezynbmamer ucciredosanus aeiu 8 OCHOBY
Cmpamezuu paseumusi nompebumensckol koonepayuu Pecnyonuxu Monoosa na nepuoo 2020-2023 20008,
xomopas ovina ymeepacoena Ha XVII cveszoe (aseycm 2020 200a) u Haxooumcs 6 cmaouu pearu3ayuu.

Knroueswvie cnosa: nompebumensckue Koonepamusnl, cmpamezuieckie npuopumemsl, IKOHOMUYECKoe
paszeumue, peUHNICUHUPUHS YAPABLEHUs
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Abstract

The standardization of accounting and the international context of globalization are changing
dramatically its content from both an economic and a legal point of view. The art of an accountant is manifested
by his professional capability to anticipate the most effective factors affecting the current state of profitability and
its growth and achieving high cost effectiveness of the enterprise.

The accounting system is based on the principles of recognition and valuation of accounting elements,
including long-term and current assets, liabilities consisting of equity capital and debt, revenues, expenses, as
well as costs resulting from the economic and financial activities of the enterprise. The condition and changes of
these elements depend on the efficiency of selected methodological techniques and methods of their recognition
and valuation, recommended by the regulatory and legislative acts on accounting.

This paper examines situations of both economic and legal nature, in which the quality of accounting
objectivity and reliability should be observed in the process of fulfilling the requirements of the National
Accounting Standards (NAS). In compliance with the NAS basic conditions, the model is represented by the
annual accounting policies of the economic entities of the Republic of Moldova. The paper considers some
problems of the accounting policies content regarding the influence of various factors related to recognition and
valuation of the financial accounting elements on changes in the accounting profit.

The author considers issues of the content of financial policy from the point of view of the characteristics
of accounting, tax and contractual policies and the impact on profit of a set of factors determined by the
administration of the enterprise when recognizing and valuating the relevant accounting elements. In practice,
accounting policies describe insufficiently the techniques and methods for the recognition and valuation of the
above elements, without specific economic analysis of the causes and consequences of effectiveness of their
impact on financial performance. This is demonstrated by the data on accounting policies of several companies,
reported by our university students who did their internship in the period 2018-2019. These policies include, at
best, only a list of general requirements of the relevant standards, without analytical justification of the
effectiveness of the described techniques and methods for profitable activity of the enterprise.

Keywords: accounting policies, accounting elements, factors of recognition and valuation of accounting
elements, profit and loss, profitability, revenues, expenses, costs

1. Introduction

Financial policy like any other policy is the art of the possible. For financial policy, this

“possible” is the choice, by managing bodies, of appropriate methodological techniques that

allow achieving sufficient financial position for the enterprise’s activity in the long term. The

purpose of the financial policy is to ensure monitoring of the current state of the main
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elements of accounting (assets, equity, liabilities, revenues, expenses, and economic events)
and their positive changes.

Each accounting element consists of specific analytical components, which should receive
their financial reflection in terms of the accounting recognition and monetary valuation
provided for in the accounting standards. Speaking of financial policy as the art of the
“possible” [3, p. 24] the enterprise should strive for rational choice of both buyers and
suppliers in order to organize favorable settlement relations, timely get and reimburse credits
and loans, and to reasonably influence financial indicators of corporate development.

Rationality of such choice is manifested through recognition and valuation of economic
elements and events, for which, in our opinion, it is necessary to perform preliminary analysis
of positive and negative situations that affect profit. This analysis will result in using the most
effective methodological technique or method when reflecting economic events in accounting.

2. Degree of research of the problem, the purpose of study

In accordance with accounting regulation [1, item 8; 2 of the NAS “Accounting policies,
changes in accounting estimates, errors and subsequent events”] enterprises should
independently develop their accounting policies based on corporate structure, relevant
industry and other peculiarities of corporate activity. However, practice demonstrate that,
often, the top management of most companies does not clearly understand the significance
and possibilities of accounting policies and develops them using standard formulations
without leveraging the appropriate method or principle for the recognition of an accounting
indicator specific for the company.

The essence of accounting policies is to choose the direction aimed at maximizing accounting
profit, using methodological techniques, rules and principles provided by national standards
and other normative and legislative acts on accounting. To determine profit, an economic
entity always uses the income represented by the amount of recognized or received proceeds.
Revenues are always obvious, while expenses are usually questionable, as the latter are
determined by the accounting methodology and the specific ways of accounting
implementation.

In addition, the revenues are always objective because they can be verified by documents.
Expenses are mostly subjective, and therefore there are discrepancies between the determined
profit in terms of financial and fiscal accounting. With the same revenues, profit may vary
depending, for example, on the method used to recognize expenses from the accrual of
depreciation of fixed assets, the variant of valuation, revaluation, impairment of commodity
assets, the reserve formation procedures, and the methods of distribution of indirect
production costs, etc.

The issues of the quality of developed accounting policies were repeatedly discussed in

national periodicals and magazines, including “Contrabilitate si audit” and “Accounting and

tax consultations”, taking into account the amendments to NAS. Opinions on this topic were

expressed by scientists and practitioners from the Republic of Moldova and from abroad: V.

Tsurkanu, V. Bukur, A. Nederitsa, E. Bazheryan (Republic of Moldova), M. Vakhrusina, N.

Generalova (Russian Federation), 1. Veriga (Ukraine), and others. However, in our opinion, in
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the characteristics of the content of accounting policies they do not critically disclose the
analytical rationale for the application of appropriate selected methodological accounting
techniques and methods, depending on the financial performance of a particular enterprise.

At the same time, it should be taken into account that the ways, rules, methods and techniques
for recognition and assessment of accounting elements can be different and, accordingly, they
can either increase the profit or decrease it. The accountant should analyze and find the
golden mean, taking into account the factors of time and space favorable for the interests of
the enterprise.

The purpose of this work is to refocus research on the use of accounting policies in the system
of internal accounting and reporting data in the interest of rational approach to the
identification of the most effective factors for the recognition and valuation of accounting
elements and their impact on the enterprise profit-making. The goal was achieved by studying
both the accounting policies in the part of accounting elements recognition and valuation, and
the content of tax and contractual policies that influence the financial performance of the
enterprise.

3. Applied methods and materials

In this work methodological studies are based on fundamental and specific developments
based on theoretical scientific recommendations and practical sources about the results of
activities related to the problems of finding the most effective and high-quality content of
accounting policies regarding the factors of recognition and valuation of accounting elements.

Research was conducted in the sequence of dialectical method of cognition and the choice of
models that favor the influence on the enterprise profit. Some conceptual definitions of
economic categories have been considered.

Another most significant stage in the studies is manifested through the critical study of the
content of accounting policies of several entities, taking into account NAS amendments of
01.01.2020. The analysis of factual material made it possible to focus attention on the need to
study it using scientific methods of analysis and synthesis, as well as monitoring, selection,
comparison and grouping in the process of formulating proposals and scientific conclusions
regarding the factors for the recognition and valuation of accounting elements and their
impact on profit.

The results of the study are aimed at studying specific factors for the recognition and
valuation of accounting elements: long-term (fixed) and short-term (current) assets, revenues,
expenses, as well as factors of tax and contractual nature and specific recommendations
regarding the content of company’s accounting policies.

4. Research results and discussions

Tax policy based on financial accounting is also part of accounting policies and is guided by
the relevant rules of methodological choice according to the requirements of the Tax Code.
The Chief Accountant and the corporate management of the enterprise strive, as a rule, to
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minimize taxable profit. Accounting techniques used to perform valuation of assets,
recognition of sales proceeds, and costs write-off constantly come into contact with the issue
of corporate taxation, as well as with the issue of financial position ensuring the interests of
shareholders, potential investors, and creditors.

Varying a set of methodological techniques and rules, the accountant develops a policy of
reducing tax payments on both corporate income tax and value-added tax, real estate tax and
other budgetary deductions, while relying on his/her own professional judgment, given that
some revenue being recognized for financial accounting purposes may not be recognized for
tax purposes (tax accounting) and, on the contrary, it is not recognized in financial accounting
purposes, but recognized in tax policy. A similar picture occurs with the recognition and non-
recognition of expenses. Moreover, the diverse approach to recognition and non-recognition
of expenses has received the most expressive character. These are associated with limited
travel and hospitality expenses, regulatory limit amounts for loss of commodities and
materials, impairment losses, different approaches to recognizing the depreciation costs of
long-term tangible assets and their repairs, and other expenses incurred in the interest of
corporate business activity of the company.

The contractual policy should also be considered as an integral part of accounting policy; it
has a significant influence on the formation of financial position in terms of economic entity
profitability.

In the contracts for the supply of valuables or provision of services or execution of works
between suppliers and buyers (contractors and customers), the terms of evaluation are agreed,
as well as the forms and procedures of settlements on terms (advance payment or post-
payment after shipment or execution of works), on forms of payment (money or barter
exchange of values), as well as on terms of the commission agreement or direct commercial
relationship between the seller and the buyer [3, p. 328].

It is worth noting that a significant factor influencing the scope of contractual obligations and
therefore determining the revenues and expenses of contractual parties is the variation of
corresponding obligations due to discounts for early payment of goods sold or due to
differentiation of the cost of obligations. In this case, the amount of profit will change or will
be fixed if the buyer pays the monetary obligation to the seller ahead of schedule or within the
specified period according to contractual terms. There may be different factors influencing
obligations variation on the amounts of discounts for urgency of payment for mutual benefit
of the buyer and the seller. The former reduces debt for acquired goods, and the latter faster
replenishes the on-balance-sheet asset, which in turn generates additional returns.

At the same time, both parties incur losses due to these contractual terms. The buyer spends
money for early payment sooner than it would be possible otherwise, thus reducing its
working capital, which brings economic benefit, and the seller loses the earnings related to the
amount of discount for buyer’s early payment of goods. In connection with situations
concerning changes of factors regarding recognition and valuation of commercial liabilities
and accounts receivable and their impact on profit, it would be advisable to separate the terms
of contractual policy into a separate item within the accounting policies of the enterprise.

Let’s take a closer look at the requirements for recognition and valuation of individual
accounting elements provided in the national standards.
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According to NAS, “Long-term intangible and material assets” are recognized as such in
accounting, if their relevant objects can be identified and controlled and if it is possible to
obtain future economic benefit from their use, and the initial and balance-sheet value of each
of them can be reliably estimated. In the process of acquisition, by means of purchase or
production of long-term assets, both tangible and intangible, capitalization of expenses (costs)
in these assets occurs, and when the latter are being used, expenses are recapitalized by
calculating their depreciation amounts.

In a balance sheet, the value of long-term assets changes under the influence of accumulated
depreciation, impairment amounts, and their revaluation. Hence the conclusions, that by
varying the capitalization and recapitalization process, by using different methods for
calculating depreciation, determining depreciation value and term of use of objects, by
calculating losses from impairment losses and their reversal, as well as determining
differences from revaluation of individual objects, the enterprise allows various factors to
influence the accounting profit. In this case, accountant’s professional performance is valued
not so much in terms of bookkeeping accuracy, but rather in terms of confidence and
reliability of forecasting the influence of this or that method or technique or methodological
calculation as a factor increasing or decreasing the profit.

Thus, various methodological accounting techniques for the recognition and valuation of
long-term intangible and tangible assets, respectively, affect profits differently; therefore there
is a need to specifically describe in annual accounting policies the analysis of choices most
effective for the corporate financial result.

Profit variation also depends on recognition and valuation processes of working assets,
including the condition and use of reserves. In contrast with principles of recognition for
working assets, including reserves, which are to some extent identical to those for long-term
assets, the problems of valuation and their variability differ in many ways in terms of their
specificity of turnover.

The system of pricing on the proceeds and sales of products and goods is often decisive and
basic when determining the sources of financial results of the company’s activity.
Establishment of trade allowances for sale of goods considering the desired level of
profitability given an assortment breakdown [5, p. 19], determination of the net cost for goods
and products to be sold by means of FIFO and LIFO methods, weighted average calculation
of prices for their disposal, become largely determinative for the formation of gross profit. It
is impossible not to take into account the factor of setting the materiality (significance)
threshold [6, p. 12], which the companies are guided by in capitalization of expenses for the
delivery of specific stationery and household items, inventory, as well as in the accrual of
depreciation of low-value and high consumable items. Accounting standards give the
company the right to classify and determine the initial value of items as fixed assets or as low-
value and high consumables items. This situation will affect the methods for calculating
depreciation or amortization, which in turn will bring the influence of factors, recapitalization
of expenses related to the profit-generating system.

At manufacturing plants, significant factors influencing profit change are the process of
calculating the net cost of goods and the methods for distributing indirect production costs,
including the part that is considered as permanent. The value of the production cost depends
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on the following: a) method used to distribute indirect costs (variable and fixed) between
finished goods and the work in progress; b) amounts of fixed indirect production costs related
to the net cost of finished products and their part written off for current expenses of the
enterprise when using partial equipment capacity; c) methods of distributing indirect
production costs between products in net cost calculation.

Thus, techniques and methods used for calculating the true cost value of finished products are
in turn significant factors influencing the profit and its change.

One more factor also influencing profit change concerning the estimation of corporate
inventory in terms of net sale value on the reporting date in the situation where the actual net
cost is higher than the net sale value, is worth to be mentioned. In this case, adjustments
regarding inventory impairment [4, p. 83] are recorded as expenses and are reported
separately in the nominal account. At trade enterprises, the essential factor influencing profit
is the determination of the goods’ cost of sales and calculation of the trade allowance on sold
and unsold goods.

The above-mentioned inventory recognition and valuation factors, as well as other valuation
changes associated with the inventory receipt, use and disposal should be clearly described in
accounting policies in order to anticipate the predictive impact of most effective ways for
improving profitability when making management decisions.

Corporate economic activity consists of operations with revenues and expenses, which are the
basis for the determination of financial results. The results are characterized by profit or loss,
which depends on the ratio between revenues and expenses as elements of accounting.

Corporate revenues are often recognized in the process of increasing economic benefits due to
receipt of assets, increase in their value or decrease of liabilities for appropriate reasons.
Revenues are estimated using the amount of net value of goods sold, services provided,
received or expected to be received by an economic entity. In addition to the “Revenues”
accounting standard, methods of recognition and valuation of various revenues from other
activities are defined in the standards on construction contracts, leasing contracts, reserves,
long-term assets and in other NSAs. In the accounting policies of the enterprise, the main
focus is on the choice of those methods and techniques, i.e., factors of influence on profit that
will most effectively affect the final operational financial result. Taking into account the
factors that influence changes in profit in terms of revenues, again it is necessary to adhere to
the principle of space and time, that is, to recognize the revenue as current or attribute it to
future periods, and perhaps this deal reflects no revenue at all. Along with this, the magnitude
of the impact on profit change is very clearly tracked by how accurately and timely the
proportion of future long-term revenues will be related to current revenues. For example, if
the amount of rent is received in advance for 3 years, then one thirty-six share of the earlier
assigned amount to long-term revenues of future periods should be attributed to the current
monthly revenues.

In addition to revenues from the sale of products and goods, and also revenues from various
services rendered, the company can supplement its revenue portfolio with dividends for the
use of its property by other entities, interest for the loans and credit lines granted, and by
royalties for the use of intangible assets. Identification and recognition of the above-
mentioned revenues in accounting, as well as recognized expenses, is carried out on the basis
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of fundamental principles of accounting, which are the accrual method and the prudence
method. The first of them requires the recognition of revenues and expenses as facts of
economic content, but not at the moment of payment or receipt of cash. In this case, the
accountant should keep track of the moments of accrual, and hence the recognition of
revenues or expenses from the processes of their change. It is important not to allow
recognition of revenues or expenses on a cash basis, but on an accrual basis. The prudence
concept also has a significant impact on the corporate profit, on the basis of which a fair and
fact-based reporting of financial results in financial statements is achieved. This method does
not allow overestimation of assets and revenues and underestimation of expenses and
liabilities. However, the amendments to accounting standards enacted as of 01.01.2020,
recommend making corrections in revenue and expense accounts due to correspondence
adjustments by reducing the amounts on accounts of grades 6 and 7. In this case, for the
purpose of objectivity of analysis results and determination of real factors, it is necessary to
take care not to underestimate the expenses and overestimate the revenues of the enterprise,
which affect the actual change of the former and the latter.

Expenses recognized and accounted for in financial accounting are the most difficult and
vulnerable factor in situations of profit-making and determination of taxable profit. In
accounting policies, it is important to describe, as far as possible, the most detailed list of such
expenses as sales expenses, administrative expenses, and other operating expenses. It is
reasonable to separate certain items from the list of items recommended by NAS into groups
of predicted (planned) and unproductive ones, that is, unforeseen with regard to financial
results. Analytical accounting of expenses should be conducted in ledgers on a cumulative
total from the beginning of the year according to the pre-established structure of items; the
corresponding nomenclature list must be included in the accounting policies.

From our point of view, accounting of expenses on subaccounts of synthetic accounts 712,
713, 714, recommended by the General Plan of Accounts, does not allow to reveal the true
content of expenses for their analysis, since the synthesizing of expenses into separate groups
on subaccounts decreases the possibility of their analytical study in terms of recognition and
valuation of the corporate expenses.

We believe that the problems of recognition and valuation of accounting elements and their
reflection in accounting policies deserve more attention and require further research from the
position of choosing effective factors of their influence on the financial results.

5. Conclusions

Based on results of studying the aspects of recognition and valuation of accounting elements
and their influence on the corporate profit formation, the author made the following
conclusions:

1) In order to reflect the transparent content of accounting policies and to consciously
understand the recommended methodological accounting methods and techniques for
recognition and valuation of accounting elements, we recommend carrying out a
preliminary analysis of an effective impact of numerous options and methods of
calculation provided for by legislative and regulatory acts on the financial result.
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Thereby, accounting and other management bodies will be able to maximize the
positive factors for increasing the accounting profits and minimize factors negatively
affecting it.

2) Bearing in mind the importance of the contractual policy in considering the influence
of various contractual factors in the acquisition (shipment) of goods and materials,
provision of services and execution of works between the supplier and the buyer (the
customer and the contractor) on changes of revenues and expenses of the parties of
such contractual relations, we consider it reasonable to separate the content of the
basic most effective conditions provided in the concluded contracts regarding the
mentioned accounting events of a company in a special section in the accounting
policies. This will predetermine the impact of relevant factors on the recognition of
obligations, receivables, as well as on the revenues and expenses of those deals.

3) In order to combine clarity and transparency between the requirements of normative
and legislative aspects of financial accounting, and the provisions contained in the
Tax Code of the Republic of Moldova, when determining the accounting profit, we
consider it necessary to separate the content of tax policy as an individual item
(section) in the accounting policies, thus providing a practical opportunity to simplify
and facilitate the calculation of the main taxable obligations.
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Rezumat

Standardizarea si conditiile internationale ale globalizarii contabilitatii brusc au schimbat continutul
acesteia din punct de vedere economic si juridic. Arta contabilului se pronuntd nemijlocit prin posedarea
obtinerea unei rentabilitati avansate a activitatii entitatii.

Sistemul organizarii contabilitatii se bazeazd pe principiile recunoasterii si evaludrii elementelor
contabile, printre care se prezinta activele imobilizate si circulante, pasivele, reprezentate de capitalul propriu si
datorii, precum si veniturile, cheltuielile, costurile determinate in rezultatul desfasurarii activitatii economico-
financiare a entitatii. Starea si modificarea elementelor enumerate depind de eficienta motivatiei conditionate de
selectarea diverselor procedee si metode de recunoastere si evaluare a acestora recomandate de actele
legislative si normative contabile.

Prin prezenta lucrare sunt cercetate situatii de naturd economica si juridica care cer respectarea

Contabilitate (SNC). Model de respectare ale conditiilor de baza ale SNC sunt politicile contabile elaborate
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anual in fiecare entitate a Republicii Moldova. In lucrare se examineaza unele probleme privind continutul
politicilor contabile din perspectiva influentei diferitilor factori de recunoastere si evaluare a elementelor
contabilitatii financiare asupra modificarilor profitului contabil.

Problemele continutului politicii  financiare sunt studiate de autor din punctul de vedere al
caracteristicilor politicilor contabile, fiscale si contractuale si al influentei asupra profitului a unui complex de
factori determinati de administrarea entitatii prin prisma recunoasterii si evaluarii elementelor contabile
corespunzdtoare. In practicd, politicile contabile contin dezviluirea insuficientd a procedeelor si metodelor de
recunoastere si evaluare a elementelor indicate mai sus, fard o analiza economica a cauzei si efectului eficientei
influentei acestora asupra rezultatului activitatii financiare. Acest lucru este demonstrat de datele politicilor
contabile ale unui sir de entitdti, prezentate de studentii universitdtii in perioada de practica din anii 2018-2019.
In acestea se trateazd, in cel mai bun caz, doar enumerarea cerintelor generale ale standardelor corespunzitoare
fard o analizd intemeiatd a eficientei unui procedeu, unei metode in interesul activitatii rentabile a entitdatii.

Cuvinte-cheie: politici contabile, elemente contabile, factori de recunoastere si evaluare a elementelor contabile,
profit si pierdere, rentabilitate, venituri, cheltuieli, costuri

Annomauusn

Cmanoapmuzayust 6yxeaimepcKo2o yuéma u MeicOyHapoOHble YCI08Ust 2100aIU3aYUU Pe3Ko MEeHsIon
€20 cooepoicanue KaK ¢ IKOHOMUYECKOU, MmaKk U ¢ 1puoudyeckoi mouex 3penus. Hckyccmeo 6Gyxearmepa
NPOsIGISeMCsl NOCPeOCMBOM €20 NPOMEeCCUOHANIbHO2O 6IA0CHUs. NpedsudeHueM Haubonee 3PhexmusHblx
Gakmopos, enusiowue Ha COCMOAHUE U POCH NPUOLLILHOCMU U OOCMUIICEHUSI BbICOKOU PeHmMAabenbHOCmU
OoesimenbHOCMU NPeonpuUsimusl.

Cucmema opeanuzayuu 0yXeaimepckozo y4éma Cmpoumcsi Had HPUHYUNAX NPUSHAHUS U OYEHKU
NEMEHMO8 OYXeaNmepcKo2o yuéma, KOMOpblMu SAGIAIOMCSH AKMUGbl 00A20CPOUHbIE U 0OOPOMmMHbIE, NACCUBYHL,
cocmosiyue u3z coOCMEEHHO20 KANUMaia u 00s13amenbems, 00Xo0bl, pacxoobl, a MAKIHCe 3AMPamyvl NOLYYEHHbIE 6
pesyibmame X03UCMEEHHO-PUHAHCO80U dessmenvrocmu npeonpusmus. CocmosiHue u uU3MeHeHUsl YKA3AHHbIX
INEMEHMO8 3a6uUcum Om 3PHEKMuUeHOCMU GbLOPAHHBIX U3 PAZHOOOPAZHBIX MEMOOOIOZUYECKUX NPUEMO8 U
Memo008 UX NPUSHAHUS U OYEHKU PEKOMEHOYeMblX HOPMAMUGHBIMU U 3AKOHOOAMENbHLIMU aAKMAMU NO
byxeanmepckomy yuémy.

B nacmoswei pabome uccnedyiomcs cumyayuu  Kax IKOHOMUYECKO20, MAK U  IOPUOUYECKO20
Xapaxmepa, npu KOMOPLIX OO0JNCHbI COOMOOAMbC KAYecmed 00beKMUSHOCMU U O0CMOBEPHOCMU YUéma 6
npoyecce ucnonnenus mpebosanuii Hayuonanonvix Cmanoapmos Byxeanmepcxoeo Yuéma (HCBY). Moodenvio 6
cobnodenuu  ocnognvix  ycrosuii HCBY  sgnsiomest  edce200H0  cocmaeisiemvie  y4émuvle  NOIUMUKU
xozaucmeylowumu cyovexmamu Pecnybnuku Mondoeéa. B pabome paccmompenvt nexomopwvie npoodnemvl
CO0epIHCcanist Y4EmmbIX NOAUMUK ¢ NOUYUU GIUSHUSL PA3TUYHBIX (DAKMOPO8, C8A3AHHBIX ¢ NPUSHAHUEM U OYEHKOTL
NEMEHMO8 PUHAHCOB020 YUEma HA U3MEHEHUs: OYX2animepCKoll npubbLIu.

Bonpocel  codeporcanusi  puHancogoll  NOMUMUKU — PACCMOMPEHbL  AGMOPOM  NOO  V2IOM  3DeHus.
XapaKmepucmux Y4émHuix, HAAI020680U U 002080PHOU NOJUMUK U GIUSHUSL HA NPUOBLIL KOMNIEKCA (akmopos
onpeoensieMo2o AOMUHUCIMPAYUEl NPeonpusmusi Npu NPUSHAHUU U OYEHKE COOMBEMCMEYIOWUX YUEMHbIX
anemenmos. Ha npaxmuxe yuémmuvie nonumuxu cooepicam HeOOCMAmoyHoe pacKpblmue npuémos u mMemooos
NPUBHAHUSL U OYEHKU YKA3AHHbIX Gblude DJIeMEHmMO8, 0e3 KOHKPEeMHO20 IKOHOMUYECK020 AHANU3A NPUYUH U
cnedcmeuil  d¢ppexmusHocmuy  ux GauAHUA Ha QuHaHcosvble pe3ynvmamul  OeamenvHocmu. 00 mom
ceudemenbecmeyiom OauHvle Y4EMHbIX NOAUMUK  paoad  Hpeonpusmuil NpeocmagieHHblX — Cmyoenmamu-
npakmuxaumamu yuugepcumema 3a 2018-2019 200vi. B nux mpaxmyemcs, 6 1yuuem ciyiae, moabko nepedes
00WuUx mMpeboBaAHUll COOMBEMCMBEYIOUUX CMAHOAPMOE 0e3 AHAIUMUYECKO20 000CHOB8AHUs IPdexmuenocmu
onpeoensemvlx nPUEMos, Memooos 8 UHmepecax peHmabeirbHol 0esimeabHOCMU NPEONPUSMUSL.

Knioueevie cnosa: yuémuvie nonumuxu, sjiemenmol OyxXeaimepcko2o yuéma, hakxmopsl RPU3HAHUS U OYEHKU
9NeMEHMO08 OYXeanmepcKo20 yuéma, npubbLib U YOblmKuU, peHmMAabeibHOCMb, 00X00bl, pacxo0bl, 3amMpamol
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Abstract

The agenda for sustainable development after 2015 for a period up to 2030 adopted by the UN is a
global frame of work in full harmony with the principles of human security. 17 goals and 169 tasks are the
components of this document and represent continuation of the Millennium Development Goals set in 2015.
Achieving the goals and tasks set by 2030 will determine the prosperity of the entire planet and the global well-
being of the population. Considering that the first cycle of sustainable development is coming to an end, the aim
of this research is to outline some achievements obtained during this period with priority in the areas of
eradicating poverty, hunger and malnutrition, ensuring food security, improving the state of the nutritious food as
a result, and the sustainable development of agriculture. After a relatively long period of reducing the size of
hunger and malnutrition (in 2015 — 784 million people affected by this scourge), the next three years followed
with the spike in hunger and malnutrition (in 2017 — 821 million people), which proves the practicality and the
need to continue to study the given issue.

Keywords: sustainable development, hunger, poverty eradication, food security

1. Introduction

The era of the eight Millennium Development Goals (MDGs), launched by the world heads of
state and government under the auspices of the UN in 2000 to eradicate extreme poverty,
hunger and improve human life by achieving universal access to secondary education,
promoting gender equality, reducing mortality of children, improving maternal health,
combating mass diseases, ensuring a sustainable environment and creating a global
partnership for development, ended on 31 December 2015. People must not know poverty,
humiliation, hunger, can lead a dignified life, have decent jobs, medical services, social
services, a healthy habitat and environment. The launch of the Millennium Development
Goals (MDGs) has created an effective platform for global cooperation. Achieving goals and
tasks was in line with the expectations.
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According to the World Health Organization’s publication in the "UN Millennium
Development Goals Report 2015," the measles vaccination prevented the death of 15.6
million children in poor countries, and 6.2 million people were saved from malaria between
2000-2015.

The UN Millennium Development Goals Report (2014) states the maternal death decreased
by 45% in 1990-2013. The “Education for All” publication the by Global Monitoring Report
(2015) emphasized that global population has to put an end to the gender discrimination in
primary education, promoting gender equality and women's empowerment.

Also, in the previously mentioned UN Millennium Development Goals Report (2015) it was
estimated that in the 1990-2015 around 2.6 billion people have improved their access to water
sources. Positive results were also obtained for the Millennium Development Goal No. 1,
which aimed to eradicate poverty and reduce the number of the population suffering from
hunger by 50% by 2015 by ensuring and integrating people able to work in decent production
conditions. Poor regions have shrunk. Of the 129 monitored developing countries, 72
performed task number one of the MDGs. The population suffering from hunger decreased
from 1.01 billion people (18.6% in 1991 of the total population) to 795 million (10.8% in
2015) [1]. Only a few presented excerpts demonstrate the grandeur and significance of the
Millennium Development Goals launched in 2000 by saving tens of millions of lives, women,
children, the eradication of extreme poverty, hunger.

Despite the combined efforts of the states, some objectives did not have an ascending linear
development that did not allow to obtain the predetermined results. The subjective factors,
such as the lack of political will of some developed states, are added to this; however, the
progress in developing the Millennium Development Goals has been substantial but uneven,
especially in some countries in Africa, South-East Asia, as well as in some landlocked and
island developing countries.

Among the cases and objective factors that had an impact during the achievement of the
Millennium Development Goals we identify the further intensification of the
internationalization, globalization processes and interstate integration that increase the
interdependence of the national economies, increasing inequalities between different social
strata within and between countries. Unemployment remains a global threat, and especially
youth unemployment, with increasing proportions in the distribution of economic
opportunities, power and wealth. Climate change is intensifying due to global warming,
droughts, desertification, trends of unbearable heat, earthquakes, floods and forest fires of
catastrophic proportions. Irresponsible exploitation of natural resources leads to their
depletion, and excessive deforestation contributes to the land degradation, destruction of bio
resources, disappearance of water resources, worsening human habitat, threatening its health,
diminishing countries’ ability to ensure sustainable development strategies. Such
circumstances and economic, social, and environmental factors can trigger extremist
movements, form various paramilitary or terrorist groups, create humanitarian crises and
forced mass migration. The negative effects occur primarily in countries that do not have
sufficient capacity to deal with the tense situations in the economy, in society, the natural
scourges with catastrophic consequences. In addition to these negative circumstances with an
impact on the food security, the concept of human security is not limited to food. Human
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security is universal, all-encompassing, impartial and perceives redemption, and let’s not
forget fear, misery, poverty, humiliation, social isolation. It encompasses job security,
medical services, civilized sanitary conditions, to have a healthy habitat, to have universal
access to education, to be protected from the danger of all kinds of never-ending territorial
conflicts.

The Goals and Tasks on the Agenda for Sustainable Development to 2030 are a continuation
of the Millennium Development Goals, but are much broader, presenting in themselves a set
of universal goals with a global mini-character to meet the ancient and current economic,
social and ecological challenges of a mankind, and to correspond to the universal fundamental
significance of the dignity of the human personality. This universal program has the task of
solving inequalities in the pace of economic development between states, creating modern
jobs, developing rural cities and towns, necessary infrastructure, industry and energy system,
modern agriculture in the poor countries. In the field of ecology, projects are planned to
protect the seas and oceans, forests, soils, ecosystems and set of measures are being created to
stabilize the climate change. There is the question of a responsible increase in the
consumption and production of material goods. The authors of the article cannot and do not
intend to analyze the magnitude of this new agenda that includes the global economic, social
and environmental objectives over a period of 15 years. The first cycle of sustainable
development is coming to an end. The purpose of this foray is to review some issues related to
tackling poverty, hunger and malnutrition in the first stage of launching this grand program.

2. Degree of investigation of problems at the current stage

Monitoring, analysis and development of proposals on food insecurity, poverty and hunger in
all its forms have been and are being carried out by the UN through its relevant bodies. The
FAOQO has a special role to play in this. The concept of food security and the notions related to
hunger, malnutrition, poverty were developed at the World Conferences on Food,
Environment, Climate Change, on landlocked poor countries, island countries conducted by
FAO with input from other organizations in the field of the UN system since the 1960s and
which continued from 1970-2015.

In recent years, we often encounter in the literature the notion of food security determined by
the 1996 World Conference on this subject, which falls into four categories: availability,
accessibility, stability and use [2]. Practically, however, in order to obtain the expected
results for these four pillars, it is necessary to literally change the world - a totality of factors,
conditions, circumstances, tasks that can improve the standard of living. In this context, it is
necessary to introduce a general respect for human rights into everyday life, ensuring the rule
of law in all countries, developing relations between the people of democratic principles,
regardless of race, color, religion, sex, language, political opinion, respect for ethnic and
cultural diversity, without internet or interstate conflicts, avoiding the hostile resentments,
violence, coercion, implementation of rational and responsible consumption patterns of air,
land, river waters, lakes, seas and oceans, underground riches, and forests. In order for the
poor people to have the necessary volume and structure of food , they must be provided with
jobs, legal salary for legal work, with adequate remuneration able to guarantee not only
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economic access to food, but also to cover the daily expenses. A prerequisite for gaining a
job is the realization of the universal right to education. In addition to all this, people have the
right to have access to energy sources and drinking water as needed, to medical, social and
unemployment assistance, incurable diseases, disability, old age at sanitary conditions and
civilized hygiene, to live in an environment ecologically established and healthy.

Summarizing what we said, we conclude: theoretically, the level of global food security can
be calculated through a large number of indicators that together form the four pillars.
Practically, however, food security cannot be achieved if the people of poor countries are not
freed from fear and misery - which is proclaimed as the highest aspiration of the people.
Human well-being includes, in addition to food, clothing, housing, the right to pay, medical
care, social services, a healthy habitat. So, the research started from poverty, hunger,
malnutrition, continued with food security and reached the well-being of the population, the
quality of life, which includes a lot of indicators from the economic, social, environmental
sphere. Respectively, over the years World Health Organization, International Fund for
Agricultural Development, World Food Program, United Nations Development Program,
United Nations Children's Fund, as well as and the World Bank, International Monetary Fund,
USAID have contributed to the analysis of the respective materials. The contribution of these
organizations has broadened the concept of food security, rendering new values that
correspond to current realities.

In the 90s of the 20th century the search to identify goals and tasks that will ensure a better
standard of living intensified. Not coincidentally, in the Millennium Development Goals
program launched in 2000, the goal of eradicating extreme poverty and hunger is ranked first
out of eight.

Shortly after the launch of these objectives, consultations and searches began on the
development of the next program for the period 2015-2030, which ended with an action
document of people around the world designed to eradicate poverty and hunger in any form as
a global condition of sustainable development of the world economy.

The plan for the period 2015-2030 contains a whole set of objectives and tasks - 17 and 169
respectively. They are all-encompassing, universal, impartial for both lagging and developed
developing countries, tasked with ensuring bottom-up sustainable development, balanced in
all three components: economic, social and ecological.

This document is in full harmony with the fundamental rights and freedoms of man, the
principles of his security, the conception "of the world free from poverty, need, famine,
disease and misery, ... free from terror, violence, oppression ... the world in which all have
universal access to quality studies, medical services, social insurance, ... to drinking water,
sanitation, harmless food at affordable prices, nutritious, in which the human environment is
secure, able to oppose negative phenomena, an ecologically stable environment ... in which
common access to stable energy resources is ensured at acceptable prices [3].

The resolution of the General Assembly voted by the leaders of the world states reflects the
objectives and tasks selected for the next 15 years, which aim to solve problems of common
interest and can be solved only through joint efforts of developed, less developed and poor

countries, the specific needs and vulnerabilities of each of them.
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The applicability of these objectives and tasks, as well as the results, are global. While
maintaining the balance of the necessary proportions between the economic, social and
ecological components through sustainable development, the signatory states of the document
undertake to eradicate poverty and hunger in any form, to improve the quality of life and
standard of living of the people.

FAO has expanded its work in recent years. In 2015, this organization undertook studies on
agricultural and food production losses throughout the chain from production to retail in order
to identify the critical segments in which losses reached their highest levels. At the moment,
FAOQ estimates 14% of the world’s food that is lost from post-harvest up to, but excluding, the
retail level. Reduction of these losses will contribute to the reduction of prices for given
products, improve food security and sustainable environmental development.

Obijective 12.3 of the Agenda stipulates “By 2030, halve per capita global food waste at the
retail and consumer levels and reduce food losses along production and supply chains,
including post-harvest losses™ [4].

Reducing food losses and alterations can contribute to:

a) achievement of Objective 2 - eradication of hunger, ensuring food security,
improving food and sustainable development of agriculture;

b) Objective 6 - streamlining the use of freshwater resources, and, as a result, ensuring
the positive impact on the environment.

3. Applied methods and materials

The concept of food security or insecurity brings together several aspects, elements from
different interdependent areas. These notions are indisputably dependent on the results of
agricultural activity, processing of agricultural products, commercial activity, population
income, exchange rate volatility, climate change causing natural cataclysms - earthquakes,
drought, floods, catastrophic forest fires, social unrest, etc.

In turn, hunger and chronic malnutrition cause children up to 5 years of age stagnant growth,
exhaustion; in mature people — obesity; in women of reproductive age - anemia.

Accessibility to food is a multilateral category and depends on the price coefficient of these
goods which, in turn, respond to the most insignificant economic, trade, currency fluctuations,
demographic, political, social, climate. Equally complex and dynamic are the volume and
structure of consumption.

In order to analyze the numerous interdependent connections that form food security,
different scientific normative methods are used, numerous indicators that, only in their
entirety, can explain the real situation with food, as well as the repercussions of poverty,
chronic severe hunger economically and socially.

In recent years, in the FAO analysis carried out in partnership with other organizations in the

UN system, included the new indicators, and namely the level of severe food insecurity and

prevalence of undernourishment (PoU) by country. Some indicators or methods are developed
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by specialists in various fields at the request of FAO or other organizations in the UN system
in partnership with FAO.

Considering that food security is studied at individual, family, community, national, regional
and global level, the research methodology uses various tools such as analysis and synthesis,
comparative methods, deduction.

We briefly outline below the three methods that are frequently repeated in the analysis of the
given subject. The historical research method allows us to evolve the evolution of the hunger
and poverty phenomena, the growth rates of population, agricultural production in previous
time periods in comparison to those of the current stage.

The balance method allowed us to analyze the ratio, including the sum of arable land, and in
some countries, the ratio between the agricultural production and their level of processing,
nutritional structure of the feed rate including the share of cereals, other Phyto technical
plants in energy value, and those of animal origin, the share of food expenditure in the budget
of poor families, the degree of dependence on imports of agricultural products into poor
countries, etc.

The statistical method allowed the analysis of national, regional and international statistical
indicators on the development of the agricultural economy, food industry, food supply,
correlation between population growth and food volumes produced in different countries, geo
economic areas, etc.

As a guideline metric, the volume of cereals produced is measured by the graduated scale that
determines the level of food security. The arguments in favor of this idea are the following:

a) direct to consumer cereal and the derived products provide around 50% of the
consumption necessary to obtain the energy that humans need to lead a healthy and
active life;

b) cereals are accepted in the scientific literature and in the practice of economic
relations as a barometer of the food safety, because they are less perishable, can be
stored, transported, processed at any time of the year;

c) being a strategic product, cereals have a constant consumption on the internal and
external market.

According to FAO specialists, the global food security is calculated in the number of days of
consumption. It is considered to be “ensured” in the conditions when the cereal harvest allows
a normal consumption for a period of 14 months. Such volume creates a food stability over a
period of 12 months and a reserve for 2 months of consumption in case of exceptional
situations. The methodology of research uses the following notion of food security adapted to
the 1996 World Food Summit: the state in which everyone in one country or another at any
given time has physical, social and economic access to quantitative food and nutritious to
meet the requirements and needs that ensure an active and healthy life. The following
indicators are used to monitor and analyze this notion:

— the level of accessibility to food,;
— the effective and sufficient existence of food,;
— the level of food quality and safety;

— actual food consumption.
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Several indices were used to determine each indicator, the significance of which is measured
over 2 years.

Methodology plays an important role in monitoring and analyzing the achievement of the
objectives set for the period 2015-2030 through a set of global indicators developed by the
specialists in different fields. These indicators are validated by the responsible UN bodies.

Another set of indicators is used by the national governments to monitor each nation's
contribution to solving the global problems. Around 300 indicators are developed and used in
total. The progress of the objectives and tasks are analyzed in the annual reports presented by
the UN Secretary-General.

To complete the chapter on research methodology on this topic, we cannot omit the studies
conducted by the Economist Intelligence Unit - an analytical subdivision of the British
Economist journal. This research company conducts studies to determine the Food Security
Index and based on the rating of each country, the level of food security achieved. These
studies present a whole set of indicators that characterize the state of food security in each
country in the world being studied.

The food security index practically analyzes state policy and the effectiveness of
organizational work in this area and is used by the governments as a tool to analyze
operational issues related to food security to improve the situation.

4. Obtained results and discussions
Achieving the Objectives on sustainable development in the first stage

September 2020 marks the first five years since the launch of the Agenda for the period up to
2030. The material below presents a brief foray into the results achieved during this period.
Priority is given to the achievement of Objectives 1 and 2 of this program, as well as the
objectives that contribute to the development of the concept of human security, especially of
the strategies that contribute to the creation of sustainable configurations for social upheavals,
natural cataclysms, people’s protection from constant dangers, lucid poverty, sudden illness,
violence, repression, fear, humiliation.

The Sustainable Development Goals were developed on the basis of the achievement of the
Millennium Development Goals, and in particular, Agenda 1 - Eliminating Poverty in All
Forms Everywhere, and Goal 2 - Eliminating hunger, ensuring food security, improving food,
providing the necessary support in the sustainable development of agriculture in particular is
based on the results of Goal 1 - Eradicating extreme poverty and hunger from the Millennium
Development Goals program.

The results of this program are remarkable: the share of the population living in conditions of
severe poverty decreased from 39% in 1990 to 16% in 2010 and then to 10% in 2015. After
2015 the rate of poverty reduction slowed down, the share of those who continued living in
poor conditions went down only to 8% despite the fact that some of them were provided with
jobs.

Agenda 1 aims to reduce the large size of severe poverty. The share of the population that will
continue to suffer from lucid poverty by 2030 is calculated at a level below 3%. According to
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the forecasts of specialists, Objective 1 will not be met. The share of the population that will
continue living in lucid poverty will be 6%.

An effective measure to prevent poverty is social security. In 2016, around 4 billion people
(55% of the world's population) did not receive any kind of subsidy, allowance as a form of
social protection. In European and US countries, 87% of the population has social protection,
while in sub-Saharan African countries only 14%.

At the same time, only 22% of the unemployed receive cash benefits for unemployment.

Natural disasters usually have a negative impact on socio-economic growth rates and increase
of poverty. The direct economic losses in the years 1998-2017 amounted to 3 trillion US
dollars, 77% of them were caused by climatic or geographical catastrophes which meant an
increase of poverty to 151% compared to the indicator for the period 1978-1997. The loss of
human lives from the disasters amounted to 1.3 million people.

Obijective 2, as noted above, contains several interdependent tasks: eradicating hunger and
ensuring food security, improving food and supporting the sustainable development of
agriculture.

In 2015, the number of people who continued to starve went down to 785.4 million - the
result of the implementation of Objective 1 tasks in the Millennium Development Goals
program launched in 2000. But every year after that the number of people enduring hunger
and malnutrition increased (see table no. 1).

Table 1. Number of people suffering from malnutrition, 2005-2018 (millions) [5]

Indicators 2005 2010 2015 2016 2017 2018
Worldwide total 947,2 822,3 785,4 796,5 811,7 821,6
Africa 196.0 199,8 217,9 234.,6 248,6 256,1
Asia 688 572,1 518,7 512,3 512,4 513,9
Latin America and
the Carribean Basin 51,7 40,7 39,1 40,4 41,7 425
Oceania 1,8 1,9 2,3 2,4 2,5 2,6
North America and | Lack of | Lack of | Lack of | Lack of | Lack of | Lack of
Europe data data data data data data

The analysis of the distribution of people who suffers from malnutrition in the regions of the
world shows that several of them (over 500 million people) are residents of Asia. In Africa
this index is growing as well - over 256 million, 90% of them live south of the Sahara.

After many years since the 1990’s, the level of world hunger was steadily declining. In 2015,
this trend was reversed. In the last 3 years, the number of those suffering from hunger has
increased and in 2018, as indicated above, it reached 821.6 million, a little less than 11% of
the world's population, which means every 8th person in the world goes to bed hungry. The
geography of hunger began to spread in Latin America (albeit at a slower pace). North
America and Europe also face hunger - almost 8% of the American and European population.

The repercussions of chronic hunger and malnutrition are appalling. Children’s growth failure

rate in the poorest countries was declining since the beginning of 2000s, but in 2018 this

index began to rise again. The number of children who suffered from it has reached 149
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million, which it means that every 1 out 5 children was impacted. In the same year, 49 million
children up to 5 years old suffered from hypotrophy, and on the flip side, the in same age
category 40 million (5.9%), and 131 million of the 5-9 years of age (20.6% of the total of 638
million) were overweight and obese according to the World Health Organization. Among the
adolescent children of ages between 10-19 years - 207 million are overweight (17.3% of the
total of 1.2 billion adolescents). In mature people from the age of 18, the overweight
population is 2 billion people (total population in this group - 5.1 billion people) [6]. In most
countries (52 out of 65 monitored) malnutrition increase correlated with the slowdown of
economic growth and decline in 2011-2017, and the increase of the absolute dependence of
exporting countries or importation, primarily of the raw materials.

In March 2020 FAO publishes “Countries in need of external assistance for food”. The report
groups 44 countries, of which 34 from Africa, 8 from Asia and 2 from Latin America and the
Caribbean. These countries have accumulated an excessive deficit of food products and
reserves. The food crisis these countries are in is caused by three broad categories, namely:

— countries that have encountered an exceptional lack of production and small supply
in the food chain;

— countries where there is a lack of access to food for most of the population, which
cannot receive an item in local markets due to very low incomes and high prices;

— countries with a severe lack of food security at the local level due to the influx of
refugees.

In 2019 Zimbabwe’s vulnerability was measured by 5.5 million people lacking food, and 3.8
million people were in need of food assistance. In this country the reserves of cereals have
decreased due to a natural disaster (Tropical Cyclone Idai hit Zimbabwe on March 16 and 17,
2019), the prices of food products have increased excessively, at the same time the economy
has suddenly declined creating high unemployment rate and inflation.

Kenya suffered from drought during the years 2017-2018. The torrential rains that started in
May of 2017 left thousands of families displaced by the floods and mudslides. Bridges and
roads have suffered damages and livestock was lost. Between October 2019 and January 2020
around 393 thousand people suffered from the floods, unable to provide for their family’s
basic needs. Due to vulnerable weather conditions 3.1 million people were food insecure.

In the Democratic Republic of Congo (DRC) the civil insecurity remains. Ongoing military
conflict between DRC and Rwanda undermines the efforts from improved harvesting
methods, leaving very small levels of country’s grain reserves. Around 13.6 million people
suffer from acute food shortages and malnutrition. In February 2020, the World Health
Organization announced that 3433 people suffered from the disease caused by the Ebola
virus, of which 2249 people had died.

Generalizing this topic, we can conclude: the population of these 44 countries with excessive
deficit of food suffers from hunger, malnutrition, lack of food security due to small volumes
of actual production or the total lack of these funds. The large disproportions between supply
and demand cause high food prices. Due to low incomes, the population does not have access
to the necessary food. Less developed countries do not have the economic and technical
potential to modernize the agriculture, they lack the means to fight the drought, catastrophic

floods, massive fires.
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To conclude this brief review on the progress of Objective 1 and Objective 2 of the 2030
Agenda, we will stop on a few passages on the Food Security Index for 2018. This global
research was executed by the British research company The Economist Intelligence Unit, a
subdivision of the British journal Economist, with the support of the American transnational
company DuPont, and included 113 countries, accompanied by the ranking of countries
according to the level of food security.

The research presents the analysis of three groups of indicators on food security in countries
around the world:

e level of access and consumption;
e the existence and sufficiency of food products;
e the level of food quality and safety.

These groups of indicators include 28 different sub-indicators, the significance of which has
evaluated over a period of 2 years. Based on these assessments, the ranking of the countries of
the world is determined in accordance with the Food Security Index.

The higher the country's rating, the more developed food security. Below is a group of
countries with the highest and the second group with the lowest rating level.

Table 2. Rating of the countries of the world according to the level of food security.
The Economist Intelligence Unit: The Global Food Security Index 2018 [7]

Existence alit
Rating Countries Accessibility and QIiJ y Index
. evel
sufficiency
1 Singapore 94.3 81,0 78,1 85.9
2 Ireland 87,3 83,6 84,8 85,8
3 UK 82,6 88,8 80,4 85,0
4 us 86.8 83,2 85,4 85,0
5 Netherland 82,8 86,1 85,1 84,7
6 Australia 84,3 82,6 85,4 83,7
7 Switzerland 82,2 86,1 79,8 83,5
8 Finland 81,3 84,2 83,0 83,2
9 Canada 81,9 84,4 83,0 83,2
10 France 80.5 83,8 86,5 82,9
104 Nigeria 22,5 45,1 30,2 33,7
105 Zambia 19,9 48,7 27,0 33,7
106 Haiti 28,0 39,6 27,5 33,0
107 Malawi 18,0 44,7 34,8 32,4
108 Republic of Chad | 22,3 38,6 35,2 31,5
109 Sierra Leone 21,8 35,9 29,0 29,2
110 Yemen 29,0 31,0 20,3 28,5
111 Madagascar 12,4 42,0 22,5 27,0
112 Rep. Kongo 14,3 36,0 28,3 26,1
113 Burundi 14,7 30,0 30,6 23,9
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To summarize the development of Objective 2 tasks requires to take into account the
presented results, the dynamics of change, trends of economic slowdown and economic
downturn that were accompanied in recent years by the spread of hunger and malnutrition in
the developing countries, economic and technical inferiority, lack of capacity to counteract
these phenomena.

The Covid-19 pandemic has exacerbated the situation of hunger and malnutrition in 30 other
countries, according to UN data. The UN believes that in 2021 the world may face a
humanitarian crisis. It will be the largest in the last 75 years due to continued due to armed
conflicts and the coronavirus pandemic. Under such conditions, achieving Goal 2 to eradicate
hunger by 2030 is proving to be an increasingly complicated task [8].

Goal 3 is dedicated to ensuring a healthy living, providing support for increasing well-being,
and prosperity for everyone regardless of age.

The volume of funding from all sources that were allocated to the development of the basic
health system in the period 2010-2017 increased by 61% and amounted in 2017 to 10.7 billion
US dollars.

Progress has been made in the area of child mortality up to 5 years of age. In 2017, the
mortality rate was reduced to 39 cases from 77 cases per 1,000 births in 2000. Infant mortality
decreased from 9.8 million in 2000 to 5.4 million in 2017. In the period 2013-2018 almost
40% in the countries of the world, less than 10 doctors returned per 10,000 inhabitants, and in
98% of the poorest countries, medical services were provided by 40 nurses per 10,000
inhabitants.

Some progress has been made related to UN Objective 4- Quality Education. Since 2015 the
worldwide number of children out of school has dropped by almost a half. Many more girls
attended school than ever before, enrollment in primary education has reached 91%. Despite
these positive moments, the progress in the developing regions was not big enough as 262
million children and young people aged 6 to 17 in 2017 did not attend school, and the level of
education of half of students and adolescents did not meet the minimum standards for reading
and math.

Issues that can ensure equality between men and women according to the objectives of
Objective 5 have not gained an upward trend. In 90 countries, women spend three times as
much time caring for children and working at home compared to men in 24 hours. Such
occupations limit the time for women to work in paid jobs or study, which exacerbates
inequality with men. The share of women is 39% of the total employed in the world economy,
while the share of management positions held by women does not exceed 27%. In the
environment, the gap in the remuneration of women compared to men is over 20% regarding
the management staff, craftsmen, and craftsmen with adjacent specialties.

The uninterrupted supply of water, the rationalization of organized consumption of water
resources, the satisfaction of basic sanitation for the entire population, these are the demands
of Objective 6. At present, billions of people do not have access to safe water and basic
sanitary conditions, lack sinks (washbasins) or other devices adopted for wash your hands
with soap. In order to meet the tasks set by Objective 6 by 2030, it is necessary to double the
pace of progress in this area. The share of the population consuming water through organized

supply respecting the security requirements increased in the period 2000-2015 from 61% to
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71%, and in 2017 the situation remained unchanged. Currently 785 million people are without
any water supply services.

The number of the population that has access to secure health services increased from 28% in
2000 to 45% in 2017, and the share of the population that does not have basic sanitary
conditions decreased from 44% in 2000 to 27% in 2017.

About 38% of the population in underdeveloped countries had basic conditions adapted to
wash their hands with soap and water, which means that another 3 billion people do not have
basic conditions for this procedure.

Access to energy sources in the poorest countries has widened. The renewable energy sector
is actively developing, increase efficiency in this sector, but so far around 800 million people
are living without energy and have to make special efforts to access green fuels and food
preparation technologies. The share of the population with access to these services has
increased from 37% in 2010 to 61% in 2017; however, almost 3 billion people use inefficient
fuel and polluting food preparation technologies. The overall primary energy consumption
intensity index (energy consumption per unit of GDP) improved from 5.9 in 2010 to 5.1 in
2016. Energy efficiency increased by 2.3% but remains compared to the figures set out in
Obijective 7.

Obijective 8 is devoted to the development of the economy in an upward, comprehensive,
sustainable way to create decent productive jobs for the full-time employment of all able-
bodied people, transforming this mode of production into a driving force of progress capable
of ensuring the means to achieve the objectives and pre-established tasks by 2030. For this,
GDP in the least developed countries is projected to increase from 4.5% in 2017 to 5.7% in
2020 but does not reach the 7% burden set in the 2030 program. For the first time in 2018,
labor productivity (calculated GDP at a place in the annual labor force) increased by 2.1% -
the highest level since 2010.

Despite the combined efforts to reduce inequalities within and between countries, these
issues, as before, are a matter of a serious concern. In 2011-2016 in 92 countries 40% of the
poorest population earned less than 25% of the total income. Worries are being caused by the
simultaneous increase of the income of the richest part of the population, which makes up 1%.
Developing countries make up 70% of the members of the UN General Assembly and the
World Trade Organization, who use “one member-one vote” system. Their share of votes in
the IMF is much lower. The World Bank undertook changes in October 2018 in this regard.
But in the best case, developing countries will receive 40% of the vote and the share that these
countries represent as members of the World Bank - 75%. In order to reach the scope of the
Obijective 10, developing and the poorest countries have to be provided with an equal access
to efficient financial services; exports from these countries to rich countries to be exempt
from customs duties to increase aid to small and island countries.

In the world economy, resource consumption is rapidly increasing, including resource
spending per capita. In order to move to a consumption built on rational models, Objective 12
requires urgent action to be taken to ensure the current consumption of resources does not

lead to an environmental gradation.
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Even though the global consumption of material resources increased from 87 billion tons in
2015 to 92.1 billion tons in 2017 (up 254% compared to 1970). Since the 2000s, natural
resource extraction rates are constantly increasing. These high annual growth rates have
become decisive over the past 20 years, creating an overburden on nature. Unless coordinated
political action is taken by 2060, up to 190 billion tons of resources will be expected. To meet
demand requirements in 1990, 8.1 tons of useful ores were consumed, and in 2015 this index
has reached 12 tons. In order to change the paradigm in favor of rational consumption and
production models, the regulatory basis and economic policies in the field require to change.
In 2018 around 303 of such policies and instruments were developed by 71 countries in
addition to the countries of the European Community. They will make resource consumption
more efficient, reduce residues, implement the principles of sustainable development in
economic sectors.

A major problem for all mankind has become an unannounced climate change. The aim of the
Objective 13 is to develop urgent measures to reduce climate change that have a negative
impact on the health of the population endangering food security, disappearing freshwater
springs, causing migration of the population to a continental scale, diminishing economic
development in recent years.

The emission of greenhouse gases is one of the major causes for the climate change. In 2017,
the concentration of CO2 gases in the atmosphere reached new records. This increase means
an increase of 146% compared to the beginning of industrialization. In order for the global
temperature to rise within the predetermined limits but no more than 1.5°C, it is necessary for
the emission of gases to be compatible with the trajectory of the sustainable development of
the world economy. Climate stabilization and stimulating sustainable development are two
interdependent directions that complement each other.

In 2018, material losses caused by the natural disasters amounted to 186 billions of US
dollars, in 2019 - 150 billions, insurance companies lost 52 billions, the largest losses in the
last 30 years. A total of 820 natural cataclysms took place in 2019 [9].

The Paris Agreement within the United Nations Framework Convention on Climate Change
has been ratified by 185 countries. Funding for the development of national plans for the
adoption of countries to counter natural disasters and mitigate climate change has also been
launched [10].

Investments of a significant volume are needed to achieve the Sustainable Development Goals
by 2030. The required amount of investment is estimated to range between billions to trillions
of US dollars. Funding to close the infrastructure gap in areas of water supply, basic sanitary
conditions, public transport, energy development, irrigation, flood protection need to expand
from 2% to 8% of GDP depending on the strategic direction selected by states. At the national
level, it is necessary to align the financial system with national sustainable development
strategies.

The national financial and technological resources of each state must be proportionate to the

obligations assumed by the state. National states have the main responsibility for meeting the

objectives of the Agenda by 2030. National governments are the driving force behind their

own national strategies. As components of the global obligations in the given areas, they are
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involving civil society, private sector, necessary funding, technological resources and
scientists in this process.

A special role is given to the Addis Ababa Program adopted at the Third International
Conference on the Financing of the Sustainable Development Goals by 2030, which includes
strategies in various areas, measures to support them and the necessary financial funds.

The need for annual investment expenditures to achieve the Sustainable Development Goals
in all sectors is estimated by specialists at 5-7 trillion US dollars. Currently, the expenses
incurred in 2016-2019 are far from necessary.

The Global Investment Alliance created in 2019 and supported by the UN, brought together
management from 30 companies and began to play a significant role in mobilizing financial
resources. In addition, there is a growing financial interest in the Sustainable Development
Goals by 2030 thanks to the fact that these investments bring economic advantage and
benefits. Achievements of the Objectives will open up market opportunities with a turnover of
12 trillion US dollars and will ensure the creation of 380 million jobs by 2030.

5. Conclusions

1. The efforts of several governments through partnership that have included the Sustainable
Development Goals and Tasks to 2030 in their priority national strategic plans, mobilizing
the necessary economic, technological and human potential, have made some progress in
economic and social transformations. According to the report presented by the UN
Secretary General at the 2019 Session, the positive trends in sustainable development, in
the decrease of severe poverty and infant mortality, viral hepatitis infection were
highlighted. In 2010-2019, the water areas that passed into the national jurisdiction and
simultaneously passed in the category of the supervised ones have doubled. The access to
electricity of the population from some of the underdeveloped countries has increased, the
share of the population living in poor peripheral neighborhoods has decreased,
unemployment has decreased to the level until the crisis of 2008-2009. Progress was made
in promoting gender equality, as well as in attracting the means to implement this program.

2. The agenda for sustainable development by 2030 has grown: the necessary measures4 and
the serious approach of some national governments are reflected in the progress made. The
scale of the problems and the effectiveness of solving the objectives and tasks as a result
set have attracted the attention of the local governments of major cities in the world,
transnational corporations, civil society, academia and science.

3. Despite the huge changes that have been made to achieve “zero hunger” by 2030, the multi-
annual downward trend in the number of those suffering from hunger in 2015 has been
reversed. The number of people in need of food began to grow. At the same time, the
number of people suffering from hunger increased from 804 million in 2016 to 821.6
million in 2018, which means that one in nine people sleeps on an empty stomach, and one
in three suffers from malnutrition. Covid-19 has worsened the situation. According to UN
estimates, the number of those who will starve will increase by another 130 million. In this
environment Goal 2 "zero hunger” will be difficult to achieve by 2030 according to FAO

estimates.
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4. The symptoms of the spread of hunger, malnutrition, lack of food security have appeared in

virtually all sub-regions of the African continent, Latin America, while malnutrition has
remained stable in most regions of the Asian continent. Many underdeveloped countries
are in a state of stagnation or economic decline. With the geographic spread of hunger,
severe, extreme poverty has spread further. According to FAO experts' forecasts, the
extreme poverty index by 2030 will be 6%. Goal 1, which calls for the eradication of
severe poverty everywhere in any form, will not be met.

Currently, almost 2 billion people in the world suffer from a lack of food security in
moderate or severe form. As a consequence of the lack of regular access to the necessary
and nutritious volume of food, people are at risk of eating problems of relative quality and
condition, and unsatisfactory health. So, due to the lack of food security in moderate or
severe form, low-income and middle-income countries are impacted first, but the 8% of
people in the USA and Europe also face these problems. Shocks and economic crises
worsen the situation of severe food insecurity. Such problems also arise in underdeveloped
countries with the slowing and decline of economic growth, where inequalities in the
distribution of income and other resources causing social disparity have taken root.

It is concerning that insignificant progress has been made in reducing infant mortality,
combating HIV/AIDS, tuberculosis and malaria since 2015. As a result of the increase in
the population suffering from hunger and malnutrition, the number of obese children also
increased, such as those who are behind in development, those who are exhausted, etc. It is
frightening how quickly biodiversity is being lost- almost a million species of animals and
plants are on the verge of extinction.

7. In order to achieve the Objectives and tasks of the Agenda for Sustainable Development for

=

=~

9.

a period up to 2030, a huge volume of investments is needed, estimated at billions to
trillions of US dollars. In order to close the infrastructure gap in such water supply areas,
the creation of basic sanitation, public transport, energy system, flood protection,
expenditures may vary by 2030 from 2% to 8% of GDP depending on the strategy selected
infrastructure development [11].
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Rezumat

Ordinea de zi in domeniul dezvoltarii durabile dupa 2015 pe o perioadad de pdna in 2030 adoptata de
ONU este o0 programda de activitate globala in deplind armonie cu principiile securitatii omului. Cele 17 obiective
si 169 de sarcini ca parti componente a acestui document este o continuare a Obiectivelor de Dezvoltare ale
Mileniului determinate in 2015. Realizarea obiectivelor si a sarcinilor trasate pand in 2030 va determina
prosperitatea intregii planete si bundstarea populatiei la nivel global. Ludnd in consideratiei ca primul ciclu de
dezvoltare durabila se apropie de sfarsit, scopul acestei lucrari constd in a schita unele realizari obtinute in
aceastda perioada cu prioritate in domeniile lichidarii sardciei, foametei si malnutritiei, asigurarii securitatii
alimentare §i imbunatdatirii situatiei cu alimente nutritive ca rezultat al dezvoltarii durabile a agriculturii. Dupad o
perioada relative indelungatd de reducere a demensiunilor foametei si subalimentatiei (in 2015 - 784 milioane de
oameni acuzau acest flagel) in urmdtorii trei ani se observa o crestere ce acuza foamea si subnutrifie (in 2017 —
821 de milioane de oameni) — fiecare a noua persoand nu primeste hrand suficientd, ce dovedeste actualitatea si
necesitatea studiilor problemei date in continuare.

Cuvinte-cheie: dezvoltare durabila, foamete, eradicare a sardciei, securitate alimentard
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Annomauusn

THosecmka OHa 6 obracmu ycmoiiuugozo passumus nocie 2015 2o0a Ha nepuoo do 2030 coda, npunamas
OOH, npedcmasnsem coboti 2n0banvhvie pPAMKU pabomvl, HOIHOCMBIO 2APMOHUPYIOWUe ¢ NPUHYURAMU
besonacnocmu uenoeexa. 17 yenei u 169 3a0au A67AI0OMCA COCMABHBIMU HACMAMU MO0 OOKYMEHMA U
npedocmasnarom cobou npooondcenue Lleneti pazsumus moicaueremus, Komopule sagepuunuce ¢ 2015 200y.
Jlocmuoicenue yeneti u 3aoay, nocmagiennvlx k¥ 2030 200y, 6ydem onpedensimv npoysemanue 6cell NiaHemsl u
2nobanvHoe 61a20noayUe HACeNeHUA. YUumvleas, Ymo nepeblil YUkl YCmouuugo2o pasgumus no0OXooum K KOHYYy,
yenb 0aHHO20 UCCNIe008aHUs — 0030D HEKOMOPLIX OOCMUMICEHUL 3a IMOM NEPUoo, ¢ NPUOPUMEMOM 6 0ONACMAX
uUcKkopenenuss beOHocmu, 201004 U Hedoedanus, obecneverHus nPoO08OIbCMEEHHOU De30NACHOCMU, YIVYULEeHUs]
RUMAMENbHOCIY NUWU, 8 pe3yIbmame U YCmouuugo20 pasgumus cenvckozo xosacmea. Ilocne omnocumensuo
OUMeNbHO20 Nepuooa COKpaweHus macumaoos 2onoda u Heooeoarus (8 2015 200y uucio nocmpaoasuiux om
9mMo2o 6edcmeuss YMeHbUUIOCh 00 785 MUNIUOHO8 Uelo8ek), 8 credyrowie mpu 200a NOciedo8dl 8CHAECK 20100d
u HedoeoaHus (8 2017 200y — 821 muniuoHn uenogex), 4mo OOKazvleaem u NPAKMUYHOCHL U HEOOXOOUMOCHb
RPOOOIIHCEHUSA U3YYeHUst OAHHO20 BONPOCA.

Knirouesuvie cnoea: ycmoﬁqueoe paseumue, 20]100, UucKkopenenue 6e0H0cmu, npO()OGOJleWléi'eHHClﬂ beszonacrnocmo
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Abstract

In the Republic of Moldova marketing activities in agriculture have not yet become widespread. This
situation can be explained by the fact that many agricultural products are not grown or manufactured in
sufficient quantities to meet the demand of domestic consumers, and the importance and role of marketing in
conditions of shortage of goods remain insignificant, which is unjustified.

The article highlights the need and the way of implementing marketing activities within agricultural
enterprises. It specifies the term of agromarketing and analyzes the peculiarities of marketing activities for the
production of white sea buckthorn, which is the subject of study in the framework of an institutional project
called: “Development of technology for white sea buckthorn production in the ecological system and the
processing of fruit and biomass”, approved for funding by the State Program for 2020-2023.

This paper can be considered as the basis for developing a marketing policy for the cultivation of white
sea buckthorn. It supports the need to develop a marketing policy that begins with the rationale for the
implementation of activities based on the concept and principles of marketing and has the mission to convince
agricultural entrepreneurs to implement marketing activities within agricultural enterprises.

Keywords: marketing activities, agromarketing system, marketing-mix tools, white sea buckthorn production

1. Introduction

The management system of the production process and agribusiness primarily involves
flexibility, elasticity, operation and sensitivity to market changes. More than that, the
marketing orientation is more adjustable to innovations, in general, and to the market
situation, in particular. It widely uses modern methods of product and price policies in the
organization and management. An agricultural entity with such guidelines bears or has a high
social and moral responsibility for the product proposed and placed on the market. The
bottom line is that the philosophy of the personal and management team is different. In the
first variant, the goal of a (satisfied) consumer is pursued, and in the second, to produce and

sell. All these aspects finally influence the agribusiness results.
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2. The degree of investigation of the problem and purpose of research

Publications, referring to the problems of marketing implementation in the activities of
agricultural enterprises in the Republic of Moldova, are practically lacking. Agricultural
entrepreneurs most often use marketing concepts intuitively in their work.

The aim of this study is to justify the need for implementing marketing activities at
agricultural enterprises in the Republic of Moldova, especially in the production of white sea
buckthorn, for which the institutional research project “Development of the production of
organic white sea buckthorn and the processing of fruit and biomass” was developed and
approved.

3. Applied methods and materials

Sources of local and foreign literature are used regarding the approaches of different authors
to the need and methods for implementing the marketing activities at agricultural enterprises.
In developing the article, the method of induction and deduction, systemic analysis,
qualitative and quantitative methods for assessing and forecasting market indicators of agri-
food products, including white sea buckthorn, were used.

4. Obtained results and discussions

A simple, complete and unanimously accepted definition of marketing activities in agriculture
Is impossible, because according to many experts, it cannot be considered solely as a science,
a practical approach or art. Marketing activities in agriculture have a much wider purpose than
selling agricultural or food products, including processing operations, stock management,
distribution, pricing and product promotion, etc. In addition, it deals with the market study
and the art of influencing it, competition and market surveillance / regulation by public
authorities. It also affects the three main market components: agricultural entity, consumers
and public authorities.

In the daily practice of developed countries, the agri-food marketing system operates in an
astonishingly complex and regulated manner, with the aim of immediately satisfying the
demand for quantity, quality and diversity of products requested by consumers [1, p. 174].
The consumer has come to satisfy his needs, desires and preferences without any difficulty.
This is due to the fact that agricultural producers, as well as processors and distributors, are
constantly planning and solving the main issue of adjusting the supply in accordance with
changes in demand that they expect for at least several months. An agricultural product must
undergo several types of transformations, before becoming food, four of which are basic:
physical transformation, dimensional transformation, transformation in time and
transformation in space [2, p. 113].

Bearing in mind references to four types of utilities, it can be stated, that marketing in

agriculture plays a crucial role in managing the activities of enterprises in the agri-food sector,

orienting them towards the production of goods that are demanded on the market, selling

them to the right place and at the right time and get hold of them as soon as possible.
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Fulfilling these goals, the producers and traders can maximize their profits through greater
consumer satisfaction.

There are many definitions of marketing in agriculture. According to the authors, the simplest
and most understandable for Moldovan producers may be that of the Romanian scientist
Constantin Marian, who defines the marketing activity in agriculture as agrimarketing and
states that agrimarketing represents: “A set of activities, techniques, methods and procedures
in which supply of agricultural and food products is regulated according to changes in
demand, in order to maximize consumer satisfaction, by providing them with the necessary
goods in the required quantity and quality, as well as at the right time and place, but also to
optimize profit for producers and traders” [3, p. 79]. At the same time, we believe that this
definition should be supplemented with the ability to manage agribusiness and study the land
market in order to accumulate additional profit based on optimizing entrepreneurial activity
and more fully satisfying the needs of rural food and processing enterprises with agricultural
raw material.

At the level of theoretical approach to the problem under study, it is important to formulate
the term “marketing activity” within the agricultural entities. Thus, in our opinion, the
marketing activity is a way for an agricultural entity to achieve its ultimate goal. For an
agricultural entity that wants to succeed in the market, this ultimate goal is to maximize profit
by meeting the needs of consumers. The specific steps that an agricultural entity must take in
order to achieve this goal are to constantly research the market and consumption needs, with
the adaptation of the enterprise to these changes.

According to the authors, marketing activity in agriculture includes the realization of
forecasting and planning function aimed at extending the balance between demand and supply
with the help of the marketing-mix complex tools: product, price, placement and promotion.
Of course, the results of agricultural market study should always be taken into account. It is
necessary to use a comprehensive approach to marketing management, based on ensuring the
mutual relationship between the elements of agro-marketing, to achieve the task of satisfying
the needs of consumers in food products and agricultural producers - in material, labor and
financial resources. It is also important to comprehensively approach marketing activities on
the basis of optimizing the interaction of all elements of the marketing-mix, which
corresponds to the prerogative of maximally satisfying the consumer demand with minimal
marketing effort. The choice of “white sea buckthorn” product was not accidental. White sea
buckthorn is rightly considered to be a magic plant, a super food and a bank of vitamins. This
culture has several areas of importance for human society, namely: nutritional value,
therapeutic importance, economic value and ecological significance (Figure 1).

Analyzing multilaterally the definitions given by several authors, we propose that marketing
activities for the production of white sea buckthorn should be conceived as follows:
“Marketing activities for the production of white sea buckthorn is the process of studying the
market for this product by white sea buckthorn producers and the subsequent use of
marketing-mix elements in order to obtain profit by satisfying the population with white sea
buckthorn products”.

Next, we will analyze the particularities of marketing activities for the production of white sea

buckthorn. The specific peculiarities of marketing activities for the production of white sea
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buckthorn are determined by agricultural characteristics as an area of the real sector of the
national economy: dependence on climatic conditions; the role and importance of products
obtained in the phytotechnical and zootechnical sector; discrepancy between the working
period and the production period; the seasonal nature of bearing costs and their
materialization in various goods; variety of forms of ownership; many types of organization
of agricultural households; the presence of external economic relations; participation of
central and local public authorities in the development of agro-industrial complex and its
industries, etc.

- Food additives; T el

- Juices;

- Concentrated; Oil and other

- Drinks (wine, liquer); bioactive substances Green Tea
- Jams and jellies;

- Chocolate, ice cream
- Tea

A -Organice
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- Nitrogen fixation (br_lcglgges),
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Figure 1. The importance of white sea buckthorn for the society
Source: elaborated by authors
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One of the peculiarities of marketing activities for the production of white sea buckthorn is
determined by the fact that the production of white sea buckthorn is associated with the main
means and the object of production - land, cultivated area, soil quality and intensive use. Soil
can be improved with proper and careful use. In this context, the rational use of phytosanitary
products or their total lack in the technological process, the replacement of chemicals with
biological methods to combat diseases and pests, the implementation of soil conservation
technologies create sustainable premises for obtaining ecologically clean products. On the
other hand, the reckless processing of agricultural land has a negative impact on the
productivity of white sea buckthorn and on the quality of the obtained products. All these
attribute to the marketing activities for the production of white sea buckthorn a certain
specificity in the process of its organization and start-up. Natural and economic processes in
the agribusiness activity are integrated and form new conditions for the development and

organization of marketing.
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If we are talking about the white sea buckthorn, then it is useful for the soil due to its
hardiness; the strong root system with a high dredging capacity is used as a pioneer plant in
areas with very eroded land or when restoring anthropogenic soils in the industrial and mining
areas. Another advantage is that white sea buckthorn is fixed at 180 kg N / ha per year. White
sea buckthorn also gives poplar and pine a more vigorous growth in mixed forest strips.

Another peculiarity, no less important for the marketing of white sea buckthorn production, is
the fact that marketing specialists are faced with the basic needs of the products. Based on
this, agro-marketers must timely, taking into account the age, gender, national traditions and
health status of consumers, meet their needs, requirements and interests in the required
volume and range. White sea buckthorn goods are often perishable and, therefore, require
quick delivery, attractive appearance and proper packaging.

The next peculiarity of marketing activities for the production of white sea buckthorn is the
discrepancy between the work period and the production period. Thus, white sea buckthorn
products are obtained once a year, while the working period lasts a whole year. In this
context, specialists in the field should be well aware of the specifics, to be able to forecast
consumer demand, the trend of its satisfaction, market conjuncture, etc., because the
efficiency of marketing in the production of white sea buckthorn depends on all these points.
This peculiarity is associated with the seasonal nature of white sea buckthorn production. The
listed peculiarities of white sea buckthorn production, in contrast to industrial production, are
achieved through specific forms and methods of agri-food products.

Since the consumer may be the last link in the examined chain, marketing activities regarding
the processing of white sea buckthorn products (primary or secondary) directly by producers
in an agricultural entity are strongly required. Currently, as a rule, these functions are
performed by other types of marketing, located between the first consumer and the final
consumer, i.e. by distributors (intermediaries). Primary processing, directly in the agricultural
enterprise, is aimed at preserving the white sea buckthorn products and their quality, but not
at improving consumption qualities.

Namely the situation in the processing of white sea buckthorn products, its provision with
services and reduced competitiveness compared to similar imported products do not
correspond to the modern requirements of consumers. This is explained by the fact that:

 agricultural enterprises operate in a difficult market;

« rural population does not have sufficient experience and traditions to organize
entrepreneurial activities and marketing activities;

* many economic subjects in the agri-food sector do not have the necessary amount of
money and adequate stocks;

» the state does not sufficiently finance and support this area of entrepreneurial
activity;

« science and industry are not properly trained and do not provide quite effectively the
given sphere of entrepreneurial activity.

Marketing activities for the production of white sea buckthorn is also outlined by the diversity

of forms of ownership on land, means of production and production-commaodity. This implies

diversified competition, which is controlled only by the level of consumer satisfaction. In the

context of a particular type of property, there are many forms of organization, operation and
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self-management, but the most important thing is that the created agromarketing systems are
sensitive, perceived and adapted to the consumer requirements, needs and interests.

Agriculture, including the production of white sea buckthorn, as a sector of the national
economy is characterized by various legal forms of organization such as: joint stock
companies, limited liability companies, agricultural cooperatives, peasant households
(farmers), etc. Hence, it follows the diversity of possible forms of marketing for the
production of white sea buckthorn, starting with objective marketing programs and ending
with the results of agribusiness. Marketing activities for the production of white sea buckthorn
are aimed at harmonizing the needs of consumers and its primary task is to create an
integrated system at the country level, which would provide the necessary conditions for
unlocking the potential of each entity. A complex aspect of the organization of marketing
activities for the white sea buckthorn production is to reflect the dialectic of the forms of
organizing the interconnection with the static character of this process. Currently, the
movement of farmers in the Republic of Moldova has gained some spread, but due to the
limited material possibilities, especially at the initial stage, the process is complicated and
marketing should adapt, no doubt, to a typical peasant (farmer) household. Thus, it is
necessary to create a movement of white sea buckthorn growers to protect and promote these
producers at national and international levels.

Thanks to the privatization process and immediately after the completion of the land reform, a
significant part of the former cooperatives or state-owned enterprises have changed their
»facade”, becoming joint-stock companies, agricultural cooperatives or limited liability
companies. In this particularly illustrative context, an example is given of joint stock
companies in which, at the beginning of the 21st century, the number of land beneficiaries
clearly prevails among corporate enterprises. Namely, this legal form of organization served
as a bridge from cooperative or state enterprises to other forms based on private property:
agricultural cooperatives, limited liability companies, peasant (farmer) households, etc.

Another peculiarity of marketing activities for the production of white sea buckthorn consists
in the irregularity, nonequivalence and various levels of development of marketing activities
in the agribusiness system, which includes the production, processing and realization of white
sea buckthorn products. Unsatisfactory level of marketing insurance for, at least, one of these
links leads to inadequate marketing. Moreover, this, in turn, reduces the efficiency of
agribusiness.

A specific feature of marketing activity for the production of white sea buckthorn is also a
higher sensitivity, adaptability, self-organization and self-management of the agromarketing
system in comparison with other types of marketing systems, which is conditioned by the
following:

* consumer’s demand has a range of determinative and incidental requirements, needs
and interests. For this reason, first of all, the agromarketing system has to meet the
primary needs and to have flexible attitude to uncontrollable requirements and
interests;

» on the market of agricultural products, including white sea buckthorn, there is fierce
competition due to the homogeneity of goods. According to this fact, households
with a competitive system succeed not only in the country, but also abroad;
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« agromarketing system requires operational receptivity to government decisions
relating to the multitude of organizational forms of the economic subjects.

Another peculiarity of marketing activity for the production of white sea buckthorn is the
lower level of science and art of marketing activities compared to other types of marketing
(industrial, commercial, etc.). This disadvantage is due to several factors. Firstly, we are
facing a situation in which producers of white sea buckthorn, forced to deal with basic goods
in a still deficient market, pay little attention to marketing activities and, as a result, neither
the necessary experience nor the art of marketing was formed. Secondly, in the country and in
the field, the science of agromarketing has not yet been established and, consequently, there
are no reasonable recommendations for carrying out marketing activities in agriculture. With
regard to agricultural entities, such science practically does not exist; and inside agri-food
enterprises the units of marketing services are just at the initial stage of creation and,
therefore, they are forced to operate mainly on the basis of intuition and chance.

Marketing activities for the production of white sea buckthorn must be oriented towards
extending the balance between supply and demand with the help of marketing-mix tools. This
requirement also refers to marketing activity for the production of white sea buckthorn that
includes all traditional elements of marketing:

» product - identification of harvested white sea buckthorn goods, selection of efficient
technologies for cultivation of white sea buckthorn plantations;

 price - studying the price policy in the production of white sea buckthorn, setting the
optimal prices;

 distribution - organization of distribution and logistics activities in agricultural
entities producing white sea buckthorn;

« promotion — carrying out different types of communications (advertising, public
relations, personal sales, etc.) to promote sales on the market of white sea buckthorn
products.

Let us further examine these elements, with an emphasis on various aspects of management in
the production of white sea buckthorn.

Product-related activities include making decisions on the selection of white sea buckthorn
varieties susceptible to cultivation in one agricultural entity or another. Any agricultural entity
needs to know which varieties will have increased demand next year or the next few years. It
is in the agricultural sector, in contrast to other sectors of the national economy, that the
required amount of production is determined for a period of one year. This is due to the fact
that white sea buckthorn is produced only once a year. An agricultural entity should give
preference to those varieties that are more resistant to unfavorable climatic conditions
characteristic of the Republic of Moldova.

With regard to pricing in the white sea buckthorn industry, it stipulates, first of all, for the
adoption of decisions related to the pricing of white sea buckthorn production. In this
industry, the justification of prices should be determined by production costs, since normal
functioning of farms is largely dependent on the recovery of costs and obtained profit.

Distribution activities involve making decisions regarding the distribution of white sea

buckthorn production to consumers. These decisions correlate with price decisions and

product storage possibilities. At the same time it could be mentioned that the distribution of
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white sea buckthorn on the market is a big problem for agricultural entities, since this type of
product requires special requirements for transport, storage, handling and packaging. The
main problem is the high level of spoilage of white sea buckthorn fruits and to avoid this,
temperatures below zero degrees are needed. Thus, the harvested production of white sea
buckthorn requires refrigerated storage facilities for the total produced volume. Agricultural
entities will gain if they also provide cold storage to preserve the white sea buckthorn crop,
allowing them to have sales throughout the year.

Promotional activities include making decisions regarding communication with consumers.
For this area, the promotion of white sea buckthorn production, which is still little known to
the whole society, is to inform consumers about the benefits of white sea buckthorn products.

Marketing activity in agriculture (including in the area of white sea buckthorn production) is a
process of analysis, planning, organization and control of marketing-mix elements carried out,
taking into account the specific activity of agricultural entities. The use of large-scale
marketing tools could solve a set of economic, social, demographic and organizational
problems in the agro-industrial area.

Marketing activities for the production of white sea buckthorn determine the production and
distribution policy in this area, which is oriented towards obtaining a higher profit in the
competitive market conditions. The main task is to establish and maintain the interaction of
this area with the environment, ensuring advantages in the competitive fight on the
agricultural market.

Marketing activities for the production of white sea buckthorn includes research and
development of a strategy in order to meet the consumers’ needs in white sea buckthorn
products.

The connection of the agromarketing system for the production of white sea buckthorn with
other agribusiness systems is presented in Figure 2. It, conclusively, demonstrates that the
agromarketing system for the production of white sea buckthorn is a means of merging
consumers’ demand, production potential, marketing opportunities and market relations.
Namely, this system is designed to ensure the satisfaction of consumer needs, based on
integrated approaches and in-depth analysis.

When organizing the agromarketing system in agricultural entities, it ensures its integrity, i.e.
the creation of an optimal system in terms of content, structure and operation. At the same
time, the agromarketing system for the production of white sea buckthorn must be economical
and safe. An important requirement for this system is its design, organization and
rationalization in order to ensure sensitivity, receptivity and adaptability to consumers’ and
market’s needs. To achieve these requirements it is necessary to create a whole series of
subsystems, such as: the mechanism of organization, the technology of agromarketing
process, the cultural and professional potential of marketers. The agromarketing system for
the production of white sea buckthorn can work effectively only in case of optimal and
rational organization, as well as due to the accomplishment of agromarketing cycle. For this
reason, it is necessary to carry out the following measures:

— use of scientifically argued technologies in the agromarketing activity;

— training, modeling and programming of marketing communications;

— providing marketers with technical, organizational, mathematical resources, etc;
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— permanent improvement of marketing qualification of entrepreneurs, managers,
marketers;

— creating a comfortable creative-innovative, social-psychological and moral-ethical
climate inside the team, as well as in the consumer-producer system.

Agribusiness system

White sea buckthorn
management and production
systems

Staff,
equipment,agromarketing
and production technology
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Satisfying consumers’
demand, market’s
conditions, etc.

Figure 2. The place of agromarketing system in producing white sea buckthorn in the

agribusiness system
Source: adapted and completed by FO. A. Lpinkus [6, p. 56]

The functioning of agromarketing system for the production of white sea buckthorn implies a
high level of culture, ethics and aesthetics, because one of this system’s objectives is the
education of consumers and producers.

From a methodological point of view, marketing activities for the production of white sea
buckthorn should be focused on the following areas: improving the conceptual and categorical
apparatus; using the concept of interaction and a systemic approach in developing marketing
system models; applying the cyber approach; developing a conceptual model of

organizational levels of marketing management; forming the marketing monitoring algorithm.
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The general purpose of the marketing service in the management of an agricultural entity
producing white sea buckthorn, as well as the way to supplement this service with control
elements depends on the marketing strategy of the entity. In the case of white sea buckthorn
products, strategies are usually simpler than in areas where technology, fashion or innovations
are critical elements. Marketing strategies for the production of white sea buckthorn are aimed
at meeting the needs of consumers in food, which, in turn, are manifested as primary or vital
needs of all people. Therefore, in order to ensure consumption, it is not necessary to make
advertising efforts for all products obtained from white sea buckthorn crop.

5. Conclusions

We believe that marketing activities for the production of white sea buckthorn ensure the
implementation of a set of measures aimed at the production and distribution of white sea
buckthorn products in order to satisfy the current and future needs of the population in such
products.

Marketing activities on the white sea buckthorn market can be carried out at two levels,
including:

— macroeconomic, which includes the following stages: establishing the mission of
white sea buckthorn production area; planning the assortment of white sea buckthorn
products; elaborating the strategy for the development of white sea buckthorn
production;

— microeconomic, which has as objectives: conducting marketing research in the field;
determining competitive advantages for each agricultural entity; elaborating overall
marketing strategy per entity and agromarketing plan for each type of white sea
buckthorn product.
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Rezumat
Activitatea de marketing in agricultura in Republica Moldova inca n-a obtinut o raspandire larga.
Aceasta situatie se poate explica prin faptul ca multe produse agricole sunt cultivate sau fabricate in cantitdti
insuficiente pentru satisfacerea cererii consumatovilor autohtoni, iar importanta §i rolul marketingului in
conditiile deficitului de marfuri ramane minor, ceea ce este nejustificat.
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In lucrare se argumenteazd necesitatea si modalitatea de implementare a activittii de marketing in
cadrul entitatilor agricole. Se concretizeaza notiunea de agromarketing si se analizeaza particularitdtile
activitatii de marketing la producerea catinii albe, care este obiectul de studiu in cadrul proiectului institutional
cu denumirea: ,, Elaborarea tehnologiei de producere a catinii albe in sistem ecologic si a prelucrarii fructelor §i
biomasei” aprobat pentru finantare prin Programul de stat pentru anii 2020-2023.

Lucrarea poate sta la baza elaborarii politicii de marketing la cultivarea catinii albe. Se argumenteaza
necesitatea elaborarii politicii de marketing care incepe cu fundamentarea necesitatii de realizare a activitatii in
baza conceptului si principiilor de marketing si are misiunea de a convinge antreprenorii din agricultura sa
implementeze activitatea de marketing in cadrul entitatilor agricole.

Cuvinte-cheie: activitate de marketing, sistemul de agromarketing, instrumentele marketingului-mix, producerea
catinii albe

Annomauusn

Mapxemuneosas OesamenbHocmb 6 ceabckoxoszalicmeennou ompaciu Pecnybonuku Mondosa ewe He
HAWNa Wupoko2o npumenenus. Jannas cumyayus OOBACHAEMCS MeM, 4MO MHO20 CelbCKOXO3AUCMBEHHbIX
NPOOYKMOS8  GbIPAWUBAIOMCA  UNU  NPOU3BOOAMCA 8 MeHbUleM KOIuyecmee No CPAGHEHUI0 CO CHpOCOM
omeuecmeenvIX nompedumenei, mem CamblM 3HAYEHUIO MApPKemuHed 6 YCI08uAx oeuyuma mosapos e
yoenaemcs 00IHCHO20 HUMAHUS, YO 0OOCHOBAHHO 8 YCII08UAX PLIHOYHBIX OMHOWIEHUL.

B pabome obochyiomcsi neobxooumocmev u cnocobvi 6HeOpeHus: MAPKEMUH2080U OessimelbHOCHU 6
CeNbCKOX03ANUCMBEHHbIX npeonpuamusx. Koukpemusupyemcs noHamue azpoMapkemuHea U aHanusupyomcs
0COOEHHOCU MAPKEMUH2080U OesAmenbHOCMU 8 cghepe npou3eoocmea 6enoll odaenuxu, KOMopds A6IAemcs
00BEKMOM UCCIeO08aAHUA 68 UHCMUMYYUOHATbHOM npoekme «Paspabomka mexnonozuu npousgoocmea 6enol
obrenuxu 6 5KOI02UHeCKU YUCmol cpede U nepepabOmKu QPYKmos u OuomMaccely YmeepiCOEHHuIU Ol
¢unancuposanus I'ocyoapcmeennoii npoepammoti va 2020-2023 200bi.

Paboma mooicem cmamv ocnogoll paspabomku ROIUMUKYU MapKemunea OJid Gbpaujueanus Oenou
obnenuxu. Apsymenmupyemcs Heob6X00uMOCms paspabomKy NOAUMUKU MapKemuHad, KOMopas Ha4uHaemcs ¢
060CHOBANUA HEOOXOOUMOCTNU OCYUeCMELeHUs OeAMEeNbHOCIMU HA OCHO8e KOHYEeNnYUuu U NPUHYUNO8 MaApKemuHea
U Hanpasenena Ha yoOedcOoeHue npeonpunumamenei, 3AHUMAIOWUXCA CENbCKUM XO3AUCBOM, GHeOpsAmb
Mapkemune 8 ceoell 0esamenbHOCmU.

Knrouesvie cnosa: mapkemunzoeas oessmenpbHOCMb, a2poMapkemune, uHcmpymenmst marketing-mix,
npou3ze00cmeo 6enoul obnenuxu
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Abstract

Economic freedom of business entities, unpredictability of external environment, imbalance of
managerial powers between the business itself and government agencies require a significant improvement in
terms of quality of decisions. This task can be solved only on the basis of systematic analysis of financial
statements both at the level of enterprises themselves and at the level of government bodies. This paper
particularly focuses on improving the quality of working capital management, which calls for updating the role
and requirements for analysis tools as basis for development and adoption of decisions along the entire vertical
management chain of economic processes. Authors are considering various options regarding the improvement
of economic analysis methodology for the use of current assets as the most important tool for the administration
of agricultural enterprises financial condition. As a result, this paper presents a methodology for improving this
tool and for managing the financial condition of agricultural enterprises as well as for developing advance
measures to prevent its deterioration.

Keywords: analysis of financial statements, current assets, financial cycle, financial stability, industrial property
real value coefficient, sources of working capital, liquidity ratio

1. Introduction

The market economy radically changes the attitude of economic entities towards cost
accounting with its basic principles - self-sufficiency and self-financing. A significant
difference of its role under market economy, compared to centralized state control of the
economy, is the exclusive responsibility of its owner for the financial condition of economic
entity. This means that if a business entity cannot ensure self-sufficiency and self-financing of
its activity then it no longer exist. Hence, the main task for any business entity management is
to ensure a sufficient level of self-sufficiency and self-financing. The same task is faced by
state authorities, since there cannot be a self-sufficient state with a low-level of management
of economic processes. Carrying out this task both by state, municipal authorities and by
business itself requires improvement of the system of social and economic development
management along the entire vertical chain already in new conditions of a society. Currently,
there is no such system. The general task-setting process and individual national projects are
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not sufficiently balanced, and, accordingly, cannot ensure overall growth of social and
economic development.

To this should be added the negative influence of internal and external factors. It can be
mentioned here, first of all, a weak implementation of tasks and projects, which in turn is a
consequence of officials’ low level of responsibility, lack of control and of an effective
system for evaluating their performance. At the same time, more in-depth scientific research
is required by issues related to the organization of enterprises operating within the agro-
industrial complex (AIC) both at regional level and in the country as a whole such as, namely,
the management of current assets both as consistent and adaptive tools that affect the financial
condition of agricultural entities in new economic conditions. Effective asset management is
one of the most important sources of funding for an organization. Its relevance lies in the fact
that unlike other sources of funding it does not bear direct costs and financial risks. [6, p.
413]. Experience shows that there always exists an opportunity to improve the efficiency of
the use of assets, and, as a consequence, to reduce additional funds that can be attracted from
external financing sources.

However, this requires improvement of the methodology for managing the financial condition
of agricultural enterprises having complete economic self-sufficiency.

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

It is known that the main functions of management are: planning, organization, accounting,
control, and evaluation of results. All are extremely important and correlated. If there is no
planning system, but, instead, there is a formulation of individual tasks or, as it is now
fashionable to say: “development of road maps”, then it is really difficult to expect a positive
result.

The planning system, even if it is purely indicative, provides for a balance of goals with
resource support for their achievement. Implementation of this condition is possible based on
full knowledge of the state of social and economic development and its management. To this
end, it is necessary to really work with current accounting information as well as with the
official information in the financial statements, both by legal entities themselves and by the
state and municipal governing authorities.

A comprehensive economic analysis regarding the operation of enterprises should be carried
out systematically with the subsequent use of its results for the development and use of
economic levers that stimulate social and economic development of economic entities,
individual regions and of the state as a whole.

When assessing the activities of economic entities, the priority indicators, in our opinion,
should be: net cost, profit, profitability, return on assets, turnover of working capital,
liquidity, and also productivity of land for agricultural enterprises, efficiency of land use
based on scientifically-based crop rotation, use of new technologies, etc.

Many well-known scientists focused their work on the problem of developing methodological

techniques and methods (I.A. Blank [3]; Yu.M. Bakhramov and V.V. Glukhov [6]; A.A.
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Volodin [4]; V.D. Gerasimova [1]; N.N. Selezneva [5] and others). However, the economic
independence of agricultural enterprises and unpredictability of external factors affecting their
operation have not been sufficiently approached methodologically in certain areas of analysis
by these authors, in our opinion.

The purpose of this research paper regarding the problem of improving the management of
current assets is to study and recommend certain methodological techniques and methods of
analysis that are characteristic to particular agricultural enterprises within a separate region of
the Left Bank of the Republic of Moldova and, on this basis, make reliable, balanced and
operational management decisions.

3. Materials and methods of research

The management of working capital, i.e. the management of asset turnover has an important
role in the management of financial condition of the enterprise.

/ Funds

Goods < Production

Figure 1. Working capital management system

The continuity of the production process requires available working capital at all three stages
of the circuit at any time, and their management implies compliance with the following
conditions:

e Sufficient availability of own current assets;

e Formation of working capital from own and borrowed sources;

e Use of own working capital for the formation of inventories and other assets;

e Planning the need for working capital, determined according to economically
justified standards;

e Calculations and management of the financial cycle should be carried out on the
basis of working capital turnover indicators.

The analysis of the financial condition of the enterprise is based on the comparison method
and the balance method.

The main source of information for analyzing the state of the enterprise on the use of current
assets is the balance sheet and other financial statements regarding total income status. For a
comparative analysis, materials of the statistical office of Rybnitsa region for 2018 and 2019
were used. (see Table 1) [7].
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Table 1. Key performance indicators of
agricultural enterprises of Rybnitsa region (thousand rubles)

i Deviation .

Indicator 2018 2019 2019 /2018 Ratio, %
Sales revenue (revenue) 180 987 210 661 29 674 116,40%
Cost of sales 116 841 144 468 27 627 123,64%
Gross profit (loss) 64 146 66 193 2 047 103,19%
Net income (loss) 19 796 42 885 23 089 216,63%
Balance asset total 269 874 316 697 46 823 117,35%
Long-term (non-current) assets 159 631 177 134 17 503 110,96%
Short-term (current) assets 110 243 139 563 29 320 126,60%
Stocks 88 635 101 724 13 089 114,77%
Cash and cash equivalents 1 005 6 665 5660 663,18%
Capital and reserves 163 045 187 752 24 707 115,15%
Short-term trade and other 16 298 25673 9375 157,52%
receivables

Source: Developed by authors based on statistical reporting data [7]

To study the structural content of current assets and their sources of formation, the following
information in the accounting and reporting data for 2018 and 2019 was used (see Table 2)

[7].

Table 2. Structure of sources for the formation of working capital

of agricultural enterprises of Rybnitsa region
Sources of 2018 2019 Optimal
0, [0)
formation thousand % to thousand Y% to structure.%
rubles total rubles total
1. | Own capital 163 045 | 51,48% 187 752 | 58,21% 40-50
incl. current assets 110243 | 34,81% 139563 | 43,27%
2. | Loans and credits 30284,30 | 9,56% 25 783,90 7,99% 20-30
incl. short-term 28697,9 | 9,06% 20 356,0 6,31%
obligations
3. | Accounts payable 123 407,40 | 38,96% | 109 027,90 | 33,80% 20-25
incl. direct loans 28 697,90 6,39% 20 356,00 4,67%
promissory notes 64 546,70 | 14,37% 60 913,90 | 13,98%
payable
advances received 24211,1 5,39% 17 537,30 4,03%
4. | Attracted funds 15012 3,34% 14 276 3,28% 5-10
5. | Net working capital 32111,90 30974,0
(page 4 — page 5)

Source: Developed by authors based on statistical reporting data [7]

Methods of statistical observation and analysis on the use of working capital allows us to

conclude that the dynamics of financial statements of agricultural organizations in Rybnitsa

region indicates a decrease of net working capital (NWC) by 3.5%. At the same time, an

analysis of its structure indicates a 15% increase of own sources and reaches the optimal

level. Significant changes in the structure of borrowed sources can be noted: loans and credits
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have significantly decreased (5.92%, optimal value 20-30%), at the same time, accounts
payable remain at the maximum level (25.03%, with an optimal value of 20-25%), although
compared to 2018 it decreased (27.47 in 2018 and 25.03 in 2019).

Analysis of sources on the formation of working capital allows us to make the following
conclusions:
e Firstly, on the positive side, the share of own sources increased from 36.30%
in 2018 to 43.10% in 2019, which is the result of increase in sales revenues by
16.40% and of net profit by 116.63 %.
e Secondly, the absolute decrease of net current assets is a consequence of
borrowed sources reduction due to their high cost.

Data calculated under the analysis at regional level allow making proposals to the Central
Bank on the need to revise the credit policy by reducing the interest rate for loans. This is
especially true for the agricultural sector, which has an extreme need for modern technical and
technological equipment.

4. Obtained results and discussions

To ensure the liquidity of enterprises, it is important to optimize the placement of current
assets. The most known method for modeling the placement of current assets is the Baumol
and Miller-Orr model [4, p. 93]. To estimate this process of asset management, the coefficient
of industrial property real value (Cvip) is used, which is calculated by the formula:

Craeip +idn
CﬂipzhL:“.Lm (1)

Where:

Chasic. — fixed assets;

A, — current production assets.
A — total asset value.

The minimal value of this coefficient is 0.5. At the analyzed enterprises this ratio was 0.92 in
2018 and 0.88 in 2019. This indicates a decrease in the real value of property used in the
production by agricultural organizations from Rybnitsa region.

The value of financial cycle (FC) is important for the management of financial condition of
business entities, and, accordingly, of social and economic development in general; this value
is calculated according to the formula:

FC=T  .+T . Tope 2
Where:
FC — financial cycle period, days;
Tsc. — inventories turnover time
T, .. — time of circulation of receivables;
Tap.c. — time of circulation of accounts payable.
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As can be seen from the above formula, the financial cycle includes time spent by working
capital in the production stage and in the commodity stage.

Financial cycle management is the most important task of managing the finances of business
entities.

It is customary to distinguish four types of financial condition of the enterprise: absolute
financial stability, normal, unstable and crisis financial condition.

Businesses with strong financial position can administrate the financial cycle of accounts
payable, which allows:

e using a cheap source of funding compared to own funds and credit;

e accelerating the turnover of working capital by reducing the financial cycle.

At the same time, this is possible provided that the share of accounts payable in the working
capital falls within the normal range (20-25%) or its increase does not exceed 10%.

Failure to comply with these conditions leads to disturbance of the structure of the working
capital, emergence of financial difficulties as well as to deterioration of the image of an
economic entity in the eyes of banks, resource providers, etc.

Having an unstable financial position it is possible to manage the financial cycle by
optimizing the turnaround time of inventories and receivables. Regulating working capital by
means of accounts payable should not be a normal thing. Its increase will be justified only in
cases of extreme necessity and the decrease should be consistent with decrease in receivables.
In any case, it is necessary to aim at providing the enterprise with the required amount of own
funds. This can be solved by:

¢ Reducing net profit deductions to the consumption fund, i.e. changing the ratio
between the consumption fund and the development fund in favor of the latter.

e Sales of receivables.

e Sales of surplus material, technical resources, finished products.

e Refusal to manufacture unprofitable products.

Table 3 shows a calculation of financial stability for agricultural enterprises from Rybnitsa
region.

Table 3. Calculation of financial stability
for agricultural enterprises of Rybnitsa region (thousand rubles)

Balance asset 2018 2019

1. Fixed assets 159 631 177 134
2. Current assets 110 243 139 563
3. incl. inventories 88 635 101 724
Balance liability

4. Capital and reserves 163 045 187 752
5. Long-term liabilities 28 697,90 20 356,00
6. Short-term liabilities 123 407,40 | 109 027,90
7. including short-term loans 4 664,00 2 038,50
8. Availability of own funds allocated to current assets (page 4

- page 1) 3414 10 618
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9. Availability of own working capital (page 4 + page 5 —

page 1) 32111,90 30 974,00
10. Availability of shared sources (page 9 + page 7) 36 776 33013
11. Surplus (shortage) of own funds (page 8 - page 3) -85 221,00 | -91 106,00
of own funds, taking into account long-term loan (page 9 -

page 3) -56 523,10 | -70 750,00
shared sources (page 10 - page 3) -51859,10 | -68 711,50
12. Type of financial condition Crisis Crisis

Source: Developed by authors based on statistical reporting data [7]

As can be seen from the above data, agricultural enterprises in the Rybnitsa region are in a
state of crisis, resulting from the availability of own funds, including taking into account the

long-term loan and general sources:

S (Short)o.f.< 0
S (Short. )it L. < 0
S (Short.)s.5.< 0
Where:

S (Short.)o . — surplus (shortage) of own funds;
S (Short.)it;. — surplus (shortage) of own funds taking into account long-term loan;
S (Short.)ss. — surplus (shortage) of own funds taking into account shared sources.

©)
(4)
(5)

According to data presented in Table 4, the size of financial cycle was 75 days in 2018 and 26
days in 2019, which indicates a sharp drop by 49 days (75-26).

Table 4. Calculation of financial cycle value for agricultural organizations

of Rybnitsa region

. : Actual value

Ne Indicators Calculation method 2018 2019
1. | Stock circulation time Sct— Stock x days

(S c.t) days o Sp 276,8 257
2. | Receivables circulation time

(T r.s.) days Trs— 2t%D 32,86 | 44,48

tiime

3. A.\ccoun_ts pa.yable Cc2xD

circulation time (T a.c.c.) Tacc= Sp 385,51 275,46

days
4. | Revenue from sales of -

products (B) 180987 | 210661
5. | Net cost of goods sold - 116 841 | 144 468
6. | Duration of the financial FC=T,,+T, . —T.p,

cycle -75,85 26,02

Source: Developed by authors based on statistical reporting data
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When speaking about the management of social and economic development, it is also
important to analyze the liquidity of economic entities balance sheet, characterized by the
structure of assets and liabilities. The results of this analysis are of exceptional importance not
only for the enterprises themselves but also for government agencies, since it allows
enterprises to take the necessary measures to prevent their bankruptcy, which is important not
only for economic agents but also for social and economic development of the region and of
the state as a whole. For this purpose, the liquidity of assets should be monitored using the
liquidity ratio (R;) - absolute liquidity ratio (R, and current liquidity ratio (Rc.).

The liquidity ratio indicates company’s solvency and is calculated by the formula:

__ 4l
RIl= Tor (6)
Where:
A — intangible current assets (accounts receivable, short-term financial investments,
cash);

Lst — short-term liabilities.

The minimal allowed value of this indicator — 0,8-1.

The absolute liquidity ratio characterizes the company’s ability to cover the most urgent
liabilities (accounts payable) and is calculated by the formula:

Short—term financial investments + cach
Ra.l.= — @)
Short —term liabilities

The minimal allowed value of this indicator: 0,2-0,25 (recommended).

The current liquidity ratio provides the identification of a satisfactory or unsatisfactory state
of the balance sheet structure, and whether the company is solvent or insolvent. The value of
this coefficient is calculated by the formula:

Current assats
8

Re.l.=

Loans and credits + payablas

The standard value of the current liquidity ratio depends on industry peculiarities. For
agriculture this indicator should vary from 1.5 to 2. For enterprises from Rybnitsa region the
liquidity ratios are presented in Table 5.

Table 5. Calculation of liquidity indicators for agricultural enterprises
from Rybnitsa region

_ : Actual value Normative
Indicators Calculation method 2018 2019 value
Total liquidity ratio Al.c. 0,140 0,296 0,8-1
Ls.t.
Absolute liquidity ratio cash+ Is.t.f 0,0081 0,061 0,2-0,25
Ls.t.
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Current liquidity ratio Current assets 0,72 1,08 1,5-2

Loans and credits + payables

Source: Developed by authors based on statistical reporting data

Negative deviations of actual values of liquidity ratios from normative values indicate the
need to use significant reserves depending on the situation of circulating assets and on their
placement at the regional enterprises.

5. Conclusions

Thus, the financial condition of agricultural enterprises of Rybnitsa region can be
characterized as crisis in the period 2018-2019. The main lever of financial management in
this situation is the time of inventories- and receivables circulation. Increase of accounts
payable, as a source of working capital, should be done when there is an absolute necessity
and economic feasibility of its repayment. Decrease of accounts payable is carried out in
parallel with decrease of accounts receivable.

Main attention should be paid to providing the enterprise with the necessary amount of own
funds through:

e improvement of forms and methods of management (specialization, concentration,

combination, cooperation);

e diversification of production;

e marketing improvement;

e increasing the efficiency of exports;

o rational use of available resources;

e reducing the net cost of production and sales of products, etc.

Taking into account the peculiarities of agricultural enterprise, first of all, their significant
dependence on natural and climatic conditions, disparity in prices for consumed resources and
manufactured products, and also based on the importance of this industry for ensuring the
food security of the region, appropriate measures of its financial support should be developed
at the state level.

The proposed analysis method allows providing:
e systematic management of circulating assets of business entities at all levels of
executive bodies based on official financial statements;
e efficiency of analysis, i.e. timeliness of its execution and bringing the results of the
analysis to managers for decision-making;
e (uantitative and qualitative certainty of analytical conclusions;
e objectivity of analysis.

The analysis of current assets management carried out in this paper indicates the need for its
use in managing the financial condition, both at the level of enterprises and at the level of
government bodies, which will improve the quality of decisions made both by business

entities themselves and by government agencies.
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Rezumat

Libertatea economica a agentilor economici, imprevizibilitatea mediului extern, dezechilibrul
imputernicirilor manageriale intre business si structurile guvernamentale necesita o imbundtatire semnificativa a
calitatii deciziilor manageriale. Aceasta sarcind poate fi solutionatd doar in baza unei analize sistematice a
situatiilor financiare, atdt la nivelul entitdtilor, cdt si la nivelul organelor manageriale de stat. /n lucrarea datd o
atentie deosebitd se acordd imbunatatirii calitatii managementului fondului de rulment, prin care se prevede
actualizarea rolului si cerintelor aferente instrumentelor de analizd, ca baza pentru dezvoltarea si adoptarea
deciziilor pe intreaga verticald a managementului proceselor economice. Autorii examineaza diferite optiuni
pentru imbundtdtirea metodologiei analizei economice a utilizarii activelor circulante ca important instrument al
managementului starii financiare a entitatilor agricole. In rezultatul cercetirilor efectuate Se recomandi
metodica modernizarii acesteia si @ managementului stdrii financiare a entitdtilor agricole, elaborarea masurilor
preventive inadmisibile agravarii situatiei.

Cuvinte-cheie: analiza situatiilor financiare, active circulante, ciclu financiar, stabilitate financiara, coeficient al
valorii reale a patrimoniului cu destinatie de productie, fond de rulment, coeficient de lichiditate

Annomauusn

Oxonomuueckas ¢680600a X033UCMBYIOWUX  CYOBEKMOB, HENPeOCKA3yemMocms GHewHell Ccpeovl,
HecOaNaHCUpOBAHHOCMb — YAPABIEHYECKUX — NOTHOMOYUU — MexcOy  HeNnoCpeOCMmEeHHO  OusHecom U
20CY0apCcmBeHHbIMU CIMPYKMYPaAMU mpedyiom cyujeCmeeHHo20 NOGbIUUeHUs Kauecmaa NPUHUMAEMbIX PeueHUl.
Januas 3a0aya modcem Obimv peutena moabko Ha OaA3ze CUCMeMAMUYecko2o AHAIU3a PUHAHCOBOU OMUYemHOCIU,
KAK HA YPOBHE CamMux Npeonpusimuil, max u Ha ypogHe 20CY0apCmeenHblx Opeanog ynpaesienus. B smoii pabome
ocoboe GHUMAaHUe YOenaemcs NOBbIUEHUI0 KAYeCmed YHPAeleHUus O0OOPOMHbIMU —CPeOCm8amu, 4mo
npedycmampusaem aKmyauuzayuio poau U mpebosanull K UHCMPYMEHMAM aHAIU3d, KAK OCHOBbL OJis
paspabomxu u NpUHAMUs peueruti no 6cell 8epPMUKAIU YNPABLeHUs IKOHOMUYECKUMU npoyeccamu. Aemopamu
PACCMAMPUBAIOMCS  PA3IUYHbIE  GAPUAHMbBL  COBEPUICHCIBOBAHUS  MEMOOUKU  DKOHOMUYECKO20 — AHAAU3d
UCNOIL308AHUSL  OOOPOMHBIX AKMUBOS, KAK BAJCHEUWe20 UHCMPYMEHMAapus YNpaeieHus (OUHAHCOBbIM
COCMOsIHUEM CebCKOXO3AUCMBEHHbIX opeanuzayuil. B pesynbmame ucciedosanus npeoiazaemcs MemoouKa e2o
COBEPUIEHCMBOBAHUSL U YNPAGNEHUS  (DUHAHCOBbLIM — COCMOAHUEM — CelbCKOXO3AUCMEEHHbIX — OP2aHU3AYUL,
Paspabomxu npeseHmMuUHbIX Mep No HeOONYWeHUIO e20 YXYOUuleHUs.
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Abstract

This article examines one of the key modern trends in the development of higher education -
internationalization as a way to enhance its influence abroad by using an appropriate model. The model of
higher education internationalization is understood as a vector of development of higher education system at
national and institutional levels in accordance with the challenges of the global higher education and labor
market. The reasons that determined the development of a model based on the example of higher economic
education in the Republic of Moldova were the lack of relevant theoretical developments in this area, the chaotic
nature of practical decisions in the field of higher education internationalization and the need to integrate the
education system into the international educational market.

The article reveals the structural content of the elements of higher education internationalization model,
as well as the content of the strategic component of the model, as the main component, which includes a number
of strategic initiatives that contribute to the implementation of the model’s goal. The development of this model is
based on a theoretical study of data on the research issues, as well as an empirical study, which consisted in
conducting a SWOT analysis of the current state of internationalization. The implementation of the model of
higher education internationalization is supposed to be phased by using a roadmap of the model aimed at
accurate planning of the necessary resources and forming strategic solutions to the existing problems of the
participants in the higher education system. This study and model can be considered necessary for the purpose of
increasing the degree of integration into the international market of higher education services, and also aims to
ensure the competitiveness and recognition of the higher education system of the Republic of Moldova in the
international market.

Keywords: internationalization of higher education, higher education internationalization model, higher
education, integration process in higher education, educational services, economic education

1. Introduction

The market for higher education services plays the most important role in the modern
economy. The level of higher education is one of the decisive factors in the quality of human
resources in the labor market. This entails an increase in the quality and quantity of products
(goods and services) produced by workers, which leads to an increase in the income of
enterprises, organizations, and, consequently, the quality of the worker’s life, and in the
longer term - to an acceleration of the economic growth of the country’s welfare.

Increasing the competitiveness of higher economic education in the Republic of Moldova, its
integration into the international educational space and taking a worthy position in it, becomes
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possible thanks to the measures stimulating the process of internationalization of the entire
higher education system. Higher education of interest to foreign students is an incentive for
the development of export of country’s higher education, which, in turn, contributes to the
realization of its interests in the geopolitical, economic and social spheres, and also increases
the degree of participation of higher education system in the global processes regarding
science, culture and education development.

The purpose of the study is to form and scientifically substantiate a conceptual model of
higher education internationalization in the Republic of Moldova, contributing to the process
of integration into the world market of educational services in the context of global
competition. For greater efficiency and adequate coordination of actions in achieving the goal
of the study, it is necessary to perform the following tasks: to study scientific approaches and
models of higher education in the service market; reflect the features of higher education
internationalization in the context of modern conditions for the development of educational
space; to describe the methodological foundations of research: research algorithm, methods
and tools; to model and establish the content of an integrated system for the entrance of higher
education to the international level.

The relevance of this article is expressed in the development of a model for higher education
internationalization, which includes components, the most important of which is a strategic
component that unites a sequence of strategic initiatives with appropriate measures adapted
for implementation at national and institutional levels, increasing the efficiency of the process
of integration of higher education system of the Republic of Moldova into the world market
of educational services.

2. Level of study of the problem at the present time, the purpose of study

Researchers in the field of higher education internationalization, such as Kryaklina T.F.,
Altbach P.G., Knight J., Dudareva N.A., Robson S., Scalera F., studied this process rather
deeply [13, 1, 12, 9, 7, etc.], especially in the last decade, when the relevance of national
education to foreign markets has become of key importance for the development of country’s
economy and foreign policy. However, at the moment, the scientific interest of most not only
researchers, but also international organizations, such as the World Trade Organization, the
Organization for Economic Cooperation and Development, the Association of International
Educators, is focused on certain areas of internationalization [11, 10, 5, 3] that are suitable to
the definition of the phenomenon of internationalization from various points of view: the
process of integrating the international dimension into the educational environment; the
process of improving higher educational institutions (HEISs); the process of implementing
practical measures to build an educational reputation.

Large-scale comparative studies of the process of internationalization in different countries
have not been carried out or have been carried out in fragments, however, within the
framework of individual geopolitical associations (EU, CIS); for example, such studies
conducted by J. Knight reflect the general picture with blurred borders between countries [4].

Currently, the Moldovan higher education system is in a protracted process of reform, which
started back in 1992, when the Republic of Moldova moved to a market economy. At the
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same time, the pace, nature and results of the education system modernization in the Republic
of Moldova, provided for by the education development strategy for 2014-2020 [14],
significantly lag behind the real needs of the country’s economic development in the context
of global processes. This primarily refers to the creation of cross-border forms of relations
between the subjects of the educational industry at national and institutional levels, as well as
the introduction of modern innovative technologies in the higher education system. Among
the most important reasons for such a lag, it should be noted: complexity and inconsistency of
the reform process, problems of the social policy and poor study of theoretical and
methodological tools for analyzing ongoing economic processes [15].

In such conditions, it is especially important to introduce an international component into the
educational process. The international component should be understood as approaches that
include activities covering each element and stage of the educational process (teaching,
organization of the educational process), to form the necessary competencies of future
graduates needed for productive professional activity in the international labor market. At this
stage of development, the need for a systematic analysis of the modern development of
internationalization in the context of global integration processes is becoming more and more
urgent. The purpose of this article is to develop a model for higher education
internationalization, designed to bring the system of higher education to a new modern
qualitative level and open up new opportunities for the country’s entry into the international
market of educational services.

3. Methods and materials applied

This article uses a desk study of theoretical sources containing the results of research by
domestic and foreign authors and practitioners on modern problems of higher education
internationalization (including the global market for higher education services). The logic of
the research was built on the basis of three successive stages and on using the appropriate
scientific methods:

1. Search stage - studying the theory of integration and internationalization of higher
education; scientific approaches and models of higher education in the service
market. Key definitions of higher education internationalization have been
formulated by organizations and leading researchers in the field due to these
concepts.

2. Information-analytical stage - a comparative analysis of the current state of
internationalization of the higher education market at global level and in the
Republic of Moldova. In this case, we used the methods of correlation analysis,
analogy, induction and deduction, expertise of practical experience using the method
of interviews and surveys carried out by experts in the market for higher education
services. For this purpose, questionnaires were developed with standard
measurement and scaling parameters (nominal, ordinal, interval, relative levels). The
experts were representatives of the teaching and administrative staff of a number of
higher education institutions of the Republic of Moldova. The method of SWOT
analysis was also used to assess the degree of higher education internationalization in

the Republic of Moldova.
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3.

Development stage - development of a model of higher education
internationalization for the Republic of Moldova as a tool designed to help in the
integration process, taking into account the trends and challenges of the international
market. The methods used at this stage include: modeling, design, visualization,
graphic methods of presenting author’s ideas and developments.

4. Obtained results and discussions

The process of integrating higher education of the Republic of Moldova into the world
educational space by applying the model of higher education internationalization will bring
the expected results if the following actions formulated by the author are carried out [8]:

taking into account the main trends and factors affecting the formation of the
educational services market on a national and global scale;

taking into account the existing experience of higher education internationalization in
the Republic of Moldova at national and institutional levels, as well as taking into
account the possible negative consequences of higher education internationalization
and their timely prevention;

identification, adaptation and application of the most successful practices for the
development and implementation of effective strategies for higher education
internationalization in the countries closest to the Republic of Moldova (CIS
countries), as well as countries that have won trust and fame in the world, to the level
the country strives for (leading EU countries);

improvement and harmonization of higher education in the Republic of Moldova in
accordance with the world standards in stages. At the same time, at the initial stage,
the quality level and competitiveness of higher education is achieved in the external
market. Further, opportunities should be expanded by taking into account not only
national target groups (resident students of the country), but also foreign students.
Then it is necessary to develop academic mobility, to attract qualified teaching staff
and talented applicants to the educational system and to achieve a high quality of
higher education at the international level. Passing through these stages,
undoubtedly, should contribute to the most effective deepening of the processes of
higher education internationalization in the Republic of Moldova.

assessment of the degree of effectiveness and timely identification of weak points of
the model, operational revision, editing and making the necessary changes in the
course of the practical implementation of measures aimed at improving the process
of higher education internationalization in the Republic of Moldova.

Figure 1 shows a structural diagram of the internationalization model of higher education and
its constituent elements, developed by the author. This sequence of structural elements,
according to the author, allows the most effective application of the model to achieve the set

goals.

The developed model consists of four components: target, analytical, strategic and evaluative
and effective.

model.

I. The target component is to define the context, points of view and purpose of the

These three components are integral to modeling, as they provide a general direction.
67



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

The context refers to the globalization and integration processes in the field of education.
Development of the higher education system in this direction is associated with the economic,
social and political growth of the country and its occupation of a competitive position.

I. Target
component

I11. Strategic I1. Analytical

component

V. Evaluative and

component

effective
component

—
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v
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—

Figure 1. Structure of higher education internationalization model

Source: developed by the author

The model is built from a certain point of observation, which in modeling is called a point of
view. This means determining the main direction of model development, the level of its
detailing and compliance with the ultimate goal of this modeling. From the point of view of
the author responsible for the modeled system, the developed model is considered and reflects
his view on the most important aspects of building this model. At the same time, the author
strictly adheres to the chosen point of view without unnecessary possible details that only
complicate the understanding of the model.

However, two points of view were chosen to develop the model of higher education
internationalization:
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1. National point of view (state - Republic of Moldova). The description from this point
of view will abstractly present the higher education system as a whole, as an
established environment and from the perspective of its future vision.

2. Institutional point of view (higher education institutions of the Republic of
Moldova). From this point of view, the practical approaches of universities to
internationalization within the framework of the model, as the main subjects of the
higher education process, will be presented.

The author chose exactly two points of view, since certain problems may arise when choosing
one of them: general nature of the description in the first point of view and excessive detail in
the second. Presentation of the model essence from these two positions will be harmonious,
not superficial, and sufficiently detailed.

This goal determines the degree of model accuracy. The set goal of the model reflects the
reason for its creation and determines its purpose. The model provides answers with a given
accuracy. A clearly defined goal becomes a criterion for the completion of modeling process.
All stages, interactions and semantic connections in the model are considered precisely from
the point of view of achieving the set goal. The author has compiled a list of questions that
allows concretizing and detailing the purpose of the model, thanks to which in the future it is
possible to revise the target component of the model and, accordingly, its entire content. The
answers to each of them were also formulated, which allows us to demonstrate on what basis
the purpose of the model was formulated:

— Why should this process be modeled? It is more expedient to present the clarity and
conceptuality of an idea in the form of a model. The model makes it possible to
present the content of the concept of higher education internationalization in an
accessible way.

— What should the model demonstrate? From the point of view of national and
institutional levels the model should reflect the path of higher education system to
integration into the global educational space.

— What information can the user of the model get? The user of the model must
understand how the goal of the model will be achieved. Namely, to determine the
main stages of the formation of an integral system of higher education
internationalization and its effective implementation in the existing educational
context of the country.

The purpose of the model is to develop a set of actions and measures for the development of
the concept of higher education internationalization in the Republic of Moldova, its structural
organization and integration of higher education into the world educational space. The
concept of internationalization assumes that this goal can be achieved if educational, research
and administrative activities and infrastructure of higher education system are organized on
the basis of universal values and global standards, as well as ensure a high international
reputation of the country’s universities in the academic environment and the business
community.

The research objectives correspond to a number of design tasks:
— provide conditions for the growth of bilateral academic mobility;
— create an effective infrastructure for the international activities of universities;

— develop an international research environment;
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— create a multilingual, multicultural environment conducive to the stay of foreigners;
— develop a system of training foreigners and export of educational services [6];
— improve the international reputation and image of the country’s universities through

the use of various marketing innovation strategies [2].

I1. The analytical component is the second element of the model, which includes the
study of global and national markets for higher education in the context of the
internationalization process. The need for analysis is due to the importance of understanding
global challenges, trends and correlating them with the opportunities, strengths and
weaknesses of the country’s higher education, currently. Thus, the results are kind of starting
points that will serve as a basis for the formation of strategic activities model. It is important
to note that it is not correct to limit the conduct of such studies once and haphazardly; it is
necessary to analyze the external and internal environments regularly, taking into account the
pace of development of higher education in the world, to keep up with modern realities.

The author carried out an analysis of the higher education system, reflecting indicative results,
on which the main conclusions and recommendations for the formation of a model of higher
education internationalization are based.

Table 1. SWOT analysis of higher education system internationalization

in the Republic of Moldova

STRENGTHS
Internationalization of the
curriculum; average prices are
available for all segments of
consumers in the domestic and
foreign markets; there are
budgetary places in state
universities; the possibility of
paying for the contract in
installments; scholarships at
state universities;

convenient distribution channel
for consumers (most of the
universities of the Republic of
Moldova are located in large
cities of the country);
developed internet promotion
(sites, pages on social
networks) - web strategies.

WEAKNESSES

Lack of uniqueness of
educational offerings for
international students; lack of
branding, design and
packaging of higher education
services for international
students; lack of demanded
additional educational services
in addition to the main one
(courses, libraries, information
services, etc., sports,
consultations, etc.); lack of
practical training; the price for
foreign students is twice as
high as for residents of the
country; there are no material
incentives for foreign students
(scholarships, grants, etc.);
concentration on one
distribution channel by
universities (direct sales);
universities are engaged in
promotion on their own; non-
individualized approach to
consumers; lack of university
long-term strategies to attract
foreign students; undeveloped
campus infrastructure.
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CAPABILITIES
Attractiveness of higher
education services for
international students;

the possibility of higher prices
by the university;
diversification of promotion
channels (attracting foreign
students); development of the
infrastructure of university
campuses.

CONDITION 4: Extraction of
maximum profit when offering
educational services in
demand.

CONDITION 2: Expanding the
capabilities of the country’s
higher education system in
processing and adapting the
research results of target
audiences in order to deepen
the internationalization
processes.

THREATS

The price cannot be increased
due to low or average incomes
of the population; advertising
of a single university is lost in
the information flow of

CONDITION 3: Attraction of
foreign qualified personnel and
talents to work and study in the
country while ensuring
favorable conditions for their
stay.

CONDITION 1: Capacity
building and comprehensive
development of the country’s
higher education system to
form the foundations of
internationalization.

advertisements of other
universities; insufficient
infrastructural development of
universities for admitting
foreign students; the
emergence of new players on
the market.

Source: developed by the author

As a result of the study, conditions have been identified that cannot be influenced
(uncontrolled conditions), but only take them into account and try to consider them as
opportunities and incentives for development, as well as conditions that can and even need to
be influenced (controlled conditions). The combination of these conditions makes it possible
to judge the scale and content of the strategic component.

[11. Strategic component. Assessment of potential solutions to model problems based
on the analysis of trends, prerequisites for the internationalization of higher education,
namely, integration processes in science, education and production, social and pedagogical
challenges and requirements for human education in the 21st century, the role of modern
universities, domestic and foreign experience of internationalization in the field of higher
education, allows us to note the complex nature of solutions. A prerequisite for successful
integration into the world educational space of the higher education system is the introduction
at national and institutional levels of internationalization strategies aimed at ensuring the
sustainable competitiveness of both the entire system as a whole and of public and private
universities in the country. The application of such a strategy will soon become one of the
leading trends in the educational services market in the Republic of Moldova.

The diagram presented in Figure 2 demonstrates the strategic initiatives that are the
constituent elements of the model for higher education internationalization (HEI), developed
by the author.

Strategic initiatives for the model of higher education internationalization are conditioned by
the influence of factors of external and internal environments and are a way to respond to the

identified conditions presented in Table 1.
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Figure 2. Outline of Strategic Initiatives for Higher Education Internationalization Model
Source: developed by the author

The strategic initiatives presented in the scheme are numbered, as they are a kind of
sequential stages for the integration of higher education system of the Republic of Moldova
into the world educational space. This sequence is objective, since it is due to the analysis
carried out, as a result of which four successive conditions for the development of the higher
education system were identified:

Condition 1: Capacity building and comprehensive development of the national higher
education system in order to build the basis for internationalization.

Condition 2: Expansion of capabilities of the country’s higher education system in terms of
processing and adapting the research results of target audiences in order to extend the
internationalization processes.

Condition 3: Attraction of foreign qualified personnel, students and researchers to work
and study in our country, providing them favorable conditions for stay.

Condition 4: Extraction of maximum profit while offering educational services in demand.

Based on combinations of listed conditions, strategic initiatives were formulated to be
implemented consistently, as a kind of stages of the integration process.

Since the model itself is considered from two points of view (national and institutional

levels), the implementation of strategic initiatives is implied at two levels. Accordingly, the

understanding of activities that contribute to the internationalization of higher education
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should be the same both for higher education institutions of the country and for the system of
state bodies regulating the national higher education system. Therefore, finding a match
between strategic initiatives within the framework of higher education internationalization at
national and institutional levels should be idntified through:
— the overall goal of the strategic initiative;
— consistency of directions of activities within the framework of the strategic initiative;
— finding a balance between the autonomy of universities and state intervention in
international educational policy, as well as identifying areas where the state directly
regulates activities, and universities bear great responsibility;
— synchronization of actions in carrying out activities in the field of
internationalization.

Within the framework of this structural element of the model, it is also necessary to develop
the optimal structure of the universal roadmap for the higher education system of the Republic
of Moldova from the point of view of national and institutional levels.

The classic understanding of a roadmap is a graphical display of an action plan to move
towards a certain state, which is a strategic goal. This approach allows linking the end result
of the strategy with planning the development of the system, as well as building a sequence of
upcoming steps in time, that is, from the past through the present to the future. The roadmap
is aimed at making practical decisions on the development of higher education system in
Moldova. The success of implementation of the measures established in the roadmap largely
depends on effective information support at all stages of the reform. The importance of the
roadmap is explained by the fact that it is a kind of visual forecast for the future, which makes
it possible to clearly trace and evaluate the evolution of the higher education integration
process.

The peculiarity of the roadmap regarding the internationalization model is that activities
envisaged at the first stage (at the stage of the first strategic initiative) continue their evolution
at the second, third and fourth stages, the same happens with activities that were developed
and implemented at subsequent stages (at stages of the second, third and fourth strategic
initiatives). The activities are related to the achievement of a specific goal and include a
number of innovative solutions in areas implemented at national or institutional levels. Each
activity developed at national level corresponds to activities at university level.

The roadmap of the model is compiled for a period of several years, with the possibility of
regular revision depending on changing conditions, risks, emerging unforeseen situations of
the external and internal environment. The main elements of the model roadmap are presented
by the author in a diagram in Figure 3.

According to the author, the presented structure of the roadmap aims at accurate resource
planning and contributes to the formation of a common understanding of existing problems
and ways to solve them among all participants in the upcoming events. In addition, the
developed structure of the roadmap for the model is universal, which makes it possible to use
it in any conditions, and allows making changes. The structure of the roadmap for higher
education internationalization model consists of two main blocks:

* Basic (meaningful description);

* Justifying.
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Roadmap for Higher Education Internationalization Model in the Republic of Moldova
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Figure 3. Structure of the roadmap for higher education internationalization model
Source: developed by the author

The roadmap action plan should be presented in the form of a table, which contains brief
information about each action, level of their implementation and performance indicators and,
accordingly, predicted values for the future period.

Roadmap performance indicators are needed to measure and track the outcome of activities.
The strategic goals of the map can be formulated for several years. At the same time, each
subsequent year, performance indicators are compared with the current one, and based on the
information obtained, adjustments to the roadmap measures can be made. Performance
indicators reflect the degree of achievement of the goals in the course of the practical
implementation of the activities provided for by the roadmap. That is, these indicators allow
monitoring the implementation of activities of the first block component - the action plan.

The described first structural block of the model presents a short-generalized basis for the
subsequent justification of the roadmap (second block). Thus, their relationship is carried out.

The second block of the model roadmap contains a detailed description of key indicators and
an action plan, their justification and interpretation. At the same time, for the sake of ease of
use and accuracy of understanding, the author avoids unnecessary detail. As a justification for
each event and its goals, the author proposes to develop passports of events, as a decoding of
an event plan, which includes three main components arranged in a hierarchical order:
1) description of the event (summary of the event, its essence, purpose and quantitative
and qualitative performance indicators);
2) content of the event structure (performers, constituent elements of the event);
3) information about the procedure for the implementation of the event (schedule for
the implementation of the event, necessary resources, possible risks, threats).
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Substantiation of main indicators, as an element of the second block of the roadmap structure,
iIs a study and data analysis, during which the reflected performance indicators are
determined. On the basis of the existing indicators, the expected performance indicators are
developed.

The author recommends using this structure of the roadmap for the model of higher education
internationalization with strict consideration of all elements, since in the absence of, at least,
one of them, the presented diagram loses its meaning, and the roadmap itself will not have a
positive practical effect.

IV. Evaluation and performance component. This component reflects the degree of
implementation efficiency, both at national and institutional levels, of the activities foreseen
under the strategic initiatives of the model. Expert methods are the basis for choosing the
most significant indicators. The main vector of development of methodology for model
assessment is aimed at a more active and purposeful use of the knowledge of experts, teachers
and students participating in the assessment. In order to take into account all possible options
and get a complete picture, it is advisable to involve a significant number of experts, teachers
and students.

The set of performance indicators and level of higher education internationalization in the
Republic of Moldova are selected based on an analysis of the adopted reporting indicators, on
criteria of international rankings of universities, as well as on the characteristics of the
world’s leading higher education institutions. Indicators can be typologized as follows:

— quantitative (numerical characteristics of teachers and university students studying
foreign languages in the process of additional education; number of publications in
international publications for each employee; share of employees with international
publications; number of students from other countries enrolled in the main
educational programs; share of foreign students studying Russian / English;

— (quantitative and qualitative (regularity of international events at the university;
dynamics of contractual relations with international partner organizations; general
characteristics of incoming and outgoing academic mobility at the level of teachers,
students and administration; structuring elements of the internationalization
management system; development of local regulatory documents; introduction of
teaching materials providing teaching of foreign languages);

— qualitative (the degree of involvement in the activities of international non-
governmental professional communities; promotion of the university’s image and
brand in foreign information resources.

At each of the four levels of internationalization, indicators acquire corresponding values that
demonstrate not only quantitative, but also qualitative growth. Introduction of the model
proposed by the author implies its practical application and synchronization creating a number
of documents, conduct of events both at national and institutional levels. A structural diagram
based on a sequence of stages, built in accordance with a hierarchical logical dependence, will
help to implement the model and its practical implementation. Successful practical
implementation of the developed model is possible only by using a roadmap, according to its

flexible structure.
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5. Conclusions

The current stage of higher education development in the world is characterized by the
formation of a global educational space. The Republic of Moldova is facing the task of
stimulating the process of integration into the international educational environment. This
implies the development of international cooperation, and also the merge of national
educational systems in the context of globalization. This can be achieved by strengthening the
competitiveness of higher education system and higher educational institutions in the
Republic of Moldova. The author proposes to apply the model of higher education
internationalization for the formation of a positive image of higher education system and
country’s proactive behavior in the global market of educational services. In the process of
developing such a model it is important to highlight the most promising markets and focus on
their development, to determine the most competitive prospects in the field of higher
education. To stimulate foreign researchers, teachers and students to choose the Republic of
Moldova as a country to work and study, national educational institutions are encouraged to
develop international curricula and programs, to apply innovative approaches and
technologies in the educational process.

Along with the study of already existing approaches and features of internationalization in
modern conditions regarding the development of educational space, the main task of this
scientific research was to build a model for higher education internationalization. At this stage
of research, for the first time in this paper the author presents a model of higher education
internationalization and discloses the content of its structural elements. Scientific work on the
development of models, strategic initiatives, set of measures in the context of the process of
higher education internationalization will continue.
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Rezumat

In acest articol se examineazda una dintre tendintele moderne cheie in dezvoltarea invatamantului
superior - internationalizarea ca o modalitate de a-si spori influenta in strdindtate prin utilizarea unui model
adecvat. Modelul de internationalizare a invatamantului superior este inteles in sensul vectorului de dezvoltare a
sistemului de invatamant superior la nivel national si la nivelul institutiilor de invatamdnt superior individuale
prin parteneriate strategice, extinderea cercului comunitdtii academice, mobilizarea resurselor intelectuale
interne, extinderea competentelor absolventilor in conformitate cu provocarile pietei muncii globale si cerintele
angajatorilor. Motivele care au determinat dezvoltarea acestui model pe exemplul Republicii Moldova au fost
lipsa unor abordari teoretice relevante in acest domeniu, natura haotica a deciziilor practice in domeniul
invatamantului superior, actiunile in domeniul internationalizarii si necesitatea integrarii sistemului de
Invatamdnt pe piata internationald a invatamantului superior.

Articolul dezvaluie aspectele teoretice si metodologice ale formarii elementelor structurale si continutul
acestora in modelul de internationalizare a invatamantului superior. Dezvoltarea acestui model se bazeaza pe un
studiu teoretic al datelor privind problematica cercetarii, precum si pe un studiu empiric care a fost realizat in
randul studentilor masteratului internationalizat al Facultatii de Economie si Administrarea Afacerilor. Acest
studiu si model pot fi considerate necesare in scopul cresterii gradului de integrare pe piata internationald a

de invatamant superior al Republicii Moldova pe arena internationald.

Cuvinte-cheie: internationalizarea invatamdntului superior, model de internationalizare a invatamdntului
Superior, invdatamant superior, proces de integrare in invatamantul superior, servicii educationale, educatie
economicd

Annomauusn

B oannoti cmamve paccmampueaemces 00Ha u3 Knoueswvix cO8PeMeHHbIX MEeHOCHYUL pA36UMUsL 8bICUIE20
00pa308aHUsl - UHMEPHAYUOHANUZAYUSL KAK CNOCOO YCUTIeHUS €20 BIUAHUSA 3d PYOedscoM Npu NOMOWU NPUMEHEHUs
coomgemcemeyiowe moodenu. Mooenb uHmMepHaAYUOHANUZAYUYU BbICULE20 0OPA308AHUS NOHUMAEMC 8 CMbICIe
BEKMOPA PA3GUMUSL CUCEMbL BbICUUE20 00PA308ANUSL HA HAYUOHATLHOM YPOGHE U HA YPOBHE OMOETbHbIX GbLCULUX
VueOHbIX 3a6e0enull yepe3 cmpamezuieckue NApmHepCmed, paculupenie Kpyeda aKademuieckozo coobujecmaed,
MOOUNU3AYUIO  BHYMPEHHUX UHMEIEKMYAIbHbIX PECYyPCo8, PACWUPeHUue KOMIEMeHYull GblNYCKHUKO8 6
COOMBEMCMBUU C BbI30BAMU 2100ATLHO2O PbIHKA mpyoda u mpebosanusmu pabomooameneu. I[lpuuwunamu,
nobyouswumu pazpabomamsv Oaunyilo mooeib Ha npumepe Pecnyoruxu Monoosa, sasunuce omcymcmaeue
AKMYATbHBIX MEOPEMUYecKux papabomor 6 0anHol 061acmu, XAOMUYHOCHb NPEONPUHUMAEMBIX RPAKMUYECKUX
peuierull 8 cgepe evicuieeo 0b6paz06anus Oelcmeull 8 00IACMU UHMEPHAYUOHAIUZAYUU U HeoOX0OUMOCHb
UHmMezpayuu cucmemvl 00paz08anHUsi 8 MeNCOYHAPOOHDIL PLIHOK GbLCUIE20 0OPAZ0B8AHUSL.

Cmambvs  packpvieaem meopemuKo-memoooiocUdecKue dacnekmol QopmMuposanus CmpyKmypHbix
NEMEHMO8 U UX coOepicanue 8 Mooenu UHMEPHAYUOHATU3AYUYU Gblcuieco obpaszosanus. Pazpabomka oanwoil
MOOenu OCHOBAHA HA MeOPemUuyecKkOM UCCLe008AHUU OAHHLIX NO NpodIeMamuKe UCCIe008AHUS, A MAKJiCe
IMAUPUHECKOM UCCLe008AHUY, KOMOPOe Obli0 NPOBEOEHO CPedu CMYOEHMO8 UHMEPHAYUOHATUIUPOBAHHO20
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Mazucmpa axyrbmema IKOHOMUKU U 008020 AOMUHUCTIPUPOBAHUSL. DMO UCCAe008aHUe U MOOeTb MOICHO
cuumames HeoOX0O0uMbIMU 05l Yerell NOBbIUEHUsT CIMENeHU UHMEeSPayul 8 MelCOVHAPOOHbI PLIHOK VCIy2

svicuieco 00pA308aAHUSA, A MAKHCE NPUZBAHO 0DeCNe u8ams KOHKYPEHMOCNOCOOHOCY U Y3HABAEMOCTIb CUCHIEMbl
svicuezo oopazosanus Pecnybnuku Monodosa na mescoyHapoorotl apere.

Knroueenie cnoea: UHmMepHayuoHaltuzayusl eblcuieco o6pa303aﬂuﬂ, Mo0eib UHmMepHayuoHaltu3ayuu esvicuieco
06pa306aHuﬂ, evlcuiee 06]761306617-[14@, npoyecc unmezpayuu 6 evlicuiem 06pa306anuu, 06pa306amefszbze ycnyeu,
9KOHOMUYecKoe 06pa306aHue

Received 12.10.2020
Accepted 01.12.2020
Published 30.12.2020

78



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

Journal of Research on Trade, Management and Economic Development
VOLUME 7, ISSUE 2(14)/2020

REVIEWERS

Sofia CAPATINA, Associate professor PhD, Trade Co-operative University of Moldova

Marilena DONCEAN, Main Researcher III PhD, ,,Gh. Zane” Institute of Economic and
Social Research, Romania

Elena FUIOR, Professor PhD, Trade Co-operative University of Moldova
Oleg IONCU, Associate professor PhD, Taras Shevchenko Transnistria State University
Oxana LIVITCHI, Associate professor PhD, Trade Co-operative University of Moldova

Ina MALECA, Associate professor PhD, Trade Co-operative University of Moldova
Simion MORARU, Associate professor PhD, Trade Co-operative University of Moldova
Svetlana MUSTUC, Associate professor PhD, Trade Co-operative University of Moldova
Feodosie PITUSCAN, Associate professor PhD, Trade Co-operative University of Moldova

Elisaveta TARASOVA, Professor PhD, Belgorod University of Cooperation, Economy and
Law in Belgorod, Russian Federation

Tatiana ZAVATKI, Associate professor PhD, Trade Co-operative University of Moldova

Inga ZUGRAYV, Associate professor PhD, Trade Co-operative University of Moldova

79



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

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

80


mailto:jrtmed@uccm.md

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

Journal of Research
on Trade, Management and Economic Development

Signed for printing on 24.12.20
Format 60 X 84/8. Printing sheets 9,42. Editorial sheets 5,25. Order 28/2020.
Edition 100 copies.

Trade Co-operative University of Moldova Publishing House
8, Gagarin Avenue,
Chisinau, Republic of Moldova, MD-2001
Phone (+373) 22-815-620

81



