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Abstract 
The Lisbon Strategy and Lisbon 2010+ proposed to transform the EU economy in the most competitive and 

dynamic one, based on knowledge and capable of an economic and sustainable increase, with better jobs and an 
increased social cohesion. The Consumer Co-operation of the Republic of Moldova proposed itself a similar objective 
– to become a durable, competitive and efficient sector of the national economy and to recover its previous position. 

Consumer Co-operatives of the Republic of Moldova have their own educational system with its own education 
institution, which offers educational and professional development programs in the field of co-operation. University 
researchers continuously monitor co-operative development problems and provide solutions for the improvement of 
co-operative activity. 

In this paper, we will present several aspects of our experience in implementing research-based education at 
our University, focusing on the mission and on the image of co-operative system of our country. 
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1. Introduction 
 
The Lisbon Strategy and Lisbon 2010+ document proposed to transform EU economy into the 
most competitive and dynamic economy based on knowledge, capable of an economic and 
sustainable increase, with better jobs and an increased social cohesion. The Consumer Co-
operation of the Republic of Moldova proposed itself a similar objective– to become a durable, 
competitive and efficient sector of the national economy and to recover its previous position.  

It is not possible to reach this ambiguous goal without the development of an educational system 
based on research, performance and excellence.  
 
 
2. Co-operative education in the Republic of Moldova 
 
Consumer Co-operatives of the Republic of Moldova have their own educational system. A 
retrospective vision highlights that co-operative education started in the 20s of the last century, 
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which later became a coherent and integrated system and includes all levels of professional 
education at present: 

 vocational education (provided by Vocational school of Soroca),   
 medium professional education (offered by Co-operative College of Moldova) , 
 higher and postgraduate education (offered by Trade Co-operative University of Moldova),  
 adult education (re-qualification, development of professional skills). 

We’d like to pay your attention to the fact that all mentioned above institutions are the only 
institutions in our country offering educational and professional development programs in the field 
of co-operation. In Moldova there are 33 higher education institutions, 48 Colleges, 75 vocational 
schools. 

Trade Co-operative University is the coordinating institution for the whole co-operative education 
system.  

In this framework the Educational Scientific Consortium of the Consumer Co-operation was 
formed (according to the decision of the Executive Board of the Central Union of Consumer Co-
operatives of Moldova (Moldcoop)), which integrates all co-operative educational institutions and 
is open for collaboration with all interested parties. 

At present Trade Co-operative University of Moldova passed academic and scientific accreditation 
and offers various programs in the area of: 

 professional education (Bachelor and Master levels), 
 doctoral studies, 
 research programs (both at institutional and branch levels), 
 partnership programs with co-operative entities and business environment. 

During its evolution, the University affirmed itself as an open system collaborating with all 
partners (Figure 1). 

 
Figure 1: Trade Co-operative University of Moldova partnerships 
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One of the fundamental objectives of Trade Co-operative University of Moldova is to support the 
development of the co-operative movement in the Republic of Moldova through research-based 
education. During its 18 years of activity the University developed co-operative education 
university curricula for various-levels.  

At all three levels (Bachelor, Master and Doctoral) the university curricula includes courses or 
special topics of co-operative issues. 

For example, university curricula at Bachelor level includes specialized courses on:  
 the history of Consumer Co-operation,  
 the economy of Consumer Co-operation.  

These courses include topics regarding the international experience of co-operative movement, the 
history of this movement in Moldova and the study of the evolution of economic development of 
co-operative system in our country.  

Beyond this, other general or specialized courses include topics regarding specific issues of 
Consumer Co-operation. 

 
 
3. Complementarities of the research-based academic education components at Trade Co-

operative University of Moldova 
 

An important aspect of co-operative education within the competitive market environment is the 
formation of entrepreneurial awareness. 

We would like to mention our experience in the international and inter-university co-operation 
within the framework of the TEMPUS Project JEP -0000-2008 “Development of University-
Enterprise Partnership” and its component – “Entrepreneurship-starting business” program that 
focuses on the development of entrepreneurial skills of students.  

The above is of great interest for our university because it perfectly fits in one of the main 
objectives of the International Year of Co-operatives - youth involvement in entrepreneurship 
through cooperation. As a result, an entrepreneurship course has been introduced in the university 
curricula aiming the active involvement of practitioners in the educational process.  

The experience gained within this TEMPUS Project has shown that students need to maintain their 
will to develop entrepreneurial skills.  

In order to facilitate the access of students and business entities to business consultancy, the 
University set up “Mercurius” Centre for Business development, consultancy and expertise. It 
must become a new and efficient source of knowledge transfer to the business environment by 
involving the students in this process. This is a good option for students – they can develop and 
test their business plans prior to starting their own business.  

In this context, one of our objectives is the organization of a business incubator for developing 
original business ideas and plans, where our students can incubate their own business ideas. 

The University supports research as a basic component for the assurance of education quality. 
University research is a source of innovation for both the educational sector and for the co-
operative environment of the country.  
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In 2009 our University obtained scientific accreditation, at national level, in the area of “Economy 
and management of trade and consumer co-operatives’ development” (according to the Code of 
Science and Innovation). As well, the University obtained the status of science and innovation 
organization. This offers more possibilities for participation in different national and international 
research projects.  

Nowadays we carry out research in various areas, focusing mainly on the co-operative and trade 
development.  

In 2010 our University opened the Research laboratory in trade and co-operative activity, allowing 
concentration of research on specific problems with an impact on the real sector of the economy. 

In 2011 Trade Co-operative University started a big research project “Substantiation of Trade and 
consumer co-operation modernization in terms of their involvement in the sustainable socio-
economic development and consumer protection”. The project is scheduled for 2011-2014 period 
being the first project financed from the public budget (our university became the first private 
institution receiving state budget resources for research). Under the project, during this year the 
following will be developed: 

 a study on the situation of the domestic trade,  
 requirements to the qualifications of the trade employees demanded by Law of domestic 

trade (to be presented to the Ministry of Labor, Social Protection and Family of the 
Republic of Moldova). 

The outcomes of the project will be reported to the Ministry of Economy of the Republic of 
Moldova.   

In this context, we should mention that trade is the branch having a dominant share in consumer 
co-operative turnover (over 90%). That is why the results of this research will also have an impact 
on the national co-operative system. 

Meanwhile, our University participates in the elaboration of 2012-2014 Strategy for Moldovan 
Consumer Co-operatives development, which must be approved at the XVth Congress of 
Consumer Co-operatives by the end of this year or at the beginning of next year. 

Certainly, both students and doctoral students are involved in this research. Its results are to be 
used for the professional formation of our university graduates. 

 The applied character of research as well as its integration into education contributes both to the 
development of practical skills of students and to the formation of scientific approach to 
development and efficiency problems. 

 
 
4. Research on the evolution of Moldovan society perception of co-operatives’ mission and 

image 
 

University researchers permanently monitor co-operatives’ development issues and develop 
solutions to improve co-operatives activity. One of these studies focuses on the research of 
evolution of Moldovan society perception of co-operatives’ mission and image; promotion of co-
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operative movement and evaluation of co-operative image as well as the impact of the system on 
the socio-economic development of the society. 

Further in this paper we will present some aspects from our experience regarding the 
implementation of research-based education at our University through the study focused on the 
mission and image of co-operative system of our country.  

The message and the image of the international co-operative movement demonstrate clearly the 
social co-operative commitment, along the years having been created a favorable and positive 
perception of co-operatives in the Western society. Throughout the educational cycle, 
undergraduate, master or doctoral students learn topics covering international co-operative 
experience, putting the results of studies on co-operative case in Moldova: 

Firstly, recent studies conducted by International Co-operative Alliance show a better resistance of 
co-operative companies compared to other types of companies during financial and economic 
crisis. This is also available for Moldovan co-operative sector. Before 2007-2008 crisis the annual 
growth trends of sales turnover in the co-operative system were above 14% (2007 – 14.8%, 2008 – 
14.5%) [5]. Even after the crisis, putting aside the optimistic consideration that the worst part of 
the crisis passed, the system resisted with an approximate annual growth of 5% at the end of 2010. 
The strategy for rehabilitation and modernization of commercial units belonging to the system led 
to a certain growth of their number even in 2010 (7 units opened, 62 were modernized) [6]. The 
mentioned results prove that co-operative companies remain viable in the Republic of Moldova in 
the same manner as in the international economic environment and co-operative system succeeded 
to maintain its ascending development in 2010 as before the crisis.  

Secondly, in the same way, the social connotation of co-operative model of the company 
multiplied by its increased capacity to resist crisis situations confirms the importance of state 
(Government) support for the co-operative sector. Lack of state support for co-operative 
companies, which represent a value-based enterprise model, slows down the ascending 
development of this sector in the Republic of Moldova, which profitable and stable activity is an 
element of vital importance for a healthy economic system. During the crisis period it is of vital 
importance for emerging countries to support companies having strong social commitment, 
companies having the reputation of supporting local economic development. From this point of 
view, co-operatives represent one of the best forms of economic organization, especially for small 
businesses, because they make possible the concentration of co-operators’ efforts with the aim to 
obtain beneficial results for all participants. For this reason it is extremely important to study the 
procedure of foreign co-operatives, especially their best practices, and to implement them in the 
local environment. 

We consider that the strategy of national economic development inevitably should include actions 
supporting the co-operative model in order to assure a powerful and balanced economic system, 
especially in rural regions where the main activity of co-operatives is focused. 

Thirdly, the decreasing trend of co-operative members’ number, which began in the 90’s of the last 
century (Figure 2), confirms the continuation of progressive decrease of interest on behalf of 
former members [3]. This trend is rather worrying taking into consideration their joint activity 
along decades. 

Currently, the co-operative movement in the Republic of Moldova is not considered an activity 
characterized by a strong social vector. The results of the survey conducted in the framework of 
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our research confirm that in the population’s perception the importance of lucrative vector is most 
appreciated compared to that of the social vector. 

 
Figure 2: Evolution of the number of associate members of Moldovan Consumer Co-operatives  

 

The mission of the company is an extended expression of its fundamental objectives, concept and 
philosophy of its activity, by which it can be distinguished from the point of view of its members 
and customers.  

The International Co-operative Alliance in its definition of co-operative identity insists on the 
community of aspirations of its members: a co-operative is an autonomous association of persons 
united voluntarily to meet their common economic, social, cultural needs and aspirations through a 
jointly-owned and democratically-controlled enterprise [7]. By their clearly defined mission the 
co-operative companies of the Republic of Moldova can reiterate their adherence to basic values: 
self-help, self-responsibility, democracy, equality, equity and solidarity. In the tradition of their 
founders, co-operative members believe in ethical values such as honesty, openness, social 
responsibility and caring for others [7]. 

The Coop image is perceived as an equivalent to a business with respect to equitable, durable, 
ecological, etc. values. By gathering world experience of co-operatives’ activity, the International 
Co-operative Alliance made a successful application of a whole very rich pallet of graphic signs 
[7], indicating the diversity of centers of concern and strategic interest of this organization, thus 
obtaining the synergistic effect of co-operative effort of the global co-operative environment. The 
cumulated effect of applying in the Republic of Moldova the world experience and good practices 
of co-operative activity through an extremely rich pallet of graphic signs to highlight the diversity 
of their centers of concern and strategic interest shall make possible the synergistic effect of the 
global co-operative system effort into our local co-operative environment. Of course, this diversity 
of strategic interest centers must be used as reference for strategic targeting of co-operative 
activity in the Republic of Moldova. 

The image perceived by a national co-operative company is different compared to various co-
operatives in the world. Even in the same country such image could change over time. The 
Republic of Moldova displays an eloquent example in this respect. 

Fourthly, when studying various co-operatives’ achievements, even in crisis periods, sometimes 
better characteristics can be noticed compared to other forms of economic organizations. This is 
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surely the result of certain convergence of co-operatives achievements related to their mission and 
image. 

In 1995 the International Co-operative Alliance adopted the revised Co-operative Principles and 
Values and added the seventh principle – “Concern for Community” [7]. Consumer Co-operatives 
of the Republic of Moldova have always had a social character, their particular sphere of interest 
being the rural population. Under these conditions the national co-operative mission is to focus on 
raising the living standards in rural areas to a higher level – to that of the urban population. 

In the same context, the Law on the Consumer Co-operation of the Republic of Moldova (No. 
1252-XIV adopted on 28.09.2000) considerably reduced this vision over the values and principles 
declaring the following 4 main objectives for the organization of Consumer Co-operatives in the 
Republic of Moldova: 
 Meeting the interests and requirements of co-operative members; 
 Creation and development of infrastructure, enlargement of consumption co-operation; 
 Consumer protection; 
 Influence on the consumption policy, etc. 

Fifthly, in order to understand the evolution and the current stage of co-operatives’ image and 
mission in the perception of the population, we conducted a three-stage sociological study 
employing an integrated use of qualitative and quantitative research techniques: 
 Questionnaire and sample survey design; 
 Qualitative stage including survey carrying out; 
 Qualitative stage including two group discussions on the survey carried out in order to 

obtain reference material to evaluate population’s perception of co-operative companies in 
various areas of the country. 

Respondents from our students’ regions were questioned; several students came from co-operative 
families being already aware of co-operative system; therefore one can conclude that the 
population is conscious of the co-operatives’ importance and their role in the society. 

The survey was carried out with the contribution 50 students, each questioning 5 to 10 persons 
from the surroundings and geographical areas of their parents or relatives. Thus, we obtained 
answers from all geographical areas of the country. Three hundred and fifty persons were 
questioned on the mission and the image of co-operatives. Even in this selected sample the survey 
pointed out that hardly 50% of the questioned population knew or heard something about the 
consumer co-operation (Figure 3). 

 

 
Figure 3: Distribution of answers regarding respondents’ knowledge of Moldovan co-operation 

system  
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Based on the initial evaluation of survey results, one can conclude: both the image and the mission 
of the co-operation in the Republic of Moldova indicate a certain lack of coherence with the 
principles and values of global co-operative environment expressed as an absence of clear values 
hierarchy as well as an ambiguity of objectives which sometimes, in our opinion, cannot be 
realized – for example, consumer protection or the influence of the consumption policy. Beside 
certain deficiencies regarding current economic development of co-operatives and despite the 
growth of sales turnover, co-operatives cannot propose yet a large array of products within sales 
outlets, whether these are locally manufactured products or a range of “bio” products, etc. 

The results of our survey showed that the younger the person is, the more explicit is his/her 
expectation concerning co-operatives commitment to environmental protection, support of local 
producers, modernization, etc. (Figure 4a and 4b). 

 

 
Figure 4a: Distribution of respondents’ (20-35 years of age) answers  

regarding their appreciation of the Moldovan co-operation system impact   

 
Figure 4b: Distribution of respondents’ (45 years of age and above) answers  

regarding their appreciation of the Moldovan co-operation system impact  
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operatives consider them advantageous and appreciate the support of co-operative members. 

The survey allows concluding that despite the economic growth Moldovan co-operative system 
experiences a relative lack of image and the population does not distinguish the specific character 
of co-operative enterprises based on values. Nevertheless, the appreciation of its protective role by 
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co-operative members can be considered a positive factor. But, of course, in order to redefine the 
mission and the image of the co-operative company model, a complete and much broader sample 
survey needs to be carried out, questioning population from areas exceeding the neighborhoods of 
our students. 

The co-operative model of economic activity became a research subject of particular importance 
mainly in 2008-2009 on the grounds of strong impact of financial and economic crisis on the 
development of the world economy. 

Our studies showed that young people are expecting the modernization and certain re-definition of 
the mission and even of the current image of co-operative system of the country, implementation 
of new ideas, forms and solutions. Current priorities and objectives of the system must be re-
considered in order to make the co-operation more visible, especially in terms of values and social 
responsibility. 

These are the results of research carried out by the university. This study demonstrates the 
opportunities available to the university with regard to:  

- re-definition of co-operative image of Moldova,  
- upgrade of co-operative activities based  on innovative approaches,  
- identification of government support forms for co-operative activity, 
- evaluation and minimization of risks resulting from the re-activity of the system,  
- diversification of co-operative activity forms, 
- attraction of investments. 

 
 

5. Conclusion 
 
In conclusion, we would like to mention that the study of co-operative development issues in 
Moldova is a priority for our university since it represents the foundation of research-based 
education.  

Anyway, the University is in permanent search of new ideas, opportunities, solutions oriented 
towards the increase of university education and research quality, developing training of 
professional and competent graduates, based on knowledge requirements of the economy of the 
future. 

Therefore, our next steps are:  
 Development of international academic mobility of students and teachers, mainly in the co-

operative field; 
 Creation of “Enterprise – University” cluster within the co-operative sector; 
 Creation of students and employees Consumer Co-operatives within our University; 
 Organization of a business incubator (for the development of original business ideas and 

plans by our students); 
 International collaboration with other co-operative universities. 

In the meantime, in the context of 2012–IYC, together with special programs dedicated to this 
event we have launched a co-operative education program for young people and children in the 
spirit of worldwide and national co-operative values, promoting it in schools. 
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We particularly appreciate and would like to extend collaboration with other universities in the 
world. There is a saying in our country: “Where there is one person there is no strength, where 
there are more - the power increases”. We are aware of the fact that our success is modest in 
comparison to possibilities and advantages offered by international collaboration. Namely, co-
operative universities must show an example of “co-operatives co-operation”.  

In this context, we consider necessary to create an Association of Universities for the promotion of 
education and research programs in the area of co-operation aiming at: 

- Exchange of experience and transfer of good practices of educational and research 
technologies; 

- Promotion of joint programs (scientific, cultural events, etc.); 
- promotion of co-operative values through universities at international level; 
- Exchange of ideas, options, solutions for the development of co-operative sector. 

The future belongs to young generations and their co-operation assures a better future.  
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Abstract 
 Banking and finance sectors of the Republic of Moldova the same as in other states are of great importance 

for sustainable development of the whole economy. The existence of normal competitive environment on the banking 
sector would provide the national economy with necessary inexpensive financial resources and would support the 
creation of banking and financial systems able to cope with competitive pressures from outside the country. Recent 
publications regarding the establishment of Moldovan banking sector highlighted several deficiencies in the relevant 
competitive environment. In this context, we propose an analysis of the competitive environment on the banking sector 
of the Republic of Moldova, identifying elements limiting competition and guidelines for the improvement of 
competitive aspects of Moldovan banking sector taking into account the experience of other countries. The analysis of 
EU countries experience together with suggested recommendations is expected to stimulate competition in the 
Moldovan finance sector as well as discourage anti-competitive practices. 
 
Keywords: competition, financial market, banks, insurance, merger. 
 
JEL classification: G2  
 
 

1. Introduction 
 

Integration in the European Union is a strategic objective for the Republic of Moldova. The 
integration process is very complex and represents a real challenge for our country. To achieve this 
goal the Republic of Moldova should achieve significant success regarding socio-economic 
development as well as in the creation of a competitive economy. 

The analysis of Moldovan financial system conducted by EU experts [7, p.21] has found out that 
development of banking and non-banking financial institutions of Moldova showed small progress 
compared to its neighbours and countries of South-East Europe also aspiring to EU membership. 
The same study found that Moldovan financial system is centered on the banks with an improbable 
quick launch of the capital market, some of the main segments of the financial sector – insurance 
companies and pension funds – still remaining underdeveloped. 

It is obvious that banking and financial sectors are of vital importance for the national economy 
and for these reasons they need special attention. The global financial crisis identified several 
deficiencies in the operation of these sectors. Thus, creation of an effective mechanism of 
supervision and regulation of the banking and financial sectors will create premises for their 
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development and harmonization with the Acquis Communautaire. The Republic of Moldova must 
develop its financial sector to ensure the progress of integration in the single financial market of 
the European Union. EU integration is a challenge for the national financial system; therefore 
creation of an efficient financial sector would help dealing with competitive pressures arising from 
liberalization of trade with EU in the area of financial services. At the same time, creating a 
competitive banking system would have beneficial effects on other sectors of national economy 
ensuring their access to financial resources and would also have to cope with competitive pressure 
from the EU. 

Competition policy is a public policy with its own dynamics, influenced by the development of 
economic theory. However, while effective implementation of this policy is performed at sectorial 
level there are areas where it still needs to be harmonized with regulatory authorities’ specific 
policies [9, p.2]. The financial sector is one such sector having particular relevance to the national 
economy and promotion of competition policy can be successful only in close collaboration with 
the National Commission for Financial Market and with the National Bank of Moldova. 

It should be noted that financial sector is given special attention at Community level by means of 
periodical sector investigations [4] identifying symptoms that indicate lack of effective 
competition in certain areas of financial services. To this end, the experience of EU countries 
together with their best practices will help to identify and eliminate competitive constraints 
blocking the creation of a healthy environment in the financial sector of the Republic of Moldova. 

   
 
2. General characteristic of banking and financial sectors of the Republic of Moldova 

 

Moldovan financial system consists of all financial intermediaries, financial markets and 
relationships arising in terms of accumulating and re-distributing funds to and from private 
individuals, government enterprises and financial infrastructure. Existence of a financial system 
able to direct available financial funds to their destinations in the most efficient way is an 
important criterion of economic development. 

Financial sector development is necessary to satisfy the economy needs in the area of financial 
services and infrastructure quality and to ensure effective implementation of state economic and 
social policy. 

Moldovan financial sector has three main features common for the first development stage of 
financial markets in transition countries of Central and Eastern Europe. These are: 

• relatively low level of financial intermediation;  
• powerful domination of the banking system in the financial sector as a result of specific 

underdevelopment of capital markets;  
• degree of foreign participation in most industry segments [7, p.53]. 

Private financial sector, as part of the economic system, is composed of several financial 
subsystems that can be divided into two components: banking and non-banking sectors. With such 
division monitoring and regulatory functions are divided between the National Commission for 
Financial Market and the National Bank of Moldova. 
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Overall, Moldovan banking sector is steadily developing and its role in the economy is growing. 
Taking into account the pro-cyclical nature of the banking system, a relatively favorable macro-
economic situation in Moldova was fully reflected through an increasing penetration of the 
banking sector into the national economy in 2000-2008. Thus, the share of bank credit to GDP 
increased from 25.2% in 2000 to 40.2% in 2007. It decreased in 2008 to 39.8% due to the fact that 
the powerful growth was slowed because of credit tightening as a result of severe monetary policy 
and of negative expectations associated with shaping of the first recessionary signals. The 2009-
2010 development was based on a purely arithmetic effect: pronounced decrease of GDP; 
respectively, the denominator increased its weight to 41.7% in 2009 and in 2010 caused the 
opposite effect decreasing its weight to 33.9%. The average share of bank loans to GDP in 2004-
2010 was 31.5%, the Republic of Moldova being surpassed by most countries from Central and 
Eastern Europe except for Albania and Georgia. Regional leaders - Latvia, Slovenia and Estonia – 
have provided loans whose average share in GDP ranged between 80% and 115% [1, p.8]. 

By 2013 the situation improved and credit process increased so that the share of bank credit to 
GDP increased to 42.2%. However, it should be noted that the share of net non-performing loans 
in the total regulatory capital decreased by 9.3% to 16.6 % on December 31, 2013, thus reducing 
the risk of capital loss. 

Taking into account the association of the Republic of Moldova to EU, respectively the trends of a 
liberalized financial market, the penetration level of Moldovan banking system is expected to 
increase in the coming years. 

Although the situation is slightly better in terms of bank deposits share to GDP - the main source 
of credit, however, in this respect the Republic of Moldova is characterized by an average share of 
bank deposits to GDP of 52%, ranking lower than countries such as Lithuania, Serbia, Romania, 
Belarus and Georgia, being positioned below the regional average. 

The main function of the banking system and namely citizens’ economic mergers and its 
orientation towards those in need of additional liquidity, is performed deficiently. 

A reserve growth of lending volume of the real economic sector in parallel with the increase in the 
saving rate is provided by earnings from Moldovans working abroad. Empirical studies show that 
about half of the gains made in employment are transferred back to Moldova as remittances. 
Preference for placing savings in foreign banks, conditioned by the fact that the amount of 
guaranteed deposits in EU countries is considerably higher (50 000 Euro), does not allow full 
exploitation of this potential. On the other hand, the state takes actions to channel funds from 
remittances towards the small business development (PARE 1+1), but these measures need to be 
supported by sufficient funds in order to produce the desired effect. 

Another relevant aspect for the analysis of Moldovan banking and financial sectors keeps available 
resource efficiency and the effectiveness of risk management. On one hand, Moldovan banks have 
excess liquidity of prudential norms recommended by international best practices. Thus, average 
liquidity reserves of bank assets reached 27.3% in 2004-2009. For an efficient intermediation the 
surplus liquidity would determine banks to increase their lending efforts, which would mean 
reducing the premium risk. In reality, economic entities in Moldova invoke limited access to 
financing sources, indicating high interest rate as one of major problems faced during their 
economic activity (14.2% of respondents to the questionnaire that served as basis for 2010-2011 
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Global Competitiveness Report indicated access to finance as the largest impediment in doing 
business [11]). 

The same is confirmed by the fact that risk premiums applied in Moldova are highest in the region 
[10]. Risk premium is expressed as the difference (in percentage points) between the banks’ 
interest rate on loans and interest rate on bonds. The fact that, during in the Republic of Moldova 
2004-2010 period, risk premiums indicated 8.6% shows a lack of confidence of commercial banks 
in potential borrowers thus determining their preference for liquid assets. 

Confidence crisis could be partly overcome by improving the credibility of borrowers’ 
information. A recent reform in this area relates to the creation of national credit history bureaus to 
collect information on timely borrowers’ loan payments, thus allowing commercial banks to adjust 
their interest rates based on borrower’s profile. As a result of the implementation of this reform the 
Republic of Moldova significantly improved its ranking by the World Bank Doing Business 2012, 
rising from 96th to 40th position [5]. Also, after consolidating its secured transactions system and 
upgrading its legislation concerning insolvency and restructuring procedures, Moldovan ranking in 
World Bank Doing Business 2014 achieved 13th position for loans granting [6], surpassing such 
countries as Bulgaria, Czech Republic and Hungary. 

Despite the positive trends in the banking system regional data shows that the integration level of 
the banking system is lowest in the region. This fact confirms low access level of economic 
entities and of the population to bank loans. However, modest integration of banking system into 
the national economy allowed banks to be more immune to macroeconomic shocks triggered by 
financial crisis. Banking sector is a particular sector of the economy; therefore banks are different 
from other business entities in terms of performing certain essential functions that depend on the 
entire economy and society. This was confirmed by the European Commission in the context of 
state intervention and aid to financial institutions so they could overcome global financial crisis. 

The equity and foreign exchange markets are shallow and non-banking financial institutions are 
small. In 2014 non-banking financial institutions consisted of 2 stock exchanges, 16 insurance 
companies, 76 insurance brokers, 83 microfinance institutions and 338 savings and credit 
associations [3]. The National Commission for Financial Market performs supervision and control 
of non-banking financial market, particularly of insurance companies and of the National Bureau 
of Motor Vehicle Insurers. 

By 2012 Moldovan insurance market completed its consolidation phase. Under new legal 
provisions the minimal amount of social capital for insurers practicing insurance activities was 15 
million lei, and for those practicing life insurance activities - 22.5 million lei. However, full 
compliance with legislation in 2012 completed the stage of reorganization through transformation 
of insurance companies - from limited liability company into a limited company [3]. 

The evolution of insurance market operators’ number and structure differs from country to country 
and depends on insurance policies and regulations, on political system capability, on economic and 
social development, on capitalization level and, in some cases, on external environmental factors 
relevant to the country. However, Moldovan insurance sector is less developed both in terms of its 
potential and in comparison with neighboring countries. Except for liability auto insurance all 
other aspects of the national insurance market are poorly developed. Several factors contribute to 
the low penetration of insurance sector, including low income population, low level of trust in the 
public sector and the lack of relevant prudential laws together with their implementation [7, p.35]. 
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According to statistics, 19 insurance companies, 16 companies, or 79%, specialized in insurance 
segments (accident, property, auto, etc.) operated on Moldovan insurance market in 2012 [3]. 

By the end of 2002, on the market of service insurance 49 insurance companies, of these 14 with 
foreign participation in social capital operated. As a result of amendments to Law no. 1508-XII of 
15.06.1993 on security reasons for increasing the share capital of insurance companies from 300 
thousand lei to 2 million lei, by the end of 2005 the number of market operators decreased to 32 
insurance companies with a total fixed capital of 207.7 million lei [3]. The new legal provisions 
that conditioned periodical raise of minimum capital together with reorganization of insurers from  
“limited liability” to “limited company” legal form repeatedly accelerated the decrease of the 
insurers and, respectively, strengthened the insurance market, from 33 companies in 2007 to only 
19 in late 2012.  

 
Table 1: Insurance operators market  

 
Indicators 2008 2009 2010 2011 2012 2013 

Number of insurance/reinsurance 
companies, of which: 28 24 24 24 19 16 

Insurance companies (exclusive) 26 22 22 22 16 14 
Life insurance companies (exclusive) - - - 1 1 1 

Simultaneous activity insurance 
companies (life and general) 2 2 2 1 2 1 

Reinsurers (exclusive) - - - - - - 
Number of insurance brokers 32 45 59 69 71 76 

Source: National Financial Market Commission (www.cnpf.md )   

 
Under Law No. 407-XVI of 21.12.2006 insurance intermediaries are considered insurance agents, 
bank assurance agents and insurance and/or reinsurance agents. The insurance broker is a legal 
entity registered in the Republic of Moldova, entitled to negotiate on behalf of his clients or legal 
entities insurance (reinsurance) contracts as well as to assist contracts conclusion or damage 
settlements. 

During 2000 – 2012 Moldovan insurance sector registered a growth trend except for 2009. The 
insurance sector tends to become a competitive one although not displaying performance yet. 
According to official data, after permanent yearly growth until 2008 when it reached the highest 
registered gross written premiums, in 2009 the insurance market reported a slight business volume 
decrease of 2.5%, in the next three years again recording growth trends [3]. 

Among all types of general insurance, the largest share in the entire period after 2004 was held by 
auto insurances (CASCO and auto civil liability insurances) that in 2012 accounted for more than 
66% of the market (about 500 million lei). Moreover, insurances belonging to auto vehicles 
segment occupy three top positions in the “best-selling insurance policies” ranking, on the first 
place being compulsory insurance against internal civil liability auto internal - RCA (24% of total 
market), followed by external auto insurance policies – Green Card (19%) and CASCO (23%) [3]. 
Other insurance types like assets, health, accidents and general civil liability recorded low and 
extremely low shares of 12%, 5%, 4% and 1%. 

Insurance contribution to the creation of income in Moldova’s economy shows that the intensity of 
insurance in the national economy registered a slow evolution over the last decade with slight 
variations in the last three years. This dynamic is supported by dynamic penetration of insurance in 
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GDP, expressed as the ratio between gross written premiums and GDP, the 2012 indicator 
displaying a 1.24% decrease compared to 2007 when the penetration into GDP was 1.36%, this 
being the highest value since 2000. The largest share of premiums in GDP was 1.5% recorded in 
1997, although the annual amount of premiums collected that year, about 137.1 million lei, 
represented a high value compared to almost 19% of premiums in 2007  [3]. 

The amplification of the insurance market is evolving in Moldova. Recovery trends make possible 
new platforms for optimal protection offered, product diversification and capacity development of 
insured risks. In this context, the liberalization of insurance market and introduction of genuine 
market mechanisms would significantly contribute to growth of consumer welfare. 

The bond market of Moldova is less developed; there are problems both with the placement of 
corporate bonds that are practically not issued and with the component bonds. There are very few 
bonds in the Republic of Moldova and there is no secondary market for them. Moldova's main 
securities are money market instruments in the form of NBM certificates and treasury bills of the 
Ministry of Finance with a maturity of up to one year, with increasing activity in the up to 90 days. 

The capital market is also less developed in the Republic of Moldova. There is a complex stock 
market infrastructure, however almost all securities are dematerialized and there is no central 
registry for owners’ evidence. National Security Depository operates as a compensation and 
custody exchange organization without having registrar’s license. But 2013 was a remarkable year 
for the non-banking financial market from the Republic of Moldova due to the entry into force of 
Law on capital market that changed market infrastructure and established new rules. 

The financial sector is a sector regulated with particular attention in most countries. Careful 
regulation of this sector in EU is determined by regulation objectives set for financial services and 
investments. A primary objective of financial market regulation is tracking macroeconomic and 
microeconomic stability that can be endangered by systemic risks. These are risks of financial 
institutions failure having a domino effect that may lead to collapse of the entire financial system. 
This form of regulation is referred to as prudential supervision and is implemented through capital 
adequacy rules which are supposed to withstand risks arising from financial activities. The second 
objective of financial regulation is market transparency and investors protection [7, p.76]. The 
third objective of financial market regulation, linked to overall efficiency, is maintaining and 
promoting competition in financial intermediation sector.  

 
3. Analysis of the competitive environment on the banking and financial services market 

 
Inefficient use of resources and inadequate risk management are caused by lack of genuine 
competition in the banking segment of the financial market and the overall lack of viable 
alternatives for funding through non-banking financial sector. At the end of 2011 the share of 
assets of five largest Moldovan banks from the national banking system amounted to 70.12% [2]. 
In 2011 about three quarters of bank capital were represented by foreign investment and only 4 
banks out of 15 active banks in Moldova were subsidiaries of Western banks. Another factor 
reducing efficient use of resources is the share of state in the bank capital of one of the 5 largest 
Moldovan banks. 

Although National Bank data indicate that 71.7% of Moldovan bank capital belongs to foreign 
investors an analysis done by the International Monetary Fund identified that 10 out of 14 
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Moldovan banks operating in 2013 owned domestic capital and only Eximbank, Mobiasbank, 
BCR and Procreditbank have had foreign shareholders [8]. 

The activity of Moldovan commercial banks is characterized by a seemingly paradox 
phenomenon: although the level of liquidity in the system is one of the largest in the region, banks 
are extremely cautious in granting loans. On the one hand, it shows that lack of resources is not the 
essential cause of passive lending to the real sector, on the other hand, large volumes of liquidity 
may serve as one of consequences of this reluctance to give credits. Therefore, this paradox can be 
easily explained by systemic deficiencies related to the operation of national economy, 
macroeconomic instability and high uncertainty which determines both banks’ reluctance to loan 
and population’s reluctance to the placement of deposits. 

Most Moldovan banks operate on universal basis addressing both individuals and legal entities. 
Therefore competition is achieved in several product categories. It should be noted that 
geographically all banks have their headquarters in Chisinau and 5 largest banks have 
representative offices and branches in almost all regional centers. Analyzing the experience of 
European Union banking market the following relevant product markets were identified: 

 Consumer credit market - consumers represented by individuals, 
 Commercial credit market - several types of credit, consumers represented mainly 

by businesses or individuals entrepreneurs, 
 Mortgage market, 
 Deposits market, 
 Current account services market. 

 

It is also necessary to mention specific financial and banking markets, market factoring, financial 
leasing market and the international monetary market. In the analysis of banking sector have been 
identified other relevant markets with banking services over which banks have a determined 
influence: market evaluation services and insurance market. 

Depending on the expression manner, the indicators for evaluation of market concentration level 
can be divided into two categories: absolute and relative. Absolute indicators of market 
concentration level involve assessment of the number of companies on the market and their market 
share. In practice the use of absolute indicators regarding market concentration level reduces the 
use of concentration indicators (CR) and Herfindahl-Hirschman indicator (HHI). 

CR3 indicator reflects the cumulative share of the market held by 3 largest companies and 
identifies the sum of market shares of the largest market operators. 

HHI indicator takes into account both the number of enterprises and their market asymmetry, 
characterizing the level of monopolization. The importance of this coefficient decreases with 
growth of the number of enterprises and increases with growth of companies’ inequality 
(asymmetric) regardless of their number. 

With the growth of market shares power, HHI coefficient gives greater significance to large 
enterprises than to small ones, which means that if small business is missing then the final error 
will be insignificant. 

HHI coefficient is calculated as the sum of squared market shares of all enterprises rated in terms 
of shares or %. 
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where: HHI –Herfindahl-Hirschman index; 
            qi –company share i in volumes the market; 
            n – number of market operators. 

The lower is HHI the lower is the concentration and the higher is competition and the lower is the 
market power of each particular economic entity. For a competitive market (number of companies 
> 100) HHI tends to 1 and for a monopolized market HHI tends to 10000. Depending on CR and 
HHI indicators there are three main market types: highly, medium and low concentrated. 

Based on public information provided by commercial banks and by the National Bank of Moldova 
it is possible to appreciate the level of concentration on the relevant markets identified above. 

 
Table 2: Concentration level indicators on the banking market 

 

Indicators Deposits market Commercial credit 
market 

Consumer credit 
market 

Mortgage market 

HHI 1298 1289 2749 1602 
CR3 54.5 54.94 75.4 59.33 

Source: calculated by authors  
 

Data analysis allows us to conclude that Moldovan banking market shows a medium level of 
concentration. A high degree of concentration is observed on the consumer credit market, where 
CB “MOBIASBANCA-Groupe Societe Generale” JSC, “Moldindconbank” JSC and CB 
“Moldova – Agroindbank” JSC hold approximately 75.4% of the market. The largest commercial 
loan market value shows that about 86% of all loans are granted for commercial purposes. 
Commercial loan market and deposits market are concentrated markets being dominated by BC 
“Moldova – Agroindbank” JSC, CB “Moldindconbank” JSC and CB “VICTORIABANK” JSC. 
Mortgage market, although considered partialy concentrated, is approaching high concentration 
dominated by CB “Eximbank - Gruppo Veneto Banca” JSC, CB “MOBIASBANCA - Groupe 
Societe Generale” JSC and CB “Moldova – Agroindbank” JSC, so there is a tendency for targeting 
banks with foreign capital to the mortgage market due to lower cost of resources attracted from 
abroad. 

The tendency toward polarization of local insurance market, i.e. the activity of concentrating the 
market in the hands of a few companies is noticed as requiring more time, but after the entry into 
force of the Law on insurance it has become more pronounced. This is due, firstly, to the decrease 
of the number of underwriters as a result of increasing the bail and, secondly, to the presence of 
unfair competition factors. 

Therefore, the concentration of insurance market recorded an average result showing gradual 
increase in recent years. In 2006 the top 5 insurance companies (out of 33) had cumulatively 
accounted for 65% of total gross written premiums while in 2009 the figure rose by 10 percentage 
points and was 75% (out of 24 companies). However, by 2012 the concentration of the top 5 
insurance companies (out of 19) was 77% [3]. 
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The data in the table shows high concentration of insurance companies in the Republic of 
Moldova. However, the auto segment has increased importance that generated to a great extent the 
ranking of insurance companies by gross premium volume criterion. More specifically, the first 
four insurance companies out of the top auto vehicle segment (MOLDASIG, ASITO, GRAWE 
CARAT and MOLDCARGO) are of the same size and dominate the insurance market. 
 
 

Table 3: Insurance market concentration in 2012 
 

Nr. Name of insurance company Share 
1. ASITO SA 15.28% 
2. DONARIS-GROUP SA 7.84% 
3. GRAWE CARAT ASIGURĂRI SA 10.91% 
4. MOLDASIG SA 30.75% 
5. MOLDCARGO SA 12.02% 
6. Others 23.20% 

Source: National Commission for Financial Market (www.cnpf.md) 
 

Although Moldovan insurance market is still at an early stage of development, the consumers of 
insurance products and services have access to a relatively wide range of insurance products. 
According to NCFM these can be classified into four basic categories: 

 compulsory insurance by law, such as auto vehicle liability insurance; 
 voluntary insurance (or voluntary) goods such as providing commercial, 

agricultural, financial and personal enterprises; 
 voluntary insurance of individuals, such as pensions, annuities, life and health 

insurance; 
 voluntary insurance liability, insurance in areas such as aviation and transport 

service providers and professional indemnity. 

Auto vehicle liability insurances comprise over 43% of premiums on the national insurance market 
and represent the most important product offered by insurance companies. Due to its mandatory 
character this type of insurance guarantees companies a steady income with no efforts at all. 

After the National Agency for Protection of Competition, presently called the Competition 
Council, started its activity, the first violations of insurance market competition were identified in 
2007, particularly in the “Green Card” insurance market.  

In 2013, more distortions of “Green Card” civil auto liability insurances on the external insurance 
market were discovered. The General Meeting of Motor Vehicle Insurers’ National Bureau 
decided to exclude insurance companies “Moldcargo” JSC and “Grawe Carat Insurance” JSC from 
the National Bureau. The particularities of “Green Card” certificates issued by “Moldcargo” JSC 
and “Grawe Carat Insurance” JSC requested intervention of the Competition Council. 

Examining the external insurance market of “Green Card” civil auto liability insurances we found 
a highly regulated market. Prices for civil auto liability insurance are established and reviewed 
annually by NCFM. Prices applied by the regulating authority to civil auto liability insurance do 
not allow competition to develop. Taking into account the fact that insurance prices are set by 
NCFM and insurance companies cannot deviate from these prices, the final product (internal and 
external civil auto liability insurance “Green Card”) is a standardized one, competition among 
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insurance companies is reduced to competition for resources without any contribution to 
consumers’ welfare. Such a competition among insurance companies is, at least, unproductive and 
does not stimulate insurance companies to reduce costs or improve the quality of services. Starting 
from the fact that competition is not a scope in itself, but should contribute to the growth of 
consumers’ welfare, we consider appropriate to modify national legislation in terms of liberalizing 
compulsory civil liability insurance market. 

 
4. Conclusions 

 
The analysis of Moldovan financial system has identified several issues, which need to be solved 
very carefully, namely, finding a balance between regulation and efficiency. Of course, the 
opening of financial markets for foreign financial institutions creates a favorable opportunity to 
attract more available financial funds, but one must keep in mind that this is a strategic area and 
any thoughtless step might affect the entire national economy. Thus, in order to avoid prejudice of 
the financial system, the national bank together with the Competition Council should promote state 
competition policy in close coordination with the National Bank of Moldova taking into account 
the experience of the European Union. 
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1. Introduction 
 

Modern trends in the world economy require expanding functional informational capabilities of 
financial statements. Market-oriented users of financial statements are interested in information 
necessary when making decisions of financial character. Thus, the most important aspect of 
business activity in any enterprise is the identification of financial results for a certain period. In 
general, accounting of financial results brings forward the following three components:  

1) Reflection of data on income from economic and financial activities; 

2) Merging of information about expenditures which contribute to obtaining these revenues; 

3) Comparison of revenues and expenditures and determination of financial results.  

A financial result (profit or loss) represents the absolute efficiency of company’s management in 
all areas of its activity: production, sales, procurement and investment. It forms the basis of 
economic development of an enterprise and strengthens its financial relations with all members of 
the commercial business.  

Profit is the most important economic category and the main goal of any industrial enterprise. As 
an economic category profit shows the net revenue generated by productive labor in the sphere of 
material production.  

However, different users of accounting information are interested in certain aspects of financial 
accounting of financial results. In order to consider the most significant results we will generate a 
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model for accounting financial results and with its help we shall define its components, nature and 
significance (Figure 1). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure1: Model representing aspects of financial results  
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In our opinion, examination of presented aspects is impossible without studying the unit of 
definitions used to describe financial accounting of financial results (Figure 2).  Thus, we tried to 
make it more understandable by means of the following figure: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 2: Terminology aspect of financial result in financial accounting 
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whole there are many meanings of this term. Modern economic dictionary gives the following 
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Dictionary “Accounting, taxes, business law” gives the following interpretation: a financial result 
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According to juridical literature, a financial result is an increase or decrease of company's capital 
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As mentioned above, there are many definitions of the financial result; however, there is also one 
important point: when forming the financial result in the accounting system it is acceptable to 
calculate a number of indicators characterizing organization's activities. The following categories 
are used as such indicators:  
- Gross profit; 
- Profit (loss) from sales (ordinary activities); 
- Profit before taxation or accounting profit; 
- Net profit (loss) for the accounting period. 

Returning to the Modern Economic Dictionary, we present the given definition: Gross profit is the 
difference between revenues of an enterprise/entrepreneur from the sale of goods and the 
manufacturing cost of product before deducting income tax. If we consider the reflection of gross 
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profit in financial statements and its reflection in financial accounting, in this case the most 
meaningful and accurate definition is the following: gross profit is an indicator of loss and profit 
statement, defined as the difference between the data of the article “Revenue (net) from the sales 
of goods, work and services” (net of value added tax, excise duties and similar mandatory 
payments) and the data from item “Prime cost of the sold goods, products, work and services”. 
The next stage of net profit formation is the determination of profit margin calculated by deducting 
commercial and administrative expenses from the resulting gross profit.  

Accounting profit or profit before taxation is defined in many editions as enterprise’s profit before 
tax deduction. However, the following interpretation of this term will be most appropriate: profit 
before taxation is profit from sales taking into account other income and other incurred expenses. 
The list of income and other expenses from other activities is approved by PA 9/99 and PA 10/99. 

Net profit is profit for the reporting period remaining after payment of income tax and other 
similar mandatory payments. A similar definition is given in the Modern Economic Dictionary: 
Net profit is the profit remaining at company’s disposal after deduction of taxes and other 
mandatory payments. Deducted taxes, deductions and mandatory payments include: income tax, 
penalties on budget and extra budgetary funds.  

It is also necessary to define the term “loss”. Losses are considered to be the reduction of own 
capital resulting in the loss of own assets.  

In civil law “los” is damage in a monetary form caused to a person by another person’s illegal 
actions. In juridical literature loss is understood, firstly, as expenses which the person, whose right 
is violated, made or will have to make in order to restore it, as well as loss or damage of property 
(real damage); secondly, “loss” is the revenue which the person would have received if an 
obligation was properly fulfilled by a debtor (not received profit). 

In accordance with Modern Economic Dictionary, “loss” is defined either as loss of economic 
activities in terms of money or excess expenditure over income entailing reduction of material and 
financial resources. 

It means that similar to profit, loss is a financial result of enterprise’s activities, but it’s opposite in 
value reflecting the inefficiency of company’s work. Moreover, taking into account the legal 
aspect, one can say that loss can be considered not only a result of activity, but also an event that 
may cause damage to an enterprise due to the fault of third parties or to its employees.  

Further we will introduce a term without which it is impossible to define a financial result, either 
profit or loss. It is the prime cost of a product. Here can be distinguished a general definition used 
in most literature: prime cost of a product is a set of direct costs associated with production, or any 
costs incurred from the manufacture to the sale of a particular product.   

And here comes a more complete definition: prime cost is cost estimation of natural resources, raw 
materials, fuel, energy, fixed assets, labor used in the process of producing goods (work, services) 
as well as other costs incurred for its production and sale.  

According to PA 9/99, organization costs are considered the reduction of economic benefits 
arising from disposal of assets (cash or other property) and (or) incurrence of liabilities leading to 
reduction of company’s capital, except for the reduction of contributions decided by participants 
(property owners).  
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Next, we will consider the term “income”. According to PA 10/99, company’s income is 
recognized as increase of economic benefits as a result of assets volume growth (cash or other 
property) and (or) repayment of obligations leading to an increase of company’s capital except for 
the contributions of participants (property owners).  

Another aspect of financial result accounting is normative regulation of its formation, calculation, 
accounting and reporting (Figure 3). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

Figure 3: Normative regulation of financial result accounting 
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This level includes RF Tax Code, RF Civil Code and RF Customs Code establishing: rules for 
profit taxation, main provisions regarding the activity of organizations having various ownership 
forms, as well as responsibility for the performance of obligations under tax legislation and 
obligations of an enterprise before their employees having certain impact on the financial results of 
company’s activities.  

The next level includes regulatory documents issued by governmental bodies (Ministry of 
Finances, CB etc.). In terms of financial results formation the most significant are the following: 

1. Provisions on accounting “Revenues of an organization” PA 9/99 and “Expenses of an 
organization” PA 10/99; 

2. Provisions on “Income tax accounting” PA 18/02; 

3. Provisions on “Accounting policy of the organization” PA 1/2008, which is an organizational 
document for a company containing certain restrictions on its activities; 

4. Provisions on accounting and financial reporting in the Russian Federation which, similar to the 
Law on accounting, establish the basic requirements for conducting accounting of financial results 
and for their registration, as well as such provisions: 

- Profit or loss identified in the reporting year but related to previous-year operations are included 
in the financial results of organization for the reporting year; 

- Revenues received in the reporting period but related to future reporting periods are reflected in 
the balance sheet as a separate item as deferred revenues; these revenues should be classified as 
financial results in a commercial organization or as income increase of a non-profit organization 
occurring during reporting period to which they relate;  

- In balance sheets the financial result of the reporting period is reflected as retained earnings 
(loss); in other words, this is the final financial result revealed for the reporting period less profit 
taxes and other similar mandatory payments established in accordance with the legislation of the 
Russian Federation including its provisions regarding non-compliance with tax rules. 

The third level of normative regulation of financial results includes guidelines with regard to 
industry particularities, instructions on accounting procedures for various elements, including 
guidelines for the development of public accounting and auditing organizations. Third-level 
documents include: the letter of the Ministry of Finance about the formation of financial results, 
chart of accounts, instructions for using the chart of accounts when reflecting financial and 
economic activities of an organization, methodological recommendations (or guidelines) on 
industry accounting, complementing the regulatory framework established by higher-level 
documents and transferring them to the sector in which the company operates.  

The last, fourth, level concerns organizational documents of an enterprise: accounting policy, 
charter, chart of accounts, etc., which define a set of rules which implementation will ensure the 
highest financial results accounted. The development and implementation of such rules are directly 
connected to company’s practical accounting and its accounting methods.  

Further, we will consider in more detail aspects of organizational documents and legislative 
restrictions regarding financial accounting of financial results (Figure 4).  
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Figure 4: Organizational documents and legislative restrictions regarding financial accounting of 
financial results 

 
 
I. Accounting policy. Its formation approach is approved by PA 1/2008. Among its provisions 
regarding financial results one can distinguish the disclosure of accounting methods significantly 
affecting evaluation and decision-making by interested users of financial statements.  
 
Accounting methods are extremely important, without relevant knowledge regarding their 
application interested users will not be able to reliably estimate company’s financial situation, 
financial results of its activity and (or) the cash flow. 

Accounting methods, employed in the formation of accounting policy and subjected to disclosure 
in financial statement, include methods of depreciation of fixed assets, intangible and other assets; 
estimation of industrial stocks, goods, unfinished work and finished products; recognition of 
revenue from sales of products, goods, services and other methods. 

Provisions characterizing financial result-related accounting methods may include:  
- Revenues and expenditure accounting methods; 
- Materiality level in accounting; 
- Direct and indirect costs; 
- Write-off method for overheads. 

Revenues and expenditure accounting methods: 
1. Accounting cash method, in terms of this method, the date of income receipt is considered to be 
the day when funds are received to bank accounts and (or) to the cashier, the same is true 
regarding the receipt of other property (work, services) and (or) property rights as well as 
repayment of debt owed to the taxpayer by another method (cash method). 
Taxpayers’ expenditures are recognized as costs after the actual payment; payment of goods 
(work, services and (or) property rights) is considered to be the termination of reciprocal 
obligation by a taxpayer – purchaser of goods (works, services) and property rights – to a seller 
directly connected to the supply of these goods (implementation of works, provision of services, 
transfer of property rights). 

Chart of accounts 

Accounting policy 

Materiality level 

Charter 

Revenues and expenditures 
accounting method 

Conditions for recognition of 
revenues and expenditures 

Write-off method for 
overheads 

Organizational documents, 
legislative restrictions 
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A company is entitled to apply the cash method only if its average amount of revenue from sales 
of goods for the previous four quarters (excluding VAT) does not exceed one million rubles.  
2. Accrual method of accounting - the essence of this method is actually reduced to the fact that 
revenues are recognized regardless of cash, other assets (work, services) and (or) property rights 
receipt, and expenditures are accordingly recognized irrespective of their actual payment.  
 
For proceeds from sales, unless something else is provided by article 271 of RF TC, the date of 
income receipt is considered to be the date of sale of goods (work, services, property rights), 
determined according to Article 39(1) of RF TC, regardless of the actual receipt of funds (other 
property (works, services) and (or) property rights). 

With regard to non-operating income the dates for their recognition for tax purposes are 
established in accordance with Article 271(4) of RF TC. 

Expenses are recognized in the reporting (tax) period in which these expenses arise from 
transactions. If a transaction does not contain such provisions and the relationship between 
revenues and expenditures cannot be clearly determined or is determined indirectly, the costs are 
allocated by a taxpayer independently. 

If contract terms provide income generation for more than one reporting period and do not provide 
phased delivery of goods (works, services), the costs are allocated by taxpayer independently with 
regard to the principle of uniformity of revenues and expenditures recognition. 

The structure of direct and indirect costs is determined by RF Tax Code and is fixed in the 
accounting policy of the company. 

 
 

Conclusions 
 

So, the financial results of accounting have been considered and treated from different points of 
view and different definitions were given. A model for accounting financial results was generated 
and its components, nature and significance defined. Terminology aspect of financial results in 
financial accounting was also shown. Another very important aspect of financial results 
accounting, the normative regulation regarding their formation, calculation, accounting and 
reporting was introduced and examined and also accompanied by a relevant figure. Organizational 
documents and legislative restrictions on financial accounting of financial results were also 
considered and thoroughly examined. Therefore, these findings can be of benefit for different 
types of organizations. 
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Abstract 
Taking into account the current conditions of the national economic development, the economic sector of 

provided services represents a real/actual concern, both from the economic and accounting point of view. This sector 
and the accounting item-service are determined by a rare occurrence in researching by accounting professionals. This 
paper analyzes the economic and accounting approach regarding the services in order to be able to identify the actual 
problems and to present some solutions for improving the regulatory accounting framework. The issues of increased 
concern are: inadequate legislative regulation of the service sector and the need for amending legislation regarding 
the synthetic and analytical accounting records. The study covers the following issues: definition of services as 
accounting element approach and the working methodology for calculating the cost of services offered to individuals 
and companies, the definition of the services price, analysis of new accounting regulations for services according to 
international provisions. Information, as subject of investigation using the analysis, synthesis, grouping data, the 
conceptual comparison methods, provides a valuable presentation of services sector under the accounting approach.  
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1. Introduction 
Taking into account the actual background of national economic development, the service sector 
and particularly, the services present a significant analytical topic from conceptual and accounting 
point of view. This sector and its relevant accounting features rarely draw the attention of the 
accountants. Therefore, the attention of authors will be focused on research of the economic-
accounting approach to services in order to identify the gaps in this area. The causes of increased 
concern are: the inadequate legislative regulation of the services sector and the need for amending 
the accounting legislation regarding the synthetic and analytical records. The study will cover the 
following issues: definition of services as an accounting item, establishment of price for services, 
analysis of new accounting regulations regarding the services compared to international 
provisions. 

 
 

2. Accounting conceptual treatment of services 
 
The evolution of society and the development of production relations, currently are focused on 
rendering services sector. The services are various and multiple [2] (recovery services of 
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recyclable waste, transportation services, storage and communications, financial intermediation, 
real estate services, rental and other services provided to enterprises, government and defense 
services, social compulsory educational services, health care and social assistance services, other 
community, social and personal services etc.)  
It is reasonable to investigate the services from different points of view: as part of the industry, as 
a product of activity, as accomplished function. All aspects are important to outline the accounting 
methodology approach.  
 
2.1. Analysis of services as notion 

General definitions regarding services can be formulated under the provisions of the Classifier of 
Economic Activities of Moldova (CAEM, rev. 2) [2], adjusted according to the Nomenclature of 
Economic Activities in the European Community (NACE, 2 Revision). They represent the 
acronymic-based definitions used to establish the national statistical classification of economic 
activities in Moldova. The Classification of activities (with some deviations) corresponds to the 
classification of the results by type of activity in the form of products (goods and services), 
systematized in the Statistical Classification of Products (Goods and Services) of the Republic of 
Moldova (CSPM) [3].  

In accordance with European Statistical Standard, the terminology of production represents carried 
goods, non-transportable goods and services. It can be mentioned that construction activities 
(works) occupy an intermediary place between goods and services, and are assigned as services by 
the decision of the European statisticians.  

Some important production services like repair and installation works are classified by CSPM [3], 
as goods that represent the result of the production activity. However, not all repair services refer 
to the production activity, some of them being related to commercial services (maintenance and 
repair of motor vehicles, repair services of personal and household goods, repair and maintenance 
of office, accounting and computing machines). 

The Law of the Republic of Moldova regarding domestic trade, no. 231 of 23.09.2010 [9], states 
that commercial activity represents an entrepreneurial activity based on established relationships 
regarding the sale of produced goods, processed or purchased, as well as resulting from the 
execution of various works and rendered services related to the sale of goods, with the aim to 
satisfy economic interests and to ensure a source of income. 

Internal trade includes: 
1) wholesale; 
2) retail trade; 
3) commercial services, including catering. 

According to the mentioned Law, commercial services represent activities provided during the sale 
process ensuring certain benefits and satisfaction to the consumer, without any physical 
modifications to the form of material goods. 

Similarly, catering refers to commercial services, identified as the activity of preparation, 
presentation and serving of food products as well as of confectionary goods, beverages and other 
products to be consumed in specialized units or outside them during the recreational activity 
associated with this process. 
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The following activities are assigned as commercial services: repair and maintenance services for 
cars; trade intermediation (brokerage) services; repair services for household goods and personal 
items; various services of hotels and restaurants; travel agency and tourism guide services; travel 
assistance services, fee- or contract-based real estate agency services; rental of motor vehicles, 
other transport equipment, machinery and equipment, personal and household goods not included 
in special categories; photographic services; secretarial and translation services; other collective, 
social and personal services (hairdressing and other beauty services, funeral services, etc.) [3]. 

From the above mentioned one can conclude that there are various, multiple and diversified 
services. The same activities of rendered services can be assigned both to manufacturing and to the 
commercial sector. 

There is no definite attitude towards the service sector, legislative standardization, and this affects 
the accounting organization sector. 

 
2.2. Specific issues regarding accounting of services 

With regard to accounting provisions, according to SNC 18 “Revenues” [1] services are works 
provided to other legal and individual persons in accordance with concluded agreements within 
established deadlines. These include, for example, transportation services, repair, brokerage, 
insurance, advertising, consulting, financial, installation works and maintenance of sold products 
and goods (machinery, equipment etc.).  

Currently, Moldovan accounting system follows a period of transition to the new National 
Accounting Standards developed under EU Directives. Therefore, further, accounting rules 
regarding services will be also considered. 

The same definitions are mentioned in the Methodical accounting production costs and costing of 
products and services [11] (optional from 01.01.2014 and mandatory form 01.01.2015). In terms 
of the mentioned act, services are works rendered by a company to third parties and/or to internal 
subdivisions (e.g. transportation, repair, brokerage, consulting, training, entertainment, sports, 
telephone, internet, travel, equipment installation works). 

We will make some comparisons also with other legislative acts, considering that the accounting 
definition for services is superficial and does not reflect objective accounting investigated element. 

The Tax Code of the Republic of Moldova no. 1163-XIII of 24.04.1997 [4], with additions and 
changes, regards services as tangible and intangible services, consumer and production services, 
including property offered for lease, transfer of rights on the use of any goods, construction and 
installation, repair, scientific research, experimental construction and other works. According to 
Art.970 of the Civil Code of the Republic of Moldova no. 1107-XV of 06.06.2002 [5], with 
subsequent amendments and completions, the service agreement provides that one party (provider) 
is obliged to perform in favor of the other party (the beneficiary) certain services also stipulating 
payment of agreed remuneration. To be noted that services contract regards services of any kind.  

We could mention the following moments that could be considered important: 

 service and work are not equivalent terms; 
 services provided and works performed may have tangible and intangible nature;  
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 services are provided and works are performed in favor of other legal persons and 
individuals as well as in favor of company’s internal subdivisions. 

Thus, services can be provided and work can be performed for other legal and individual persons 
and not to third persons. The official Romanian language explanatory dictionaries give the 
following definitions of a third person: 

- a person that does not appear directly as a party in documents, disputes or conventions or 
as a representative in any legal acts [6]; 

- a person that does not appear as a party in contractual relationships or commitments 
between two parties but may have some rights and obligations in terms of such 
documents/acts [7]. 

However, far more important is the matter of equality between the service and work. Not every 
service is work and not every work is service. According to the same dictionary, service is 
considered the action of serving or certain rendered service in the form of performed interest-based 
labor, and work represents the action of doing, physically or intellectually, particular topic study 
writing, writing, artistic or scientific work, operation or set of operations performed by machines, 
equipment etc., as well as the materials and workmanship for performing the reparation and 
transformation. Thus, the general opinion is that services sector has two components: services and 
works. Work involves performing certain intellectual actions higher than services and the product 
of works or works are unique objects of intellectual creativity. Several examples can be presented 
here, namely the architects’ work, designers’ work, construction, education, etc., excluding 
automaticity in performing the work. Moreover, rendered services can have a tangible and 
intangible nature. 

In conclusion, we can consider that in accounting terms services should be defined as a summary 
of all rendered services, performed works of tangible and intangible nature to other individual 
persons or companies based on agreements or to own subdivisions, changing their value, 
respectively. 

 
 
3. Accounting of rendered services and performed works 
 

The accounting of rendered services and performed works is organized according to the provisions 
of the normative acts since the 1997-1999 period: SNC 3 “The structure of costs and expenses of a 
company”, SNC 11 “Construction contracts”, SNC 18 “Revenues”, CNS 2 “Inventories of goods 
and materials”, etc. Of course, the regulatory aspect regarding services activity in these acts was 
and still remains low. 

The new accounting standards did not cover the gaps inherited from the substituted acts.   

Methodological guidelines regarding the accounting of production costs and the calculation of cost 
of services and works [11] represent a very important document for accountants. Before the  
elaboration of these guidelines, costs accounting was performed according to the Soviet tradition, 
therefore, the mentioned guidelines establish a complex accounting methodology for calculating 
and accounting production costs.   
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3.1. General information regarding the calculation of costs for services and works 

The costs of services represent the expressed value of certain resources consumed for services 
provision. 

These costs are identified using the accounting accrual principle in the period when they were 
effectively incurred. These costs are evaluated based on the accounting value of the consumed 
stocks, the amount of calculated salaries for employees involved directly in the process of 
providing the services, the amount of social contributions and health insurance contributions 
related to calculated salaries, the level of depreciation of fixed assets for production purposes, the 
value of the services purchased from other companies, etc. 

The accurate and timely information regarding services costs represents a specific work done by 
the accounting department by means of calculations. The cost calculation itself is performed based 
on cost items covered by methodical guidelines regarding production costs accounting and 
calculation of works and services [11] (Figures 1, 2 a, 2 b). 

 
Figure 1: Cost structure of provided services  

 
Figure 2a: Structure of costs in services department – Direct costs 

The cost of provided services, 
rendered works:

•Direct material and allocated costs;
•Direct and allocated employees
costs;
•Indirect production costs.

Direct material and allocated costs

• the materials that represents an indisoensable part of providing the services.
• replacement parts consumed for technological process;
• the services with the production nature provided by other companies (for 

example, the execution of distinct operation for providing the services);
• all fuel types and lubricants consumed for technological purposes;
• the energy of all types (eg, electricity, heating, compressed air, cold water) 

consumed for technological purposes;
• other direct material costs and allocated regarding the provided services.

Direct and allocated employees costs

• the salaries for the done work, the worked time, calculated retribuţiile pentru munca 
prestată, timpul efectiv lucrat, calculated according to the forms and systems of 
remuneration applied by the entity;

• bonuses and salary increases, calculated to employees;
• calculated awards for the obtained results;
• the paid annaul leave and addition payments for the employees related with the 

provided services or the provisions created for these purposes, with facilities for 
teenagers. paid overtime, payment for the state performance and other mandatory 
payments in accordance with the law;

• othe payments to the employees related with the provided services;
• the social insurance contribution and medical contribution related with calculated 

salaries for employees rendering the services.
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Figure 2b: Structure of costs in services department – Indirect costs 

 
The nomenclature of costs can be changed depending on particular organizational, technological, 
informational needs as well as on significance of certain types of costs. According to company's 
accounting policies the inventories consumed to provide services can be recorded as separate 
operations out of stock. In this case the value of consumed inventories will not be included in the 
cost of services. 
 
3.2. Accounting of costs for provided services and executed works  

In terms of new accounting regulations [11], accounting of the costs of services can be performed 
in accordance with the accounting policies of the company using two methods:  

1) Applying management accounts; 
2) Without applying management accounts. 

The accounting method regarding costs of services activity is chosen by each company 
independently taking into consideration its size, organizational and technological peculiarities as 
well as its needs of information required for decision-making. 

Accounting of costs for services activity applying management accounts is recommended to 
companies that provide different types of services or perform different types of works. 

Applying the second method of accounting services costs without applying management accounts 
is recommended to companies that provide only one type of service (homogeneous group 
services). In this case production costs are directly recorded in the accounts of financial accounting 
and are accounted for as inventories increase (production in progress) and increase of current 
liabilities, depreciation of fixed assets, inventory reduction, etc. The authors consider that in the 
case when the moment of provided services or rendered works coincides with the period of 
reporting, the accounts could use the method of recording the cost directly to current expenditure 
account 711 “Cost of sales”. 

Given the accounting policy of the company, consumed inventories for rendered services can be 
recorded as separate operations of stock outputs in terms of SNC “Inventories” provisions. 

Indirect production costs
• the amortization of intangible and fixed assets with production destination;
• maintenance and repair costs for the fixed assets with production destination;
• the calculated salaries and social and medical insurance taxes for administrativ 

employees of production subdivisions of the company;
• the costs of thechology improving, organization of production, improve quality of 

services;
• cost (depreciation) of small value and short term assets used in subdivisions to provide 

services;
• insurance costs for health and safety procedures and normal working conditions of its 

production subdivisions;
• security costs for subdivisions of the company related with provided services;
• delegation costs for production purposes of  employed workers for rendering the 

services;
• the cost of the complementary services;
• other indirect costs related with the management of the subdivisions.
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Accordingly, the value of consumed materials is not included in the cost of services. If the share of 
direct and allocated material costs used for providing services and works is essential, they are 
recorded separately for each object of recording and costing. These costs are recognized in the 
period of actual use of inventories or other material in the services, performing work and are 
recorded as basic activity cost increase and inventory reduction or current liabilities increase. The 
consumed inventories are assessed in accordance with SNC “Inventories”. Distributable material 
costs appear at the processing stage of the materials, in case when one type of material is 
consumed at the same time for different type of services and works. 

Employee’s costs, direct and distributable, represent salaries, contributions and other payments 
related to employed staff directly involved in the provision of services and execution of works. 
Direct employee costs (e.g. wages of basic workers calculated according to the contract) are 
included in the cost of services and performed works. Other relevant costs are included in the cost 
of services and work proportionately with the (normative) wage rates or with other remuneration 
calculated in accordance with established basic values in terms of company’s accounting policies.  

Indirect production costs are recorded separately from the main and ancillary activities and shall 
be allocated according to the provisions of SNC “Inventories”. 

The following example presents a complex methodology for the distribution of indirect production 
costs regarding services activity. 

Example: During December 201X a company provided two types of services: X and Y. Indirect 
production costs were recorded as a total amount of 124000 MDL and variable costs - 72000 
MDL. 

Table 1: Information on company's ability to render services 
 

Type of services Normal production 
capacity, services 

Volume of provided 
services  

X  120  130  
Y  200  180  

 
 

Table 2: Distribution of indirect production costs 
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1 2 3 4[(3 : ∑3)x ∑4] 5 [(3 : 2) x 4] 6(4-5) 7[(3:∑3)x∑7] 8(5+7) 
X  120 130 52000 52000 0 30193,55 82193,55 
Y  200 180 72000 64800 7200 41806,45 106606,45 

Total 320 310 124000 116800 7200 72000 188800 

 
The importance of normative regulation on this cost allocation methodology is indisputable. 
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4. Formation of price on the provided services and performed works  

 
Services and works price formation represents a complex process structured according to the 
following stages:  

 Identification of purpose for services and works’ price formation; 
 Determination of demand for services and works; 
 Assessment of costs of the company providing services and works; 
 Analysis of prices for services and works of the competing companies; 
 Selection of services and works’ price formation method; 
 Calculation of basic price (value, cost); 
 Evaluation of additional factors; 
 Approval of the final price, etc.  

Business experience of companies rendering works and providing services shows that there are 
different methods of price formation for services and works. The basic methods are:  

 Cost method (costs plus profit (benefit)); 
 Market method (average market prices for the same services);  
 Parametric method (evaluation by an expert of the cost of services using basic values, 

service parameters values). 

Another services sector element, public catering, presents differences regarding the pricing 
methodology. The methods employed are: 
 Traditional method – calculation is performed for a number of portions (10.20.50.100) 

based on calculation sheets developed using the following methods:  
- Products consumed according to receipts are reflected for each position by the 

procurement price (cost of entry) and then the total commercial margin of catering 
is added; 

- Products consumed according to receipts are reflected for each position by the 
selling price (the procurement price adding the commercial margin); 

 Market method – the selling price is not established through a calculation method but is 
based on the actual demand, competition, customer payment capability etc.; 

 Combined method – combines the traditional and market methods.  

The cost method is the most difficult method of pricing for services provided and work performed; 
however, it is the most accurate.  
 
 

5. Conclusions 
 

Finally, we can conclude that services sector is variable and not definitively established both 
conceptually and legally, thus causing problems for identification of different problems. New 
accounting rules related to services operation and execution of more complex works, being 
complete and clear will allow accountants to apply more advanced accounting methods to provide 
users with more qualitative information for effective decision-making.  The new accounting rules 
regarding services contain certain gaps in terms of general interpretations and special treatment of 
services sector. Accountants can solve the problems not covered in accounting rules regarding 
services and works through analysis and modification of company’s accounting policies.  
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1. Did Bologna process start only on the basis of educational motives? 
 
The core and supreme purpose of Bologna process is formation of the European higher education 
area which necessity was observed two decades ago. Now it has become urgent. However, 
Bologna process started not only on the basis of educational motives. These reasons were more 
profound and troubling for Europe1. 

First, common European labor market is rapidly developing. Higher education specialists freely 
moving within the territory of European Union are given various evaluations by employers from 
various countries. Therefore, actual mutual recognition of diplomas awarded to graduates of 
European Universities and formation of mutual trust towards the quality of education are 
considered to be very important and possible through the development of a single educational area.  

Within the territory of European Union not only higher education graduates but also students and 
university staff have started to participate in mobility programs. Therefore, education of the same 
specialists in Universities from different countries according to unified educational standards has 
become a necessity and the establishment of the European higher education area can significantly 
contribute to it.  

And finally, Europe's attractiveness and competitiveness in the field of educational services has 
also become a question on of agenda. Currently, educational services are not only a major factor in 
                                                             
1 Yeritsyan S., Tshuguryan A ., 100 questions and answers about Bologna process, Yerevan, “Edit print”, 2007, p. 6 
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the formation of human capital but also a business. Thus, based on data regarding international 
students USA is considered to be the leading country in this area also ensuring large inflows of 
educational fees from Europe. Therefore, in terms of competitiveness, European higher education 
should be able to adequately respond to global challenges.  

 
Figure 1: Bologna process main reasons2 

 
Thus, the main reason of the Bologna Process was not only the establishment of unified European 
educational area, it also suggested political and economic benefits (see Figure 1). 

 
 
2. What was the impact of Bologna process on EHEA University environment?   

 
In 2010, the European University Association published the report “Trends VI” dedicated to 
higher education changes occurred during the last decade. The report consisted of 4 parts, the first 
one introducing the impact of Bologna process on European university environment during the last 
decade. Particularly, regarding the question what changes have occurred in quality assurance 
process during the last decade, 60% of European universities stated that changes are obvious. 53% 
of the universities also noted that due to Bologna process co-operation with other universities has 
become more active and 45% agreed that during that time University autonomy has been expanded 
(see Figure 2). At the same time it was noted that due to Bologna process only 28% of European 
universities have changed their academic policy, and 20% - their educational fees. 
 

 
Figure 2: Bologna process impact on European University environment3 

 
The report does not include separate analysis per countries, but European Higher Education Area 

                                                             
2 Drawn by authors 
3 Official website of European University Association  http://www.eua.be/eua-work-and-policy-area  
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(EHEA) maps (see Figure 3) submitted with the report give an opportunity to determine Armenia's 
position in the torrent of Bologna process. Thus, 54% of the Universities believe that European 
higher education formation process have had only positive impact on provision of educational 
services, 3% consider that it have not had any impact and 38% consider that it have had both 
positive and negative influence. Our Republic was included in the report “Trends VI” within 54% 
positive impact evaluation range and was placed in a group of 6 countries (Norway, Estonia, 
Ireland, Finland, Lithuania, Armenia) most positively responding to Bologna process4.  
 

 
Figure 3: Degree of impact of Bologna process on EHEA countries5 

 
According to the report “Trends VI”, in 2010, 95% of European countries have already introduced 
the 3 degree system and in terms of system’s introduction stage the distribution of 40 studied 
countries was represented as follows: 37 countries - 85-100%, 3 countries - 70-85%:  According to 
European observers Armenia is among those 37 countries. Moreover, our republic belongs to the 
group of 38 countries applying European Credit Transfer System (ECTS). England is the only 
country which applies academic credits not on ECTS base. 
 
 
3. Which are the economic reasons of Bologna process?  
 
Higher educational services have a tendency to grow in price and it is conditioned not only by 
high inflation rates registered in the global economy. Nowadays, labor market requirements 
toward specialists are rapidly changing and becoming more high quality demanding. As a result, 
skills and competencies of university graduates acquired during education may ''get old'' from the 
very start of their work.  

Naturally, professional educational services should resist competitive challenges of the labor 
market and spend more resources for the purpose of ensuring necessary education quality. It is not 
accidental that during the last decade the price of higher professional education within European 
higher education area has increased by 16%. Moreover, education and science expenditure share 
within European countries GDP’s passed the 5% threshold. It is natural that in this situation 

                                                             
4 Assessment scale for positive changes caused by Bologna process influence: 6 countries -  85-100%, 7 countries - 70-85 %, 18 countries - 50-70%, 

9 countries - 0-50 % 
5 Official website of European Universities Association   http://www.eua.be/eua-work-and-policy-area/building-the-european-higher-education-

area/trends-in-european-higher-education/trends-vi.aspx 
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European countries should take measures to increase the effectiveness of educational expenses 
and Bologna process tools bring significant contribution to this issue.  

Thus, the transfer of academic credits implies not only academic freedom; it has also an economic 
context. In case of mutual recognition and acceptance of credits from other educational 
institutions the University does not spend any more resources on teaching a similar module and in 
such a way makes savings of educational costs. Granting joint diplomas by different universities 
pursues the same goal, as the costs of educational services provided to graduates are effectively 
distributed between universities thereby reducing the price of education. Large-scale application 
of ongoing education systems also contributes to price reduction of educational services 
especially in cases when Universities accept academic credits from non-university entities thereby 
“liberating” themselves from teaching certain modules.  

However, in terms of forming economic results Bologna process application tools are more 
strongly perceived not from the perspective of increased efficiency of educational services price 
but from that of labor market regulation and unemployment reduction in Europe. Each corner of 
the common economic area within the framework of European Union should be available for free 
movement of the workforce. Therefore, universities will strive to educate specialists able to find 
job and demanded by the employers of different countries. 

 
Table 1: Share of unemployed people per groups with different levels of education, 2011(%)6 

 
Academic degree EU Italy France Czech Republic Poland 
Secondary 14.4 11.9 12.3 15.5 41.7 
Vocational 9.5 8.8 15 6.6 25.4 
Higher 10.2 12.3 9.8 5.3 16.1 

 
 
According to statistics, the share of unemployment in groups with higher education was at a lower 
level since there is a greater demand for them within the labor market (see Table 1). So, the main 
task of the University is to educate specialists complying with the requirements of globalizing 
economy.   

 
 
4. By what political reasons is Bologna process guided?  

 
Bologna process is not limited by the educational framework only, it was introduced as an 
alternative version of currently operating globalization actions. Bologna process is part of the 
general scenario according to which people, concepts, information and quality workforce should 
freely pass state borders. And professional higher education consists of the above-mentioned 
components.  

Studying basic documents regarding the Bologna process it becomes obvious from the first glance 
that the task is directed not only to internationalization of educational services but also to 
occupation of competitive positions in the global educational market. Of course, it is not explicitly 

                                                             
6 Key Data on Education in Europe, Eurostat 2012,  p.186 
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mentioned in official documents but Europe strives to respond to the challenges of overwhelming 
advantages of USA educational system, a system which has been a world leader in the field of 
attracting international students and exporting educational services. In this regard, even Salamanca 
convention, adopted in 2001, explicitly mentioned that “European higher education institutions 
strive to become centers immersing talents from the world”.  

However, the framework of Bologna process political reasons is not limited only to consolidation 
of European higher educational services potential and provision of competitive positions towards 
Transcaucasia. There is also another task: to strengthen Western European values and expand 
democracy.  

Europe established the idea according to which the university is a guarantor of traditions and 
through the elimination of political and geographical boundaries during its operation it takes a 
mission to apply these traditions and interact with different cultures. Based on this the Charter of 
university freedoms was adopted on September 18, 1988, having the following fundamental 
principles:  

1. The University is a geographically established institution having historical heritage, where 
research and education implemented to satisfy the needs of society must be independent of 
political and economic power.  

2. Research activities and education should be unified and meet the changing requirements of 
the society. 

3. Research and education freedom is the fundamental principle of university life. Rejecting 
intolerance and accepting dialogue style the University is an ideal place for professors to 
develop research activities and to transfer knowledge as well as for students having desire to 
gain that knowledge.  

4. For significant knowledge development there is a particular need for university information 
exchange as well as for implementation of joint programs aiming the progress of education.  

 
 
5. What does the trajectory of Bologna process social dimension look like? 

  
If during the first years preceding the launch of Bologna process, the basic components of its tools 
have been created (quality assurance, academic credits accumulation and transfer, mutual 
recognition, education) leaving the analysis of social consequences of this process on the 
background, then during London Communique a serious statement was made to promote all levels 
of higher education in the direction of social justice towards entering, studying and graduating 
students. It became clear that Bologna process could not run effectively or it could even fail if it 
would not have been based on social justice. For this purpose it was intended to take additional 
measures to organise students' education irrespective of their social and economic status, revealing 
flexible educational paths and providing educational services on an equal basis.   

In addition to all this, Bologna process social dimension was clearly underlined during the Leuven 
conference. It was decided that students should reflect the diversity of population of Europe 
aiming at achieving equal rights for quality education. It includes improvement of educational 
atmosphere, elimination of all obstacles and establishment of relevant economic conditions so that 
students can be provided educational services for all levels.  
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It was also mentioned that each participating country should set measurable targets for overall 
involvement in educational programs and improvement of various groups’ participation indexes at 
all levels and should also develop standards and mechanisms for their periodic review.  

In addition, it was also suggested to increase the Universities’ responsibility for ensuring their 
graduates’ social perspectives (employment, career opportunities). 

Studies show that in EHEA countries the distribution of migrant and non-migrant students is not 
equal. In general, in all countries availability of higher education to migrants is significantly low. 
If in Netherlands, Czech Republic, Finland the ratio of migrant and non-migrant students is 
somehow equal, in Italy, Estonia there is a triple split emerging between them. Such distribution 
does not indicate the social balance of students' admission to EHEA Universities (see Figure 4): 

 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 

Figure 4: Distribution of migrant and non-migrant students at universities in EHEA countries (%)7 

 
 

Furthermore, applicants’ admission to Universities in several EHEA countries is conditioned by 
availability of higher education by their parents. The degree of connectivity between parents’ 
qualification and the number of applicants is especially high in Slovakia, Romania and Bulgaria, 
where parents’ psychological and economic support is great8.  

Naturally, economic and psychological influence conditioned by parents' educational qualification 
hinders the provision of Bologna process in terms of social equality and this is clearly seen in the 
Republic of Armenia. Currently, in our universities the number of regional applicants is gradually 
decreasing because of their domestic socioeconomic situation.  

 

 

 

 
                                                             
7 Eurostat & Eurostudent 2009, p. 98 
8 Eurostat, LFS ad-hoc module 2009 
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Figure 5: The ratio of Bachelor students paying for education in 2010/2011 academic year (%)9 
 

 
Paid education is an obstacle for Bologna process social equability. Studies show that in EHEA 
countries there are different solutions for this issue. So, if in Scandinavian countries Bachelor's 
studies are free of charge, in France, also a developed country, the majority of Bachelor students 
follow studies within a payment-based system (see Figure 5). 

 
Table 2: Dynamics of payment-based and state-funded education within Bachelor's educational 

system in Armenian state universities10 
 

Systems 2010/2011 2011/2012 2012/2013 
State-funded 23% 26% 21% 
Payment-based system 78% 74% 79% 
 100% 100% 100% 

 
 
For comparison it should be mentioned that in the Republic of Armenia all educational programs 
for Bachelor's studies are payment-based and state-funded system range from 32% to 35% (see 
Table 2). Particularly, applicants coming from the regions cannot afford themselves to follow 
studies within payment-based systems, thus higher education in our Republic is gradually 
becoming “elite''-type undermining the grounds of Bologna process social dimension.  

 
 

6. What does Bologna process trajectory look like according to the held summits?  
 

Bologna process motives are regularly reviewed based not only on geopolitical developments but 
also on structural peculiarities of a unified educational environment. So, the implementation 
framework of this process does not remain unchanged and is being constantly reviewed during 
summits held in regional countries, and this trajectory is shown in Figure 6.    

 

                                                             
9 The European Higher Education Area in 2012: Bologna Process Implementation Report, page 95  http://eacea.ec.europa.eu/education/eurydice  
10 www.armstat.am 
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Figure 6: Bologna process trajectory according to the held summits11 

At the launch of Bologna process the complexities, whose reduction would require a long time, 
had not been revealed yet. Therefore, even initially it was scheduled to complete the process in a 
decade.  However, at present the “romance” of Bologna process is not clearly felt and countries of 
the region still have a long way to go in this area.   

Thus, if at the beginning of the process the main task was the introduction of a two-degree system 
in EHEA countries in a short period of time, then few years later it became clear that introduction 
of a three-degree system, including doctoral studies, was necessary. Even after passing this stage it 
was not possible to generalize the professional education degree system, as some problems 
connected with the framework of education qualification degrees appeared and have not been 
solved yet.  

Quality assurance is also a key topic of discussion at Bologna process summits. Its incomplete 
implementation is a serious obstacle for transfer of credits and student mobility.  

 
 

7. Conclusions 
 

Implementation of global competitive tendencies of Bologna process policy did not make us wait 
long. Some regions of Transcaucasia peculiarly responded to this process. However, the 
experience showed that in general Bologna process enforcement tools were considered acceptable 
outside the European higher education area12.  

Asian region: 

Australia came up as an initiator establishing Asian-Pacific unified educational area, a regional 
zone which has the same functions as EHEA. According to the Communiqué adopted on April 4th, 

                                                             
11 Compiled by the authors 
12 Daviy Crosier, Teodora ParvevaThe Bologna Process: Its Impact in Eourope and Beyon, //UNESCO, International Institute of Educational 
Planing,  Paris, 2013, www.iiep.unesco.org 
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2006 in Brisbane, 27 regional countries announced the creation of unified educational area, where 
student and staff mobility, credit exchange and, therefore, introduction of unified quality system 
are highly encouraged. A regional center for higher education and development (RIHED) was 
established in Thailand, introducing tools complying with Bologna process in countries joining 
Brisbane Communiqué within Pacific and Asian regions13. 

Latin America and Caribbean basin 

Inter-American Organization for Higher Education (IOHE) includes over 300 Universities from 26 
countries of Latin America aiming at harmonizing higher education approaches in that region. 
IOHE organization develops common regional principles for mutual recognition of academic 
credits, quality assurance, acceptance of diploma’s unified supplement14. 

Africa 

African continent is also interested in the creation of higher professional educational area.15 
During the joint meeting of higher education ministers of 18 countries of the region, the African 
Higher Education Harmonization Union was formed mostly emphasizing mutual recognition 
process and quality assurance. Currently, the Union has also set a task to strengthen public 
responsibility on the availability of higher educational services, which is very important for 
developing African countries. Moreover, the Union has several ways to integrate the Bologna 
process (EUA, 2010). 

Northern America 

The origin and enforcement of the idea of academic mobility and credit system initially started in 
the United States, which has been a world leader at attracting international students until now. 
Therefore, in this region a serious attitude towards Bologna process should be shown in terms of 
maintaining competitive positions in global educational market. At present the Pan-Canadian 
professional academic degree awarding system is being developed. In the USA the “Tuning” pilot 
program operates which is aimed at making some academic programs and qualification degrees in 
concord with European ones, thus making North-American region attractive for European 
students16.   

Northern Africa and Middle East 

Although the countries of this region are not official members of Bologna agreement they are 
closely related to this process and perform active collaboration directed to EHEA integration. 
Particular target areas regard the harmonization of Bachelor’s and Master’s qualification degrees, 
quality assurance, student mobility, on which the European TEMPUS program is focused17.  

Thus, Bologna process makes its way into overseas educational areas in two aspects. On the one 
hand, developing countries strive to employ the tools of this process and are in search of ways to 
integrate into EHEA. On the other hand, countries with developed educational systems and being 
education services leaders with rich traditions, not only do not reject Bologna principles, 

                                                             
13 Brisbane communiqué  Issued at the Asia- Pacific education ministers’ meeting, Brisbane, Australia, 4 April2006 
14 The Bologna Process for U.S. eyes: Re-learning higher education in the age of convergence’, // Washington, DC: Institute for Higher Education 
Policy. 2012, // www.ihep.org/assets/ 
15 Bayemi, G. Dao Sow, A. 2006. ‘Support for higher education 
in WAEMU countries’.Appraisal report for the African Development Fund. 
16 Tuning Educational Structures USA, // www.tuningusa.org. 
17 Countries in the Southern Mediterranean (2009–2010). A Tempus Study, No. 03. Brussels: EACEA. Retrieved from: 
http://eacea.ec.europa.eu/tempus/tools/documents/bologna_implementation_meda_countries_1005.pdf 
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moreover, somehow applying them, they strive not to lose their competitive positions in a 
globalizing educational market.   
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Abstract 
Research of the morphological composition of Musc duck carcass has been done. The cutting scheme for a 

whole Musk duck has been presented. Quality indicators of natural semis in chemical, amino acid, fatty acid, vitamin 
and mineral composition have been studied. The results indicate a high nutritional and biological value of natural 
semis from Musk duck meat. Therefore, it can be recommended for diet purposes. 
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1. Introduction 
 

Proper and adequate nutrition is one of the most important factors in determining the health of the 
population. The main objective of government policy in the field of healthy nutrition is 
development of high-quality and safe foods. Food products supply the necessary nutrients needed 
by the human body performing not only a life-saving function but also providing good health.  

It is very important for today’s consumer to know that in addition to taste qualities products 
contain some useful food components. Consequently, it is necessary to consider their usefulness in 
detail given the comprehensive analysis of their composition. 

In recent years a certain interest has been noticed with regard to industrial production of duck meat 
[1]. Duck meat stands among the most valuable protein products having high nutritional value and 
ensuring human body's supply with protein, lipids, minerals, vitamins. Musk ducks posses many 
consumer useful biological features, their main advantage being an excellent meat quality.  

Earlier, in a homestead farm in the town of Buinsk, the Republic of Tatarstan, experiments were 
conducted on growing and slaughtering musk ducks. Studies on consumer properties of musk duck 
meat were done as well [2, 3, 4].  

Studies of musk ducks meat productivity noted that the timing of growing ducklings for meat is 
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connected to the biological features of ducks. Optimal feeding period of Musk ducks related to 
high intensity weight gain is 70 days. By this age, the mass fraction of the protein and lipids in the 
meat increases and moisture content reduces. Musk duck carcass contains a large amount of 
eatable pulpy tissue and the mass fraction of breast (32.14%) is greater than the mass fraction of 
legs (20.73%). Yield of comestible parts is 64% [2].  

Nutritional value of poultry meat is determined by its chemical composition and the value of its 
individual components for human nutrition. At the same time, greater importance is given to the 
presence of such important meat components as water, proteins, fats, macro- and microelements, 
vitamins, influencing the building of consumer properties of finished meat products. A 
comparative analysis of the chemical composition of average sample of Peking duck meat 
(according to the literature) and of average sample of Musk duck meat at 70 days of age showed 
that Musk duck meat had higher water content (64.2%) and relatively low fat content (17.2%). 
Peking duck meat has a higher caloric value due to its higher fat content (24.9%) [3, 4].  

It was also found out that Musk duck meat has higher protein value. 100 gr of Musk duck meat 
satisfies the average daily human requirement of animal protein by 36% and meets the needs of the 
human body in essential amino acids from 12 to 24%. According to the amount of essential amino 
acids and proteins Musk duck meat exceeds the standard value by 12.84%. The same scoring 
regarding scarce amino acids such as lysine, tryptophan, and methionine + cystine was 126.2%, 
122.0%, 94.2%, respectively [3, 4].  

It is known that one of the most significant indicators of meat nutritional value is fatty acid 
composition of the lipids. Unsaturated fatty acids (68.91%) have the largest share in the total lipid 
content of Musk duck meat. Oleic acid (37.1%) accounts for the main share in monounsaturated 
fatty acids. Musk duck fat is rich in unsaturated linoleic, linolenic and arachidonic acids, which are 
contained in cell membranes and in other structural components of the tissue and perform a 
number of important functions including assurance of normal growth, metabolism and vascular 
elasticity. Linoleic acid (18.10%) prevails among the poly-unsaturated fatty acids. Saturated fatty 
acids make 30.6% and palmitic acid (20.80%) having the greatest share among them [3, 4]. 

Previous studies [2, 3, 4] allow us to conclude that Musk ducks are valuable raw material for the 
production of meat food products. Data regarding the chemical composition content of essential 
amino acids as well as biologically valuable unsaturated fatty acids prove it.  
 
 
2. Objective and carrying out the tests  

 
This paper aims to study the quality of natural semis made of Musk duck meat.  

Morphological composition of Musk ducks carcasses was studied. The cutting scheme of a whole 
Musk duck was presented. Quality indicators of natural semis regarding chemical, amino acid, 
fatty acid, vitamin and mineral composition were investigated as well.  

In order to objectively evaluate the quality of Musk duck meat and taking into account deep 
processing of poultry meat, it is definitely important to assess the morphological composition of 
poultry carcasses. That’s why the morphological composition of Musk duck meat was studied 
first. 
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3. Results and their discussions 
 
Comparative data on the ratio of muscle tissue, skin and bones of Musk and Peking ducks 
(percentage in terms of given duck weight) are shown in Table 1. 
 

Table 1: Morphological composition of duck carcass, % 
 

Carcass  Muscle tissue  Skin  Bones  
Musk duck  
Breast  44,0 ± 0,8   21,3 ± 0,7   34,7 ± 0,7  
Leg 55,0 ± 0,9   21,8 ± 0,6   23,2 ± 0,7  
Scapular, spinal and lumbar-sacral parts with wings and neck skin   38,0 ± 0,5   19,5 ± 0,6   42,5 ± 0,9  
Peking duck  
Breast   32,4 ± 0,8   32,0 ± 0,7   35,6 ± 0,7  
Leg   43,7 ± 0,9   32,0 ± 0,6   24,3 ± 0,7  
Scapular, spinal and lumbar-sacral parts with wings and neck skin  26,4 ± 0,5   29,7 ± 0,6   43,9 ± 0,9  
 

According to these data it is clear that the bulk of muscle tissue of both Musk and Peking ducks is 
concentrated in the breast and legs of the carcass. A significantly smaller share of muscle tissue is 
located in the scapular and spinal lumbar-sacral parts of carcasses. Breast, scapular, spinal and 
lumbar-sacral parts of Musk ducks contain more muscle tissue and less skin than those of Peking 
ducks. Bones content in both Musk and Peking ducks carcasses is about the same.  

The key to most efficient use of raw materials in trade and poultry processing industry is 
employment of advanced poultry carcass cutting schemes. 

On the basis of qualitative assessment of individual parts of carcasses and taking into 
consideration their morphological composition, culinary purposes, gastronomic usage for public 
catering and particularly for fast-food restaurants, universal technological schemes for cutting 
birds carcasses, including ducks [5], as well as technologies to obtain joint meat were developed 
for retail trade.  

Of the many possible schemes of cutting poultry carcasses the anatomical one is the most 
appropriate. Birds’ parts are cut according to strictly controlled points and lines (Figure 1). 

 

 

 

 

 

 

 

 

 

 
 
 
1 - Breast 
2 - Shin  
3 - Thigh 
4 - Leg 
5 - Spinal joint 
6 - Lumbar sacral part 
7 - Wing (shoulder part) 
8 - Wing (ulna part) 
9 - Neck skin 
10 - Hindquarter 

Figure 1: Anatomical cutting of a whole Musk duck: 
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In accordance with GOST R 52313-2005 “Poultry industry. Foodstuffs. Terms and definitions” 
breast is part of the duck carcass consisting of breast  bone with adjacent pulpy tissue; shin is duck 
carcass part, consisting of the tibia with adjacent pulpy tissue; thigh is part of duck carcass, 
consisting of the femur with adjacent pulpy tissue; leg is a duck carcass part, consisting of the 
femur and tibia with the adjacent pulpy tissue; spinal joint is part of duck carcass, consisting of the 
spinal column with the adjacent bone; lumbar sacral part is a part of duck carcass consisting of 
lumbar and sacral vertebrae with adjacent pulpy tissue; wing is part of duck carcass wing, 
consisting of humeral and ulna parts of the wing; wing is part of duck carcass wing, consisting of 
ulna and radius bones with adjacent pulpy tissue separated in place of their connection with 
humeral and ulna parts of the wing; neck skin is a food product obtained after cutting skin from 
bird's neck; hindquarter is part of duck carcass obtained after cutting the spinal part of duck 
carcass along the spinal column and transverse cutting of half of the carcass into two parts, it 
includes legs with a part of the back and half of the rump. 

Figure 2 shows the scheme of a complex cutting of a whole Musk duck carcass.  

Study results show that a large proportion of the mass of Musk duck carcasses are breasts (38.1%) 
and legs (19.5%), the proportion of spinal blade and lumbar sacral parts being 36.6%. Muscle 
tissue of Musk ducks carcasses is concentrated in the breast and legs quarters (44.0% and 55.0%, 
respectively) and a significantly smaller proportion of it is located in the spinal joint and the 
lumbar sacral parts of the carcass (38.0%).  

Due to different eating habits and demands of consumers duck meat should be sold in separate 
parts in accordance with gastronomic usage and ecological requirements. Schemes regarding deep 
processing of duck meat give an idea of the variety of trends in the processing of this raw material.  

One of the trends regarding deep processing of duck meat is the production of natural semis and of 
joint boneless poultry products. Natural semis due to their nutritional value and taste qualities are 
suitable for the preparation of main dishes. They are not subject to any mechanical stress and are 
natural meat products. The advantage of natural semis is that they liberate housekeepers from labor 
consuming primary processing of raw foods. 

 
 
 
 
 
 
 
 

 
 
 
 
 
 

Figure 2: Cutting scheme of a whole Musk duck: 
1- Breast, 2 - Wing (shoulder part), 3 - Wing (ulna part), 4 - Thigh, 5 - Shin, 6 - Leg 

 
Natural semis produced from Musk duck carcasses are characterized by high-level protein content. 
Table 2 shows chemical composition and energy value of natural semis made of Musk duck meat. 
These are most popular among buyers. 



59 
 

 Table 2: Chemical composition and energy value of natural semis from Musk duck meat 
 

Data Semis made of Musk duck meat 
Breast Leg 

Moisture content, %   65,4 ± 0,2   67,4 ± 0,1  
Mass fraction of protein, %   18,9 ± 0,2   17,1 ± 0,3  
Mass fraction of fat, %   14,8 ± 0,3   14,9 ± 0,4  
Mass fraction of ash, %  0,9 ± 0,1   0,6 ± 0,2  
Energy value, kcal / 100g   208,8   202,5  

 

Ratio of protein: fat in the semis was: in breast - 1: 0.78, in legs - 1:0.87, i.e. semis are sources of 
protein and fully comply with human physiological requirements and have good assimilability.  

Data on amino acid composition of semis is presented in Table 3.  

Presented data suggest that significant differences in amino acid composition of breast and legs of 
Musk ducks were not observed. The amino acid structure comprises 19 amino acids.  

The largest shares have the essential amino acids among which glutamic, aspartic acid and glycine 
prevail. The total content of essential amino acids in breasts and legs quarters is higher than in a 
perfect protein. Essential amino acids are mainly presented by leucine, phenylalanine + tyrosine 
and lysine. 

 
Table 3: Amino acid composition of Musk duck meat semis, grammes per 100 grammes of protein 

 
Data Semis 

Breast  Leg  
Essential amino acids, including  45,75   47,71  
 valine   4,95 ± 0,13   5,91 ± 0,14  
isoleucine   5,2 ± 0,18   5,3 ± 0,16  
leucine   9,53 ± 0,11   9,48 ± 0,11  
lysine   8,01 ± 0,16   8,1 ± 0,18  
methionine + cystine   4,12 ± 0,10   4,23 ± 0,09  
threonine   4,55 ± 0,13   4,62 ± 0,07  
tryptophan   1,22 ± 0,04   1,34 ± 0,02  
phenyl alanine + tyrosine   8,17 ± 0,27   8,73 ± 0,19  
Nonessential amino acids, including  54,25   52,29  
alanine   5,81 ± 0,31   5,32 ± 0,19  
arginine   7,4 ± 0,48   7,53 ± 0,38  
aspartic acid   8,42 ± 0,18   8,24 ± 0,25  
histidine   3,5 ± 0,21   3,72 ± 0,11  
glycine   6,32 ± 0,20   7,19 ± 0,34  
glutamic acid   13,6 ± 0,35   10,27 ± 0,41  
hydroxyproline   1,01 ± 0,04   1,23 ± 0,03  
proline   4,58 ± 0,23   5,41 ± 0,18  
Series   3,61 ± 0,14   3,38 ± 0,19  

 
 
Table 4 shows fatty acid composition of lipids in Musk duck meat natural semis. 
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Table 4: Fatty acid composition of lipids in Musk duck meat natural semis, % of the total 
composition 

 
ndices Semis 

Breast  Leg  
Saturated   33,10  30,16  
Including:  
С12 : 0 (lauric)  

  
0,74  

  
0,11  

С14 : 0 (myristic)   1,50   1,10  
С15 : 0 (pentadecanoic)   0,72   0,20  
С16 : 0 (palmitic)   20,40   21,00  
С17 : 0 (margarine)   1,00   0,48  
С18 : 0 (stearic)   7,93   7,01  
С20 : 0 arachidic)   0,81   0,26  
Monounsaturated   42,38   46,58  

Including:  
С16 : 1 (palmitoleic)  

  
7,32  

  
6,60  

С17 : (geptadetsenovaya)   0,85   0,37  
С18 : 1 (oleic)   32,10   38,10  
С20 : (gadoleic)   2,11   1,51  
Polyunsaturated   24,12   22,96  

Including: 
С18 : 2 (linoleic) ω6 

 
 19,00  

  
19,02  

С18 : (a-linolenic) ω3  3,80   2,70  
С20 : (arachidonic) ω6  0,40   0,34  
eykozadienovaya   0,30   0,20  
eicosatrienoic   0,20   0,30  
eicosapentaenoic   eaten.   eaten.  
docosapentaenoic С22: 5  0,42   0,40  
Others   0,40   0,30  

 
 
Unsaturated fatty acids in breast (66.5%) and legs quarters (69.54%) account for the largest share 
in the total content. Oleic acid in breast (32.1%) and in legs (38.1%) holds the main share of 
monounsaturated fatty acids. Lipids in Musk duck legs and breast meat contain about 19% linoleic 
acid and about 3% linolenic acid.  

Semis can be considered an important source of minerals, the composition of which is shown in 
Table 5.  
 

Table 5: Mineral composition of natural semis from Musk duck meat, 100 g 
 

Indices 
Semis 

Breast  Leg  
1 2 3 

Macroelements, mg  
Potassium   541,5 ± 0,8   542 ± 0,7  
Calcium   9,1 ± 0,13   8,61 ± 0,25  
Magnesium   26,9 ± 2,2   28,1 ± 1,3  
Sodium   79,3 ± 3,9   90,2 ± 5,4  
Phosphorus   259,1 ± 8,3   240,1 ± 5,7  
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1 2 3 
Micronutrients, mg  
Iron   1,4 ± 0,26   2,3 ± 0,56  
Manganese   0,08 ± 0,02   0,07 ± 0,02  
Copper   0,3 ± 0,01   0,3 ± 0,16  
Zinc   1,1 ± 0,8   1,6 ± 1,21  
Iodine, mcg   36,1 ± 2,1   38,1 ± 2,5  
 
 
Natural semis are rich in potassium, phosphorus, sodium and iodine, which are necessary for the 
human body. 

Vitamins in the semis of Musk duck meat are presented in small quantities and are shown in Table 
6. 

 
Table 6: Vitamins content in Musk duck meat natural semis, mg/100 g 

 
Indices Semis 

Breast  Leg  
Vitamin A   0,79   0,97  
В5 (nicotinic acid)   5,70  5,30 
В9 (folic acid), µg / 100 g  3,10  4,10  
Riboflavin   0,18   0,18  
Thiamin   0,36   0,40  

 
 

4. Conclusions 
 
The results received indicate a high nutritional and biological value of Musk duck meat natural 
semis, due to its optimal ratio of protein and fat, high content of essential amino acids and 
unsaturated fatty acids, minerals and B vitamins. Natural semis of Musk ducks meat can be 
recommended for diet purposes. 
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Abstract 
Initial training of accounting students in terms of skills development is an issue of higher education in the field 

of Economics actual when studying economic policy. The research methodology includes theoretical and experimental 
methods. The methodological approach toward the scientific content of a discipline in Economics, in this case 
accounting, demonstrates its effectiveness in practice and points out once again the teacher's role in ensuring optimal 
functionality of teaching-learning process.  
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1. Introduction 
 
Initial professional training of specialists in economics in terms of skills formation is a matter of 
economic higher education that refers to a broad scheme of modern policy in the framework of 
economic education.  

The purpose of research is to establish the methodology for building the initial professional 
competence of accounting students. 

The objectives of research are: literature review and analysis of educational and economic 
concepts regarding initial training, development of training methodology for initial professional 
competence formation of accounting students. 

 
 

2. Approaches to training professional skills of accounting students 
 

Professional accounting competencies are structured sets of knowledge, skills and attitudes 
acquired through learning and recorded to assess student’s performance level at graduation. They 
provide cognitive and axiological acquisitions that have the purpose to resolve real-world 
problems. 

Professional competence may be divided into two distinct stages: 

1. Achievement of professional competence. Professional competence is achieved primarily 
through high-level general studies followed by professional studies, training and testing 
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supported by appropriate professional disciplines as well, and obviously through work 
experience obtained in a certain period of time whether it's intended or not. 

2. Maintaining the professional competence requires a constant awareness of new 
developments in accounting, including standards and regulations of national and 
international accounting, auditing standards, legal requirements and regulations [6, p.22]. 

 
3. Metaknowledge - essential part of the content 
 
Knowledge covers a large part of the content of teaching and learning, hence sometimes the 
equality sign stands between knowledge and content of education. 

D. Sălăvăstru [9, p.187] describes two metacognitive components. Metacognitive knowledge 
includes knowledge about people, knowledge of the task and knowledge of strategies: 

- knowledge about people may be intra-individual (ideas, beliefs of an individual 
about himself), inter-individual (comparisons made between individuals) and 
universal (information about human thoughts in general); 

- knowledge of tasks refers to getting to know the objectives of tasks, their 
requirements, degree of difficulty as well as factors and conditions for tasks 
achievement; 

- knowledge of strategy relates to most effective ways for task accomplishment: 
its summarizing, restoring calculations, extracting essential ideas from text. 

All these types of metaknowledge are stored in the memory and are activated automatically or 
voluntarily, according to task requirements [9, p.187]. 

The second component of metacognition is represented by metacognitive skills. Flavell classified 
metacognitive skills into three categories: 

 anticipation operation: planning (previous planning of stages, certain strategy options 
according to the purpose) and anticipation of results; 
 evaluation-adjustment operations defined by monitoring: supervision of work in progress, 

time to achieve goal, identification and anticipation of possible errors; 
 operation of final evaluation of the obtained result reported to the purpose [4]. 

In order to better determine the importance of knowledge in the accounting training content as well 
as to understand the persistence of knowledge in the content of economic education structure it is 
necessary to reveal distinctive factors that define the current concept of knowledge. To point out 
the changes in the actual meaning of this concept the following explanations are given: 

- knowledge are not simple information, data, definitions, descriptions or statements, but are 
information systems organized and linked on the basis of rules or principles that transform them 
into means, into a conscious tool for learning a subject, field,  phenomenon, process;  

- knowledge of scientific concepts is not equivalent – being part of the educational content, 
knowledge is not produced by simple retrieval of scientific concepts, but through a process of 
development after which concepts are transformed into knowledge;  

- knowledge are not only products but also cognitive approaches: being a learning content 
knowledge does not appear in education just as finished products or as ready-made entities, but 
also as development processes and cognitive strategies as ways of knowing and action. They come 
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together as whole concepts for process concepts formation and knowledge with understanding 
mechanisms;  

- the change required in the concept of knowledge is the distinction between theory and 
practice, between mind and act, between “to know”, “to make” and “to apply”. If knowledge was 
traditionally understood as acquisition of theoretical information, specialty literature speaks more 
and more about knowledge understanding as a synthesis of theoretical and practical knowledge, as 
units between knowledge and action;  

- it should be noted that important distinction between scientific and economic knowledge 
results from objectives and content relationship. From this point of view, these explanations reveal 
an important idea: transition from scientific concepts to accounting knowledge supposes such 
selection activities as organization and restructuring that transform scientific content into teaching 
content. At this point, objectives are and must be the key factor [5, p.82].  

Therefore, transformation of scientific knowledge into accounting is essentially an action mediated 
by pedagogical objectives and as a result of this transformation we obtain structured knowledge 
reflecting their elements and relationships as well as pedagogical objectives on which they were 
built. That is why, structuring the content into categories and more generally, into taxonomies 
adjusted to psychological mechanisms of assimilation and basic skills to be developed by students, 
it is critical to ensure optimal relationship between content and objectives in accounting. 

The distinction between general and specific should not be considered as logical but as 
pedagogical one. From this perspective, knowledge is not only general knowledge having a broad 
coverage area; it becomes generative knowledge because it can support cognitive mechanisms of 
generation and derivation of new knowledge or the generalization of particular cases. The same, 
specific knowledge is not defined through its narrower area of coverage, but by its practical value, 
by its capacity to facilitate transition from general to particular, from abstract to concrete, from 
theoretical to practical [5, p.78]. 

General knowledge is that which transcends disciplinary fields, because it is fundamental and 
scientific trans-disciplinary.  

Specific knowledge is closely related to the content of a subject, to a particular field, it is strictly 
necessary to fulfill a specific task. At present, however, the specific level of knowledge is not only 
an important direct link to a particular field of knowledge, this level is manifested most strongly 
through linking knowledge with educational goals, objectives of teaching / learning disciplines and 
reflects a certain level skills. 

Among the current approaches regarding teaching/learning content the metacognition paradigm 
can be clearly seen as a higher level of cognitive learning that transcends the contents matter, 
viewed as a matter about something and as access to learning knowledge about knowledge. 
Similarly, typology of declarative knowledge, procedural and conditional concept of 
metaknowledge and metaknowing was formed up from cognitive approaches in accounting as 
well. 

Among pedagogical elements of metaknowledge Florin Frumos [5] states: 
 allow to focus on the role of consciousness and “management” of student's own thinking, 

on their own cognitive approaches; 
 if it is insisted on assessing and personal management, metaknowing ensures students’ 

individuality in their cognitive development in the process of teaching and learning; 
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 metaknowledge is integrated into cognitive development, it is a type of knowledge that is 
developed with experience; 

 metaknowledge involves built knowledge and strategies that can be taught and learned in 
the classroom; 

 since it involves evaluation and management of students’ thinking, metaknowledge 
combines knowledge with desire, cognitive factors with affective and motivating factors. 

Thus, in order to develop students' metacognitive processes, Bondy offers teachers some 
suggestions: 

 to initiate discussions on metacognitive activities involved in solving learning tasks in 
order to estimate the difficulty of tasks, setting goals, choosing the appropriate strategies;  

 students are encouraged to make journals about learning activity; 
 to provide a continuous feedback; 
 students are taught to evaluate themselves objectively; 
 to initiate students in self-assessment techniques; 
 to plan the steps of the learning process; 
 to practice effective learning techniques; 
 to have a continuous track of the logical problems [9, p.196]. 

 
 
4. Didactics of economics subjects 
 
Applied didactics in accounting is based on systems of structured terms, concepts, notions and 
logical schemes employed by accounting. Scientific basis of the discipline is provided by 
epistemology, psychology, general didactics and sciences taught in the university. 
Accounting didactics takes the main concepts, namely education system, content, teaching 
strategy, teaching principles, learning, educational objectives, curriculum design, organizational 
forms of teaching, evaluation forms, etc. from pedagogy and general didactics. 

From the epistemology and psychology fields, accounting didactics takes such concepts as 
learning, models and theories of learning, learning abilities, age and individual particularities, 
motivation and learning motivation. 

The quality of didactics of various economic disciplines reflects practically established system-
level relationships and processes between education theory-learning theory and practical didactics, 
articulated at the level of “pedagogical design” engaging curricular resources and educational 
management to obtain effective didactic products. In addition, the didactic approach in accounting 
is present in new academic programs not as an isolated but as a real perspective on man and 
society, needed by students in order to integrate in the real social and economic context.  

The acquired knowledge, skills and values formed through the participation in educational 
activities allow students identify and select some behavior and thinking rules under which to report 
them to the economic reality, to express the active and real attitudes regarding real world issues 
and problems. The interdisciplinary perspective and didactic approach of economic disciplines as 
well as their significant contribution in the formation of cross-curricular skills is also important. 

Teaching activity in higher education is more than a matter of teaching some content, especially in 
the economic disciplines that have a scientific basis and suppose the formation of students’ 
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intellectual skills and their participation (e.g. identification of economic concepts, such as 
marketing entrepreneurial activity, economic behavior, etc.) but additionally it has the aim to 
develop some norms, values and positive attitudes in students that would make them successfully 
face and integrate in real life. To achieve such goals, modern teaching methodology proposes 
interactive teaching, training in the virtual environment, case studies; all these contribute to 
efficient learning. 

The contents from university textbooks acquire educational force and become efficient only 
through processing, and quality knowledge transmission by the teacher, who is always interested 
in finding the best way of managing the teaching/learning process [1]. Professional competence 
gives the specialist the power how to operate with theoretical and specialty knowledge. Teaching a 
discipline requires from the teacher a lot of skills from learning technology. 

Methods matter is discussed from the cybernetics point of view in scientific literature. In this 
context, we understand method as a technology that involves programming elements, elements of 
managing students and feed-back. Researching methods according their function and structure are 
seen by M. Debecce as models or group of procedures (means) for implementing practical 
activities that lead to the achievement of goals. In this case, the procedure represents an action that 
is limited, a part of the method. As noted by M. Debacce (this view is reflected in many scientific 
works reflecting methods), the presence or absence of a particular process in the structure of the 
method is motivated and depends on specific conditions [3]. 

The relations between method and process are always dynamic. Broadly, the methodology is the 
theory and the system of training methods. The methods nature and value is deducted from the 
specificity of teaching-learning process, the analysis of the real situation and the diversity of their 
functions: cognitive, formative, motivational, normative, and instrumental [2, p.129-130]. 

It is important to examine the particularities of the indicated functions. In this context, I. Cerghit 
[3] emphasizes cognition as a primary function. This function is deducted from the essence of 
cognitive objectives that is focused on building cognitive and operational structures of a 
personality. In this context, a method is the way of discovering the truth, active procedures, 
science, technology, culture and human values. Hence, the method becomes for the student a 
means for knowledge acquiring, research and discovery of the truth and for the teacher - a means 
of creating teaching situations (learning), of learning process management. Method is a means of 
transforming the possible into reality, transposition of designed actions in thought. 

Currently, interactive methods make the learning process easier, but also the teaching evaluation in 
terms of information explosion and increased education requirements. Modern education has the 
aim to redirect the learner to rapid learning, long-term, functional, technology and culture. 

Effective methodology according to I. Cerghit [3, p.77] must be metacognitive, respectively to 
value and disclose metacognition, self-control and self-direction skills in learning, based on auto 
cognitive mechanisms. The premise from which we start is valuing metacognition: teaching 
methodology represents only outside support to build mental knowledge, it cannot be effective 
unless it is internalized by metacognitive practices. 

What is intended in the act of learning is active and creative assimilation of knowledge and their 
relationship to cognitive schemes. Metacognition is just the act of reflective introspection of their 
cognitive processes of how to construct and use cognitive schemes, learning and knowledge 
strategies, and cognitive deficiencies and weaknesses, their own shortcomings.  
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The term of “metacognition” refers, therefore, to the knowledge of the person concerning their 
own mental processes, active monitoring, adjusting and combining these usually based on specific 
targets. Scientific studies have shown that metacognitive skills can be taught [5, p.80]. 

V. Mark and L. Philemon [8] show that there are two complementary concepts of metacognition: 
knowledge of an individual about his own thinking and functioning, and mechanisms of self-
control and self-regulation of thinking, mechanisms related to activities that enable thinking and 
learning regulation and cognitive functioning. 

So, the cited authors distinguish different strategies and metacognitive processes that we present in 
a modified version: 

- Planning activities: to imagine how to act to solve a problem and to develop strategies, mental 
and material tools, etc.;  

- Prediction activities: to estimate quantitatively the result of a specific cognitive activity, such as 
time to find the solution to a given problem;  

- Activities to improve the achieved results: to test hypotheses, to experience strategy, review 
them, adjust, and improve;  

- Monitoring and evaluation activities: to measure and evaluate the results of an action by 
reference to the purpose and objectives. 

Interactive pedagogy supports reflexive attitude of learners, both in relation to the knowledge they 
have about their own cognitive functioning and strategies and processes that builds in different 
contexts of activity. It valorizes both, personal reflection of the learner, their self-knowledge, self-
analysis, self-questioning, self-assessment, self-assessment and self-monitoring. On the other 
hand, it supports the development of personal reflection capacity, assessment of personal ideas and 
articulation of their own thinking. 

Starting from the opinions of I. Jinga and J. Negreţ [7], conditions that must be met by a 
metacognitive teaching can be summed up as follows: 

 to start from the idea that students are able to build knowledge and skills; 
 to create a stimulating environment for building knowledge and skills through interactions 

between students, between students and teachers and between students and the subject of 
education; 

 to diversify all functional knowledge: declarative, procedural and strategic; 
 to stimulate colleagues reflection on knowing their cognitive functioning, stimulate and  

obtain information about their own learning processes and knowledge, about strategies, used 
methods and procedures, about factors that positively or negatively influence cognitive 
activity, about distinctions and cognitive deficits, about difficulties met in the process of 
learning. 

The methodological approach of the scientific content of an economic discipline, in this case 
accounting, shows its effectiveness in practice; the teacher's role is to ensure optimal functionality 
of professional learning process 
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5. Conclusions 
 
Theoretical and practical results obtained in the result of the carried out researches contributed to 
solving the problem related to the initial training of accounting students.  

Synthesis of theoretical and practical results allowed formulating the following conclusions:  
1. Research involves several training paradigms useful in initial training of accounting students; 

professional competence is structured in accordance with the changes occurring in higher 
education. 

2. The strategy of professional competence development of university accounting students can 
serve as a methodological guide in course foundation or as a course book for both the 
professional development of accounting students and continuing professional development of 
teachers in economics 
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Abstract 
This paper focuses on the research of funding issue in terms of pre-school education system reform and 

streamlining the quality of preschool education. The study analyzes preschool education development and the 
implementation of appropriate educational strategies facilitating the creation of a training system that would ensure 
optimal coordination of rehabilitation efforts aimed at pre-school institutions in order to review their work program 
taking into consideration their financial support. Increased efficiency of funds, guided by pedagogical goals set at 
system’s and process level, is a fundamental variable for organizing the education of children in preschool 
institutions. At system level it aims both macro-structural finality and medium- and long term educational goals. At 
process level education involves the design of educational and teaching activities defined in preschool programs. 
Taking into consideration insufficient solutions to a range of problems related to the education of children in 
preschool institutions, choosing the directions of study, objectives and scope have a decisive role. 
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1. Introduction 
 
Currently, the issue of funding preschool education plays a role in children's enjoyment and 
multilateral development because early education is the key element in development. According to 
legal provisions preschool entities financing is carried out mainly from public resources. Starting 
with national economy development reasons there is a real need to implement an educational 
policy that, in order to ensure social integration and education of children, would increase their 
psycho-physiological and intellectual potential, as well as train and establish their creative 
capabilities.  

An appropriate educational policy should provide an effective mechanism to ensure access to 
quality early education for all school-age children aiming the increase of their enrollment rates into 
education programs, reaching in 2020 a share of 95% for 3-6 year-old children and of 98% for 6-7 
year-old children. To achieve the objectives set, the Strategy “Education 2020” was elaborated in 
the Republic of Moldova identifying the main problems of the educational system and pointing out 
directions for the development of education in the Republic of Moldova, including preschool 
education.  
These goals can be achieved by developing financing mechanisms for the preschool system, which 
implementation requires increasing the number of preschool institutions, completion of 
educational infrastructure, ensuring the efficiency of the education system, etc. 
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2. Development of preschool education in Moldova 
 
A major goal of education is to improve the power of understanding of the child and to grow his 
desire to learn - without effort, without constraints, at the pace and according to parameters 
required - to ensure the chance of personal success. Modern theories speak more about experiential 
learning, educator’s role in guiding or facilitating learning, valuing and developing the potential of 
every child, respecting his cognitive style and rhythm, and about early education as basic 
personality development. 
 
Preschool education is the first step in the education and training, and aims mainly multilateral 
preparation of children for life, for integration into school work, for creative development by 
harnessing their psycho-physiological and intellectual capabilities. It is a system of preschool 
institutions of various types, public and private, with different running programs that meet 
educational standards. It is primarily aimed at preparing children for life multilaterally, their 
integration into school work, creative development by harnessing their psycho-physiological and 
intellectual capabilities.  

The education of children up to 3 years is usually done in the family receiving state support, as 
required by law. At the request of parents, by decision and with the support of local public 
authorities or employers (in the case of private institutions) preschool education can be organized 
for children up to 3 years (nursery). The state guarantees the material and financial support to the 
education of children in nurseries and kindergartens.  
Preschool education for children, at the age of 3 to 6 (7) years, is organized within kindergartens - 
primary schools of different types and forms of ownership with various programs of activity 
depending on child’s development level and on parents’ options. 

Preparing children for school is compulsory from the age of five years and is done in preparatory 
groups in kindergartens or schools, or at the request of parents, family. The state provides financial 
and material conditions necessary for the proper functioning of the educational process in 
preparatory groups. According to local conditions, they can be organized in primary school.  

Local authorities are required to maintain the existing preschool system of institutions and, if 
necessary, to open new ones, providing them with financial and material support according to the 
social needs of the population.  
The State guarantees care and preschool education of children with physical and mental disabilities 
and orphans. 
It should be noted that education of preschool infancy is largely the state (finance, monitoring) and 
parents (access, choice, control, etc.) responsibility. The child cannot decide alone to attend or not 
an institution or a particular course of study. At each upper stage of education, the child is largely 
depending on previous stages, and in this context, preschool education has become an 
indispensable part of the educational process.  

In recent years, the Moldovan authorities have taken extensive measures to upgrade the network of 
preschool institutions, to diversify preschool programs, to provide preschool institutions with 
teaching materials and qualified teachers.  
According to statistics, in 2013-2014 school year 1512 kindergartens in Moldova employed about 
12 000 educators and 760 nurses. The number of children enrolled in preschool institutions and 
programs was about 145000, or about 80 % of all preschool children. In terms of expanded and 
inclusive education practices preschool institutions are attended by nearly 2150 children with 
special needs. Thanks to measures taken by central and local authorities in close collaboration with 
communities, civil society and development partners, the number of children attending preschool 
institutions has been increasing. 
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Preparation of children for school is so important that it has led to increase in the number of 
preparatory groups and the number of children enrolled in these groups. Thus, in 2014 there were 
1724 active preparatory groups in educational institutions, 85 groups more than in 2013. The 
number of children attending these groups increased to about 31 000 in 2014. However, this 
growth has been registered only in urban areas, while in rural areas the number of preparatory 
groups is decreasing. 
 
The main actions taken by authorities to upgrade preschool education are: 
a) implementation of preschool flexible working schedules of 4, 6, 9, 10 or 12 hours a day; 
b) additionally to standard educational services there have been developed and implemented new 
types of services - psychological, physical development, psycho-social (dance, chess, computer, 
languages etc.);  
c) expansion and development of the individualized early education, supported by UNESCO, 
UNICEF and MSIF, providing educational services to children from vulnerable families;  
d) development of preschool curriculum, educational standards, professional standards and 
implementation guidelines, training materials; 
e) training of managers, teachers, doctors, social workers, civil servants in terms of public dignity 
of persons responsible for education; 
f) rehabilitation of preschool institutions and creation of Community Centers in areas without 
kindergartens;  
g) provision of kindergartens with books, toys, educational games, furniture, etc. 

The Project “Education for All - Fast Track Initiative” had an important role in achieving these 
activities; it started in 2006 and was implemented by the Ministry of Education in co-operation 
with the World Bank as grant administrator and UNICEF as lead agency. 
Thanks to measures taken in the field of preschool education the Republic of Moldova has made 
significant progress; monitoring indicators in preschool education are increasing. 
In 2013, gross enrollment rate of preschool children (3-6 years old) was 77.1% exceeding the 
targeted 75.0% value set for the year. 
The progress was modest for 6-7 years old children and the target for 2013 was not achieved. A 
certain increase in enrollment rates for children of this age is determined by the progress achieved 
in urban areas, in rural areas this indicator registering variable values.  

The main obstacles currently faced by preschool sector are: 
- lack of kindergartens in 230 municipalities; 
- 80% of kindergartens require repairs; 
- 65% of preschool institutions lack facilities; 
- 65% educators need training; 
- inclusive educational practices are institutionalized at the national level; 
- acute lack of teaching materials, especially for parents and children; 
- lack of preschool furniture fully complying with age peculiarities of children; 
- lack of preschool development and educational games and toys; 
- outdated sanitary-hygienic norms. 

In order to overcome these obstacles and fully accomplish the established tasks, Moldovan 
government envisages further expansion of education in terms of early child development and 
improvement of quality by means of providing preschool institutions with methodological, 
technical and teaching materials. Planned activities are aiming at institutional reforms through 
creation of educational alternatives, establishment of viable and cost-effective educational services 
in areas that currently do not have such services, creation of community educational alternatives 
and establishment of social support services for families with toddlers requiring psycho-
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pedagogical assistance, development and implementation of complex social programs to help 
disadvantaged children. 
For 2013-2015 the following activities are planned: 

- Based on the fundamental social needs of communities and on the results of technical 
evaluation of buildings in eligible districts, 33 kindergartens will be selected and 
rehabilitated, each being awarded 50 000 USD for renovation;  

- 15 Community Centers for parents and children and 1 Pilot Centre for children with 
disabilities will be opened; 

- 337 kindergartens will be supplied with books, toys, educational games, furniture etc., the 
total cost of equipment purchased will be 1.5 million USD; 

- For the purpose of allocating grants to create alternative education centers, competition 
among communities lacking kindergartens will be organized; 73 municipalities will 
participate in the competition of which 50 towns will be selected;  

- Curriculum for early and preschool education (for 1-7 years old children) will be developed 
and implementation guide curriculum nominated; 

- Monitoring and evaluation system of preschool sector performance will be developed and 
implemented and a mapping system for educational institutions will be developed and 
integrated into preschool education component;  

- National trainers will train 210 managers in 1200 kindergartens, training courses will be 
attended by 1200 educators more.  

Preschool education continues to operate child-centered early education (with the child placed in 
the spotlight and the teacher is the one who supports and sits around, knows the peculiarities of the 
age, needs and interests of the child) through integrated activities and openness to new trends in 
education. Continuity of educational standards in preschool education is achieved by compliance 
with regulatory and educational policy documents:  

 Concept of preschool education development in the Republic of Moldova, Newsletter, 1997; 
 National Strategy “Education for All” for 2004-2015, Government Decision no. 410 of 

04.05.03; 
 Regulations regarding preschool institutions (Ministry of Education Board, Case no. 8.5, 

December 16, 2010, Order of the Minister of Education no. 04 of January 4, 2011); 
 Regulations regarding educational institutions “Kindergarten - Primary school” (Ministry of 

Education Board, Case no. 8.7 of December 16, 2010, Order of the Ministry of Education nr. 
04 of January 4, 2011); 

 Regulations regarding the organization of training required for school children from 5 years 
(Ministry of Education Board, Case no. 8.6 of December 16, 2010 Ministerial Order no. 07 
of January 4, 2011); 

 Regulations regarding the organization and operation of Early Childhood Development 
Community Centers for 3-6 (7) year old children (Government Decision no. 567 of 10.09.09, 
Monitorul Oficial no. 144-147 (3477-3480) of 18.09.09);  

 Educational curriculum for early and preschool age children (1-7 years) in Moldova 
(Ministry of Education and Youth, 2008); 

 Learning and Development Standards for 7 year old children (Ministry of Education, 2010). 
Each pre-school education institution and every teacher have crucial interest in stimulating and 
monitoring the participation of 3-6/7 year old children in the programs offered by kindergartens. 
This aspect has been given special attention. In light of the above one can find that absenteeism 
and school failure implicitly lead to abandonment and/or, in order to avoid early school leaving, it 
is appropriate to employ a measure that has already proved to be effective: encouraging the 
inclusion and participation of the child in early education programs within an organized system, 
e.g. school or community center; to ensure access to education, especially in relation with 
disadvantaged children groups and promotion of inclusive education. 
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Directly related to reducing absenteeism and encouraging school participation, the aspects 
regarding educational environment and teaching-learning assessment quality were monitored by 
inspectors responsible for preschool education and management frameworks. 

For the academic year 2013-2014 the following objectives were established: 
- increasing access and improving quality of care and early and preschool education in terms of 
treating them as preparation for life and education in school; 
- expansion of early childhood education to preschool age children; 
- extension of the quality of early and preschool education; 
- methodological and technical supply for teaching in preschool institutions; 
- providing normative-legal operation of preschool institutions; 
- implementation of new state standards and curriculum for 1-7 year old children in Moldovan 
preschool institutions; 
- ensuring continuity and consistency between preschool and primary education; 
- ensuring economic and financial conditions for mandatory training of school children from 5 
years under Moldovan law. 

Preschool institutions have increased access and improved the quality of education; however the 
problem persists with smaller communities. The main activities undertaken by the Ministry of 
Education with the support of the Government and in close collaboration with the local 
government had a positive impact on the state of early childhood education and preschool 
education. The increase in the number of institutions as well as in the number of children attending 
these institutions expanded access to quality preschool education and created positive premises to 
prepare children for school. 
 

Trends of increased gross and net enrollment rates in preschool education recorded both in urban 
and rural areas confirm the relevant efforts of the Ministry of Education and of local government 
bodies in this area. However, certain problems still relate to lack of pre-school institutions in small 
communities, high degree of deterioration of existing preschool buildings, shortage of well-trained 
teachers and managers, insufficient methodological and didactic materials, low integration of 
children with disabilities and of those belonging to certain ethnic minorities. 
 
 
3. Funding preschool education in Moldova 
 
Increasing efficient use of funds guided by pedagogical goals established at system and process 
levels is a fundamental variable for organizing the education of children in preschool institutions. 
At system level it aims preschool macro-structural finality that defines the ideal personality and 
achievement of educational purposes in the medium and long term, i.e. the level of educational 
policy. At the process level, education involves the design of educational activities and teaching, 
achievable objectives and targets as defined in preschool programs, effective under concrete 
situations of educational structure. 
In 2007 the project “Education for All - Fast Track Initiative” was implemented as a global 
partnership between organizations and developed countries aimed to ensure accelerated progress 
toward the achievement of Millennium Development Goals related to preschool education. 
Moldova was accepted among recipient countries in 2005 which facilitated obtaining funds for 
educational needs, particularly for activities within the National Action Plan in Education. 

The National Development Plan (2008-2011) outlined the need to improve the quality of education 
and to increase access to education. Regarding preschool institutions children were provided with 
the following in terms of increasing access to preschool education:  
1. improved infrastructure within 82 preschool institutions;  
2. illustrative material supplied to preschool teachers; 
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3. every year during this period (2008-2011) according to the objectives the following should be 
accomplished: 
4. connection to natural gas supply network of 35 preschool institutions; 
5. development of preschool institutions network and creation of 16 alternative preschool centers; 
6. increased average spending power of preschool children (2 lei per year/per child); 
7. renovation of 35 preschool institutions. 
From the above mentioned one can notice that preschool education in Moldova is facing many 
problems which need to be solved in due time. However, all these actions should be transparent 
and monitored. 

Unfortunately, budget funding is limited and covers more than a half of preschool institutions 
needs. Access to these institutions often implies costs for parents whose children attend 
kindergartens. The unavailability to pay such costs for certain categories of parents is the main 
reason for officials when trying to explain the much lower rate of children enrollment in rural 
areas compared to urban areas – from the total rate of 100 places for average 73 preschool children 
this indicator in urban areas is 85 children per 100 places and 65 children per 100 places in the 
countryside. Difficult financial situation of the rural population as well as decreased ability to 
cover preschool education expenditures are an explanation of the above. 

Analysis of access to school in terms of attending these institutions acknowledges the need for 
preschool education coming both from the parents’ perspective so that they can carry out daily 
activities and be able to go to work and in terms of children’s socialization at an early age and their 
learning of practical skills and accumulation of basic knowledge, i.e. this is our first concern. 

Preschool education in Moldova is a necessity imposed by the system; therefore children not 
attending kindergartens are disadvantaged during primary studies which imply some already 
gained knowledge by preschool children. 
Preschool institutions absorb a large proportion of total expenditure on education (16%, equivalent 
to 1.1% of GDP, compared with the average of 0.5% in the OECD). However, these financial 
resources are insufficient taking into consideration the needs of institutions and reasons for 
ensuring proper conditions for children. 
Resources allocated to preschool institutions are directed mainly to salary payments, utility 
expenses and provision of food for children. Money allocated from the state budget for current 
repairs of buildings are insufficient and parents often help, however it is more difficult to make 
these repairs when financial resources are considerably small and additional allowances from local 
budgets, districts, different economic agents or funds from different projects are required. 

This form of “per child” money allocation causes preschool underfunding and consequently poor 
conditions for children. In this case, it is quite difficult to finance small preschool institutions; it is 
difficult to pay even maintenance costs and salaries. 
Parents also contribute to preschool institutions financing. Buildings of these institutions are 
generally subjected to cosmetic repairs supported by parents, but the infrastructure of these 
buildings is largely supported due to the skills of preschool institution manager in collecting funds 
from various sources: donors, parents, projects implementation, etc. The current practice of 
collecting funds from parents directly and indirectly affects the situation of vulnerable families, 
placing children from these families in disadvantageous positions or exclusion context. 
Often kindergarten administrators are forced to focus on the basic needs of children, such as food, 
because they don’t have the resources to cover other needs. 
As mentioned previously, preschool institutions are missing in about 270 communities of the 
Republic of Moldova. In particular, this situation refers to small villages, but there are also larger 
villages that have kindergartens and local governments cannot afford their financial support. In 
2009-2014 state allowance to local budgets planned for preschool children was increased by about 
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2.05 times, from 4764.54 lei (2009) to 9756.60 lei (2014). The most significant growth was 
recorded in 2010 by about 1.68 times (8022.40 lei). Based on children nutrition rules, funding of 
preschool institutions by state in 2009-2014 are presented in Table 1. 

 
Table 1: Per child state allowance to local budgets for preschool institutions (2009-2014) 

 
Year 2009 2010 2011 2012 2013 2014 

Cost, lei 4764.54 8022.40 8798.7 9051.5 9299.50 9756.60 

                  Source: Ministry of Finance  
 
Increased spending on education has created prerequisites for improving the financial situation of 
preschool education. Thus, according to the Ministry of Finance, financial resources allocated to 
this sub-sector steadily increased from about 433 million in 2009 to 943 million in 2012. It is 
expected that this growth will continue in the coming years from about 1028 million in 2013 to 
1167 million in 2015.  
The share of total funds allocated to preschool education within the entire education sector is also 
increasing from 16.3% in 2012 to 18.9% in 2015 (expected). This increase shows that preschool 
area education policies become a priority, thus creating prerequisites for better preparation of 
children for school. 
Efficient use of funds allocated to preschool education is determined largely by their distribution 
according to expenditure category. According to available data, in 2011 the main categories of 
expenditure were salaries (48%), infant (30%), and renovation of inventory and procurement of 
teaching materials (16% of total expenditures). The number of non-teaching staff in preschool 
institutions (administrative and ancillary staff) was 2.2 times higher than the number of teachers, 
non-teaching staff wage costs were 1.4 times higher than those related to teacher salaries. 

 
 

4.  Conclusion 
 
Research allows us to conclude that, at present, access to preschool education shows a positive 
trend of development. It is notable that in 2013 the total number of preschool institutions operating 
mostly in urban areas increased by 6.3% compared to 2012 and the number of children attending 
preschool institutions increased by about 13%. In urban areas this indicator was 13.8% and in rural 
areas - 12.2%. The number of children up to 3 years of age in the same period increased by 24.6%, 
while that of 3 year old children and older - by 11.4%. Of 100 places occupied by average 77 
incumbents 90 preschool children were from urban area and 68 children - from rural area. 
Although in recent years the situation regarding children's access to preschool education has 
improved, kindergarten enrollment rate remains low. The need for diversification of early 
education in local communities must be encouraged through the development of private services in 
the area, including at family level. 
In this regard, the main task set by the Government is the increase of preschool enrollment rate in 
pre-school programs for 3-6 year old children from 41.3% in 2002 to 78% in 2015 and for 5-6 (7) 
year old children - from 66.5% in 2002 to 98% in 2015, and to reduce to less than 5% the gap 
between rural and urban areas, between disadvantaged and middle-income families. 
As a priority direction it is highlighted the need to develop and upgrade the network of institutions 
to ensure access to quality education for all children through local preschool institutions 
renovation and construction, increase of the number of preschool institutions with flexible activity, 
improvement of preschool institutions infrastructure and supplying them with educational 
materials, creation of conditions for the expansion of inclusive education, modernization of initial 
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and continuing training of teachers for pre-school education, community mobilization and 
attraction of national and international donors in preschool education reform. 
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Abstract 
 This paper aims to identify difficulties when calculating the depreciation of fixed assets for tax purposes. 

Therefore, it is necessary to simplify this contradictory and difficult sector of accounting. In this respect, the author 
examines the causes of differences between tax and accounting depreciation and recommends solutions for 
improvement. Particularly, these regard the following measures: 
1) establishing a single method for determining the amortization of fixed assets for financial and tax purposes; 
2) recognizing a single input and amortization value of fixed assets in accounting and taxation; 
3) calculation of amortization of fixed assets for tax purposes in the first year of operation depending on the date of 

their entry into service; 
4) elimination of tax rules on the calculation of the value basis related to the category of fixed assets at the end of the 

reporting period by canceling them. 
The following methods were used for research: observation, comparison, selection, classification, analyses, 

and summary.  
The recommendations made by the author, allow changes to the tax code and respectively in this sector of 

accounting. 
 
Keywords: accounting depreciation, tax depreciation, linear depreciation, accelerated depreciation, diminishing 

balance method. 
 
JEL classification: M41 
 
 

1. Introduction 
 

One of the most difficult accounting and tax differences faced by consumer cooperative entities 
when calculating and accounting of income taxes is the difference related to fixed assets.  

The main factor which causes the difference between carrying amount and tax value of fixed assets 
(fixed means) is their depreciation.   

Issues relating to the correct calculation of differences regarding the depreciation of fixed assets 
and their accounting were investigated by local researchers Bucur V., Ţurcanu V., Graur A. [2, 
p.127-149], Prisacari T. [7, p 48-55], Zaharcenco I. [8, p.56-59], etc. 

Even after 16 years of implementation of the rules for calculating the depreciation for tax 
purposes, many accountants do not know their purpose. What the rules for calculating the 
depreciation of tax purposes are about and how justified is the enormous amount of work required 
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to accomplish such accounting records? Which are the effects of these rules for economic agents 
calculating the depreciation of fixed assets for state tax purposes?  

The main objective of this investigation is to determine how to simplify this sector of accounting. 
 
 

2. Accounting and tax depreciation 
 

According to legal regulations of the Republic of Moldova, since January 1, 1998 until present two 
different depreciation concepts are being used: 

1) accounting depreciation (established by accounting regulations);  
2) tax depreciation (established by fiscal regulations).   

The calculation and accounting of fixed assets depreciation in terms of accounting regulations is 
governed by § 19-28 of the NAS (National Accounting Standard) “Tangible and intangible assets” 
[1] and § 43-62 of IAS (International Accounting Standard) 16 „Intangible assets” [6].  

The rules for determining the depreciation of fixed assets for tax purposes are established by the 
provisions of the Tax Code of the Republic of Moldova no. 1163-XIII of 24.04.1997 [4], 
Regulations on record keeping and calculation of the depreciation of fixed assets for tax purposes 
no.289 of 14.03.2007 (hereinafter Regulation) [5] and the Catalogue of fixed assets and intangible 
assets [3].  

Depreciable amount is the cost of an asset, or other amount substituting the cost, less its residual 
value. Depreciation is the systematic allocation of the depreciable amount of an asset over its 
useful life.  In financial accounting, depreciation of fixed assets is calculated monthly and their 
depreciation for tax purposes is calculated only once - at the end of the reporting year. Multiple 
rules for determining the depreciation of tangible assets for tax purposes create differences 
between the amount of depreciation determined for financial and tax purposes. Therefore, the 
question arises: how to equate the carrying amount to the tax value of the fixed asset? There are 
only two ways to equate the carrying amount to the tax value of the fixed assets:  

  equating the tax value with the carrying amount of fixed assets; 
  equating the carrying amount with the tax base of fixed assets. 

But how to make the depreciation amount of fixed assets for tax purposes be the same as in 
accounting, or vice versa – how to make the depreciation amount of fixed assets determined in 
accounting the same as the depreciation amount for tax purposes? In our view, this objective can 
be achieved considering the following possibilities: 

1) establishing a single method for determining the depreciation of fixed assets for financial and 
tax purposes; 
2) recognizing a single input value and depreciation of fixed assets in accounting and taxation; 
3) calculation of fixed assets depreciation for tax purposes in the first year of operation depending 
on the date of their entry into service; 
4) elimination of some tax rules on the calculation of the value basis related to the category of 
fixed assets at the end of the reporting period by canceling them. 

Ways to equal the amount of depreciation of fixed assets for accounting and tax purposes will be 
further investigated. At first, we will determine the most appropriate method of depreciation for 
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financial and tax purposes. Equaling the amount of depreciation for both purposes can be achieved 
when using in accounting the diminishing balance method or when applying in taxation the 
straight-line depreciation method, which is commonly used in financial accounting. For this 
purpose it is necessary to make amendments to tax law. 

Example 1. Consider that the entity “Consumcoop Pelivan” put in to operation the equipment, 
whose input value is MDL 38000, residual value - MDL 2000, duration of use - 5 years. The 
depreciation ratio is 20% (100/5). At the end of the equipment operation period, the company 
registered useful material input in the amount of MDL 2000. 

The equipment put into operation has the capacity to produce 80 000 pieces. The entity actually 
manufactured in the first year - 19 000 pieces, in the second year - 17 200 pieces, in the third year - 
17 000 pieces, in the fourth year - 14 800 pieces, and in the fifth year - 12 000 pieces. Depreciation 
for a piece will be MDL 0.45 (36 000/80 000). 

 “Consumcoop Pelivan” applies the diminishing balance method, increasing the depreciation ratio 
by 1.5 times (NAS “Tangible and intangible assets” allows the increase of depreciation ratio under 
straight-line depreciation method not more than 2 times). According to tax rules, the equipment 
refers to the V category of fixed assets with the ratio of 30%. 

Calculations of depreciation amounts in the financial accounting and for tax purposes are 
presented in Table 1 

 
Table 1: Calculation of equipment depreciation based on accounting and tax methods 

 
Reporting period Depreciation of the equipment in financial accounting (in MDL) Depreciation of the 

equipment for tax 
purposes (in MDL) 

Straight-line 
method 

Units of  
production method 

Diminishing 
balance method 

At the end of year     I 36000 x 0,2=  7 200  19000x0,45 = 8 550 38000 x 0,3= 11 400 38000x0,3  = 11400 
          II            36000 x 0,2=  7 200 17200x0,45 = 7 740 26600  x  0,3 =  7 980 26600x0,3  =  7 980 

 III           36000 x 0,2= 7 200 17000x0,45 = 7 650 18620 x 0,3 =  5 586 18620x0,3   =  5 586 
 IV            36000 x 0,2= 7 200 14800x0,45 = 6 660  13034 x  0,3 =  3 910 13034x0,3  =  3 910 

                              V          36000 x 0,2= 7 200  12000x0,45 = 5 400 36000-28876 =7 124 9124 x 0,3  =  2 737 
 VI - - -   36000 - 31613=4 387 

Total 36 000 36 000 36 000 36 000 
Source: Elaborated by the author 
 

Analyzing the annual depreciation of fixed assets calculated by the methods provided by NAS 
“Tangible and intangible assets” [1] we found that in the above-mentioned conditions, for the first 
four years of operation, the depreciation amount of equipment determined by diminishing balance 
method is identical to the amount of assets depreciation calculated for tax purposes. We note that 
in the last reporting year, the depreciation of fixed assets determined by accounting rules reaches a 
much larger size than in the last two years. We also found that the operation period of the analyzed 
equipment for tax purposes exceeded by one year the period of equipment operation set in the 
financial accounting. 

According to the research carried out, we can see that duration of fixed assets operation 
established for tax purposes is higher than the one established for accounting purposes.  Although 
the Catalogue of fixed assets and intangible assets prescribes specific durations for the use of fixed 
assets objects for tax purposes, these are not real and depend on the input value of the fixed assets 
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object.  From this, we can conclude that the time limit for the calculation of depreciation depends 
on the input cost of fixed assets. In order to prove this idea Example 2 will be described. 

Example 2. On January 2, 2013 “ANGROCOOP Chisinau” has acquired an asset at an input cost 
of MDL 8 mln. During the period of asset usage, there was not recorded information related to 
correcting its value. Depreciation of the asset according to financial accounting is determined by 
the straight-line method, according to tax depreciation norms, while for taxation purposes 
depreciation is determined according to the method provided by the tax legislation.  

As a result of calculations the following results were obtained (Table 2): 

 

Table 2: Duration of the fixed asset use in financial accounting and tax regulations 
 

The cost 
of entry, 

MDL 

Depreciation  
rate, 
% 

Duration of use of 
 the fixed asset  

in financial accounting, 
 years 

Duration of use of 
the fixed asset  

for tax purposes,   
years 

8 000 000 12,5 8 54 
8 000 000 20 5 34 
8 000 000 30 3,33 21 

Source: Elaborated by the author 
 
Data in the table indicate that the duration for calculating the depreciation of fixed assets for tax 
purposes by diminishing balance method is much longer than the period for calculating the 
depreciation of fixed assets in financial accounting by straight-line method.  In author's opinion, 
this methodology for calculating depreciation is in the interest of companies in terms of jobs 
creation, increase of production volume, reproduction of fixed assets, attraction of investments on 
Moldovan market.   

Diminishing balance method used for tax purposes when calculating depreciation is effective 
approximately for 50% of the object value. Compared to the straight-line method, the mentioned 
method increases the period for calculating the depreciation of fixed assets object in the next years 
of operation. Theoretically, for accelerated cassation of fixed assets, from the moment when 
depreciation accumulates 50% of the object value, it is necessary to pass from the method fixed by 
the Tax Code to the straight-line method. 

As a result the following problems will be excluded: 
- dependency of the cassation term on the initial value of fixed assets; 
- uncertainty concerning the cassation term of fixed assets object. 

And it is also necessary to correct the depreciation calculation method for tax purposes.   

In author's vision, the method for calculating the depreciation for tax purposes is very complicated 
and constantly creates difficulties to accountants. Because the method of calculating the 
depreciation of fixed assets for tax purposes involves an increase of deductible depreciation in the 
first years of fixed assets’ operation, thus decreasing the amount of tax income which has to be 
paid in the first years and postponing these payments in the subsequent years, this method can be 
considered a “tax facility”. 

According to Article 5 (33) of the Tax Code [4], a tax facility is considered “tax yet not paid up to 
the budget, causing a decrease of the taxed object value or postponing the period of taxes”. But, 
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unlike other tax facilities having an optional payment character (Article   8 (1), the letter i) in the 
Tax Code) [4], the method of calculating depreciation for tax purposes is a “mandatory facility”. 
Currently, the taxpayer hasn’t got the right to choose if he does or does not need this facility.  

It is clear that, regardless of the method used for the calculation of fixed asset depreciation from its 
put into operation until the total amount of depreciation, total depreciation deducted from taxable 
profit would be the same. In the end, the state budget has neither advantage, nor disadvantages by 
using one or another method of depreciation by taxpayers. Then, why was it necessary to develop 
such a difficult method for the calculation of depreciation of fixed assets for tax purposes? 
Unfortunately, this seems to be a rhetorical question so far. 

Considering the above, we must mention that the taxpayer should be given the right to choose the 
calculation method of depreciation for tax purposes: the current method proposed by the Fiscal 
Code or straight-line method provided by accounting standards. This can be achieved by amending 
articles 26 and 27 of the Tax Code [4].   

We recommend amending Article 26 (1) of the Tax Code with the following content: „The amount 
of deducted depreciation of fixed assets is calculated by the taxpayer according to:  
a) this Article, as well as to Art. 24 and 27 of the Tax Code, or  
b) the straight-line method provided by accounting standards and established in the accounting 

policy. 

When choosing one of these two methods of depreciation the taxpayer must apply it to all fixed 
assets for which depreciation for all subsequent tax periods shall also be calculated. Transition 
from the method of calculating depreciation under Article 26 and 27 of the Tax Code to the 
method established by the Accounting Standards will be carried out at the beginning of the tax 
period by decision of the manager of the enterprise. The tax basis of the group of fixed assets in 
this case will be equal to the accounted amount according to accounting data”. 

 

All business entities from the country as well as consumer co-operative entities will only benefit 
from the effect of these changes. 

A second way of equaling the value of depreciable fixed asset in financial accounting and the 
value of depreciable fixed asset for tax purposes can be carried out, in author's opinion, by:  
 the residual value is not recognized in accounting, or;   

 the residual value is recognized for tax purposes.   

According to § 4 of NAS „Tangible and intangible assets”, „the residual value of an asset is the 
estimated amount that an entity would currently obtain from at the end of its useful life” [1].   

Not recognizing residual value in the accounting.  In practice, the residual value for some objects 
of fixed assets may be insignificant, so it shall be considered equal to zero and therefore, shall not 
be taken into account in the calculation of depreciation value (§ 20 NAS „Tangible and intangible 
assets”). Also, IAS norm [6] states that the residual value of an asset shall be considered null, 
except when: 

 a third party pledged to redeem the asset at the end of its usefulness;  
 there is an active market for this fixed asset and: 

 the residual amount may be determined by reference to this market;  
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 if this market will be present at the end of  useful life of the fixed asset. 

The residual value of the asset is estimated using prices prevailing at the date of acquisition of the 
asset for a similar asset that has reached the end of its life and was operated under conditions 
similar to those in which the asset will be used. According to the author, the residual value of the 
asset cannot be determined with high accuracy. From this point, the residual value may not be 
recognized in accounting. This approach to the problem does not require amendments to 
legislation.   

Recognition of residual value for tax purposes can be established by amending tax legislation. In 
this respect, it is recommended to amend Art. 27 (4) of the Tax Code [4] as follows: „The initial 
tax basis of a fixed asset in the possession of a taxpayer and subject to his ownership right will be 
determined by its entry cost in accordance with accounting standards minus the residual value”.   
As a result of this modification, the depreciation value of fixed assets in financial accounting and 
for tax purposes will be equalized. At the same time, it won’t be necessary to correct the value 
basis of fixed assets for tax purposes by residual value of fixed assets cassation as a result of total 
depreciation in the financial accounting.  

The third way to equalize the amount of fixed assets depreciation for financial and tax purposes for 
the first year of activity regards the calculation of fixed assets depreciation for tax purposes 
depending on the number of operation months. According to the Tax Code, depreciation of fixed 
assets for tax purposes is calculated for the whole fiscal year, regardless of the calendar month 
when the fixed assets has entered into the company. This way will essentially reduce the difference 
between the depreciation amounts of fixed assets for accounting and tax purposes in the first year 
of exploitation. 

A fourth way to approximate the amount of depreciation of fixed assets financial and fiscal 
purposes can be achieved by removing some rules for calculating the value basis for each group of 
fixed assets (for example,  correcting the related repair, forced exit of fixed assets etc.). The repair  
costs of fixed according to article 27 (8) and 27 (9) letter b) of the Tax Code [4]  shall be deducted 
for tax purposes up to 15% of the value basis of the respective group of fixed assets or 15% from 
the calculated amount of rent (lease) supported during the tax period. In the Regulations [4], it is 
noted that this size is normative. In 2002-2007, this value, being a standard one has been 
established in a proportion of 10%, and currently constitutes - 15%. So logically there appears the 
question:  Why the cost for repair is limited and which is the scientific argumentation of the size 
laid down by the legislation in fiscal years 2002-2007 and since 2007 up to now?  The costs which 
exceed this standard are capitalized, are added to the fiscal value of this group of fixed assets, and 
shall not be deducted, as they are called renovation costs. This limitation does not take into 
account the characteristics of the fixed assets to which they relate; the repair costs for a 
homogeneous group of objects may be relatively higher, for the other group - smaller. For the 
reasons stated above, we recommend to cancel articles 27 (8) and 27 (9) letter b) of the Tax Code, 
according to which the repair costs of own fixed assets or used according to the rent (lease) for tax 
purposes shall be deducted to the extent of 15% of the value basis of the concrete group of fixed 
assets or of the amount calculated on the rent (lease) incurred during the fiscal period. 

The infrastructure of many co-operative entities requires renovation and repairs, and limiting the 
repair costs for tax purposes is an obstacle to achieve this objective. We believe that limitation of 
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these costs is unjustified, especially when they are necessary for sustainable operation and for the 
success of any business and especially of co-operative enterprises. 

 
 

3. Conclusions 
 

From the above mentioned we conclude that the procedure for determination of depreciation for 
tax purposes contains so many aspects and limitations, and that unclear and non-univocal moments 
often lead to the risk of being penalized for incorrect filling of the profit tax declaration as a result 
of involuntary errors committed in calculations. This procedure is difficult to be carried out as well 
as to be administered, becoming a burden both for taxpayers and for fiscal authorities. Most 
frequently, savings obtained by taxpayers as a result of using these “facilities” are exhausted by 
different fines applied by control bodies for errors in calculations.  

For this reason, the existing way for the calculation of depreciation of fixed assets requires 
improvement. 
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Abstract 

 In this paper the authors aim to present the terms and basic notions of network economics. The aim of this 
presentation is to create an understanding of what is a network good. After presenting the terms of network goods we 
then will proceed to present the public goods, which have similar characteristics with network goods with some 
differences. Further, the web market will be presented supporting the idea why network goods and public goods 
characteristics should be presented within this example.  
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1. Introduction 
 
The research to be presented is based on several concepts from network economics. This part has 
the goal to familiarize the reader with the concepts necessary for further understanding of the 
paper.  

First, an introduction to networks economics is needed in order to better understand the web 
market as a whole. A network describes the relations between nodes, which could be countries, 
web pages, etc., and the connections between these nodes, which could represent a connection 
between two or more pages, companies, as well as access to a certain market. 

The set of nodes in a network can be described as 푁 = {1,2,3,… , 푛} where n is a finite number. 
This network is denoted by 푔 ∈ {1,0}, where gij is 1 if there is a link between nodes I and j, 
otherwise gij takes the value of 0 (SanjeevGoyal 2007). 

These links represent the connections that arise between nodes, which we have defined as 
companies, web pages or markets. They are very important because if we have no whatsoever link 
between two nodes then there is no economic connectivity between them. 

Now we are going to try to cover distance in network relations. We can mention the distance 
between two distinct nodes, assuming these are I and j only if there is an existing link between the 
two. Therefore we have two possible cases when we can mention distance in a network. The first 
case is when we have gij=1. While the second case is when we have a set of distinct intermediate 
nodes such as j1; j2; … jn, such that we get a relation gij1=gij2=…=gijn. 
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In a standard network we can have larger nodes often referred to as hubs. These nodes are, if to be 
analyzed in economic terms, the gravitation centers of a network with links coming out of them to 
nearby nodes. 

Networks can be represented by formations of nodes knows as graphs, as it has been mentioned 
above, but there is another method for accurate presentation of a graph is displaying a matrix. 
Though a least convenient method for study it still presents a possibility to represent graphs.  
Networks presented as graphs are shown in the following figure.  

 

 
Figure 1: Standard network representation 

Figure 1 presents a hyper network which consists of multiple networks. Different networks have 
different colors, being all connected they form a larger network known as the hyper network. 
Arrows in this presentation point the direction of links, if A has an arrow pointed to B then this 
means that A has a link with B, but B has no link with A. This network is also known as an 
imperfect network. However, when we talk about perfect networks, then there is no need for link 
directions since in a perfect network each node has a bivalent connection with nodes it is 
connected to. 

Each economic mechanism, as long as it is not completely separated, can be depicted as a network. 
While the representation as a network of interconnected economic agents has large advantages 
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2. Network goods 

  
When we mention networks we have to mention network goods. These goods cannot exist without 
the existence of a network. So network goods are goods that have to be distributed or require a 
network in order to function properly. Network goods are the goods that operate and are 
distributed via a network. 

These goods are currently increasing in numbers due to fast development of the internet as well as 
to increase of the number of its users. These goods include software, applications, editing 
programs (the majority of technologies that appeared recently). 
 
Network goods have a number of properties that are worth mentioning since they create the 
specifics for this type of goods. The most important of these properties are: 

 Low to no cost for production of scale –this can be explained by the fact that this type of 
goods is composed more of the cost of researching a certain product, while its 
multiplication is done with low to no cost whatsoever. For example, if we take a computer 
software, the main part of its cost goes into the development of the product itself, while 
multiplication costs for making copies are either cheap in case of optical storage devices 
such as CDs/DVDs) or hasn’t cost at all (in case the company makes the distribution of 
software via an e-commerce retailer).  

 Complementarity, Compatibility and Standardization –this is an important principle 
due to the fact that it shows exactly the way network goods function. Complementarity 
refers to the fact that these goods are inter-connected and complementary with each other, 
which makes it difficult to start a different product without changing the whole package. A 
good example would be the Apple iPhone and the iOS system, which are inter-connected in 
a manner which doesn’t allow one to function without the other. So if the customer would 
like to purchase apps for an iOS type of operating system then this would be possible only 
in case he already owns an iPhone. The previous example also shows the compatibility 
issue of the network goods which is strongly inter-connected with complementarity. 
Standardization, however, is more related to the fact that producers of network goods tend 
to create goods that set a standard, therefore forcing consumers to use their goods in order 
to achieve the desired result.  

Network goods are the type of goods that have a stronger locking effect than their real market 
counterparts. This is explained by compatibility and complementarity of such goods, but also by 
the fact that these goods create a habit for the consumer to work with them, therefore forcing the 
consumer to remain with a certain good as not to support the cost of transfer to a counterpart of the 
latter (learning cost, inefficiency due to inexperience of work with the new product). This is the 
case of Microsoft Office suite which may not be the best product on the market but a rather costly 
one, and although there are free analogues on the market, consumers do not migrate to them due to 
the costs of learning involved as well as due to the incompatibility of formats. 

Lock in as a phenomenon is the effect which a certain product might have in terms of 
inadmissibility of migrating to a similar product. Companies tend to use this effect to their 
advantage. An example of a strong lock in would be Microsoft Windows which is an indispensable 
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tool for almost every PC. While there are substitutes on the market, the learning path which needs 
to be taken in order to efficiently use the other systems is too long for the majority of consumers. 

Another property of network goods which is worth mentioning is the “trap effect” which is present 
in relations between some companies. This effect means that companies create products which 
aren’t useful without another product. Such an example would be companies that create 
specialized software for operating systems like Solaris, and their products would not be useful in 
any way if Solaris were to disappear from the market as an operating system. There could be also 
other examples of this type of “trap effect”. Another example would be personal computers and 
Windows as an operating system, when the decrease in computers sale would lead to the decrease 
in Windows operating system sales as well. 

“Trap effect” can have 5 main reasons, these reasons are as follows: 
1. Contracts and agreements – if a company has a contract to work with a certain software 

or database, it makes the former dependent of the latter. 
2. Teaching clients – if a company is taught to use a certain product for specific purposes, 

then due to the proficiency of the employees the company can considered dependent of 
the product that they use. 

3. Information conversion – sometimes the information that is owned by a company needs 
to be converted in order to be used in other applications. This poses an additional cost 
which can get high in some cases.  

4. Connection costs – this aspect is generally true when you need to change the 
infrastructure of your network in order to benefit from the network good to which the 
company would like to switch. In some cases connection costs can be rather high.  

5. Loss from decrease of loyalty – sometimes companies get loyalty discounts for products 
and network goods are no exception. Sometimes to change to a different product could 
cost even more than it seems from the beginning due to the decrease of loyalty. 

Network goods are goods that are heavily based on intellectual property. This is why the economy 
of scale for such goods has a number of differences compared to the real market. In case of normal 
goods, economies of scale are available only to larger companies, and require large investments to 
implement. However, for network goods the cost of scale economy is reduced allowing even 
smaller companies to benefit from such goods. Another distinction is that for normal goods the 
effects of scale economies manifest themselves in a linear manner while for network goods it 
manifests exponentially. 

The effects of scale economies for network goods can be seen in the following figure. 

 
Figure 2: Distribution of costs in scale economies for network goods 
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Where: C is the cost, 

  Q is the quantity produced, 

  AC represents the Average Cost, 

  MC represents the Marginal Cost. 

As we can see in Figure 2 the average cost as well as the marginal cost drop with the increase in 
quantity of the network goods produced, since the production costs of the second and consecutive 
units are very low or null.  

As we can see in the figure above the average cost of producing a network good decreases slower 
than its marginal cost. This would decrease the effect of cost in price formation of such goods, in 
turn decreasing the role of supply for such goods and take more into account the role of demand 
(which in this case would be the number of consumers interested in a certain good). 

Another important property of network goods is called network externality. This property states 
that each consecutive connected consumer adds value to the existing network and to network 
goods as a whole. The affirmation is true until network value reaches a critical mass and 
afterwards starts to slowly decrease.  

 
Figure 3: Network value – consumer number ratio 

 
Source: Стрелец, И. А. 2003 
 

In Figure 3, x is the amount of consumers in a network and y represents their readiness to pay for 
the network good, point D represents the top value point of the network. We can see that the value 
of a network increases in a nonlinear manner and after reaching a certain point it starts dropping. 
This can be explained by the fact that network goods are more useful when more consumers use 
them. To understand the concept better one must keep in mind that the majority of network goods 
use the network for any kind of improvement or communication between consumers (even if 
indirect). We also need to take into account the “trap effect” to understand that while more users 
use a certain network good the harder for them would be to switch to another product, e.g. 
Microsoft Office. The decrease in their readiness to pay can be explained by the fact that every 
consumer, which wanted to purchase the network good, has already done so. 

A network good is not attractive for purchase by the consumer until the network of this good has 
reached a critical mass. This effect was explained by B. Metcalfe, the creator of Ethernet, in the 
70s. Metcalfe established that the network, in order to have a value, needs to reach a critical mass, 
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and sometimes it can be created by engulfing smaller networks. The critical mass is a number of 
networks necessary to be connected in order to create value to the network. This effect is critical 
for the externality property of the networks to come into play. 

 
 
3. Public goods 
 

Now that we have made an introduction to network goods, we need to mention public goods. 
These two types of goods have some similarities, like being distributed mainly via networks or 
social networks. However, public goods and network goods have distinct properties – they are 
noted as exclusive in terms of consumption. This means that if you consume a public good this 
doesn’t stop someone else from consuming the same good. The second property is that, public 
goods are consumed without competition. 

Martin W. J. categorizes information as a public good because it cannot be consumed completely. 
If information is sold, it is given to the buyer but the seller doesn’t lose the information, therefore 
it can be sold many times.  

Gilder G. F. defines the price of information as decreasing after more consumers have already 
consumed it [2]. The graph below supports this idea. 

 

 
Figure 4: Price of information 

 
Source: Gilder G.F., 2000 

 

In Figure 4 y is the price axis, while x is the number of users holding information. As we can see 
the price is presented as a decreasing slope, meaning that the more users gain the information the 
less other users will be willing to pay for that information, due to the usefulness of the latter. 

The majority of the properties possessed by network goods can be observed in case of the public 
goods as well. However there are some interesting aspects concerning the public goods as opposed 
to the network goods. 
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One of the main aspects of public goods is that the cost of reproduction in case of scale economies, 
not only tends to be 0, but is 0. This can be explained by the fact that public goods generate a cost 
only while being produced. 

 
 
4. The web market 

 
After presenting the basics of network economics as well as network and public goods we can 
proceed to the web market. 

The web market is a growing market and although it is not fully developed yet we can already 
notice its distinct features. These distinct features make it necessary to introduce the definition of 
web market as something different than the real market. 

The web market can be described as a market that cannot exist without the web and digital media. 
Companies from this market use digital means for different purposes but there is one thing in 
common which can be classified as a market characteristic - all of them are present on the web. 
Their presence on the web is achieved via websites, e-shops and social networks. 

Companies on the web market can be of different types, e-commerce being just one of the types, 
although it is the type most frequently referred to. The amount of reference to e-commerce web 
market segment can be explained by the fact that it is somehow easier to be analyzed than other 
segments due to its resemblances to real market stores. 

All companies on the web have an advantage over the companies on the real market, in terms of 
costs, which are lower on the web market. This allows companies to practice lower prices. 

Software development sector has two important branches - the customizable software development 
and the mainstream software development. The mainstream software development is when clients 
buy a finished product, which may or may not be adaptable, but is available to every client in 
almost the same package. And the customized software development companies create software to 
specifically meet client’s requirements and needs, making it unique client software. 

We focused on the software development companies, since a large part of network goods are of 
software nature. This is where we can basically see what is said about the fact that costs tend to be 
0 in case of network goods. Public goods, however, are true to have 0 cost, on the web since the 
main means of their transmission are the blogs, which are free in terms of creation and use. 

 
 

5. Conclusion 
 
In conclusion, we would like to mention the fact that due to network studies the economic 
modeling has changed from a more reflective type to an interconnected type. 

Network goods and public goods behavior on the web, though not completely different, make their 
characteristics much more relevant. If on the real market we could talk about costs tending to 0 
and it would be a less perceptive affirmation, on the web, however, we could talk about a more 
understood idea of costs tending to 0. 
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Another characteristic which defines network goods is the “trap effect”, which is more relevant on 
the web due to the fact that there are some services on which a lot of web businesses rely, and if 
these are to disappear then web companies, built around them, would also have a difficult period. 
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Abstract 
In terms of strengthening the market relations in the Republic of Moldova, financial strategy research of 

consumer cooperatives development, scientifically based, is transferred to the rank of priority economic problems. It 
is impossible to maintain consumer cooperative as a unique and complex system without ensuring necessary financial 
resources, which growth should be based on strengthening the economic potential. During the study general scientific 
methods were used, as well as specific methods of knowledge: systemic analysis, logical-historical, structural-
functional, time analysis (dynamic, scientific abstraction, induction, deduction, statistical, etc. 

Systemic approach for elaborating the concept and model of financial stability of enterprises and 
organizations from consumer cooperatives system consists in establishing the interdependence between economic and 
financial potential, between mechanism of organization and legal regulation and methods for financial support of the 
field. 

The complex approach in researching the problems of financial support consists in the identification of 
particularities of the financial relations development in different historical periods, due to the legal regulation of the 
form of cooperative ownership. 

This paper aims to promote the field of consumer co-operatives in the Republic of Moldova, to analyze its 
role within social economy and give directions for its financial stability. 
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1. Introduction 
 

Consumer co-operatives are at the boundary between economic and social spheres, being 
marginalized by economic approaches because of the fact that the main principles of 
microeconomics – presence of individual interest and maximizing profits – have a limited 
applicability. 

Defined as “a form of work organization in which several persons work together and with their 
own means of production, in the same process or in different processes, but economically linked 
between them, depending on each other to achieve finite material goods necessary to the society” 
[2], consumer co-operative was and is still subjected to a long process of change both in terms of 
organizational structures, and, especially, of the results achieved.  

The activity of enterprises from consumer co-operative system is subject to intensified impact of a 
number of factors, where a primary role is played by permanent changes in legislation, 
competition, technological development, computer information processing, interest rate and 
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exchange rate fluctuations on the background of continuous maintaining of inflation. Because of 
the fact that these enterprises lost their monopoly in the countryside, trade and other fields of 
activity, including acquisitions, which hold a special place, managers face a number of issues 
relating to strategy and tactics of their operation, organization of timely activity and efficiency of 
resource management.  

This article is mainly aimed at analyzing the main tendencies of consumer cooperatives registered 
in the Republic of Moldova. It is an exploratory study and also an explanation of the co-operative 
phenomenon in the country and of its positioning within the system of national economic relations. 
 
 
2. Evaluation of consumer co-operatives efficiency 

 
Viability and development of an enterprise depend on financial stability which is influenced by 
many internal and external factors like: manufacture and sale of competitive goods on the market, 
the high level of infrastructure and the implementation of modern technologies, secure economic 
agreements with partners; rhythmicity of resource rotation, the efficiency of economic and 
financial transactions, the low level of risk in the production process and financial activity etc. 

The mission of consumer co-operatives today lies on expanding participation of the system in the 
saturation of consumer market with goods and services, creating a well-developed social 
infrastructure in rural areas, increasing employment, enhancing food security.  

Attraction of additional financial resources by rural co-operative entities is limited by the lack of 
funds from local budgets and low purchasing power of the population. The lack of financial 
resources leads to difficulties in expanding the range of goods in retail trade. The prices for basic 
necessities are steadily increasing; the operating costs are increasing too because of the long-term 
storage of the main food groups.  

The main directions that consumer co-operatives should follow are those estimated in forecasts of 
economic-financial indicators together with their own development programs within the system, 
and not at least in the Strategy for the consumer co-operatives development. 

To achieve strategic objectives, the consumer co-operatives have some economic and financial 
potential: the Central Union of Consumer Co-operatives includes 112 enterprises and co-operative 
organizations, the operational result of activity in 2012 was 5.6 million lei (registering a slight 
decrease of about 12 percentage points compared to the previous year). Co-operative organizations 
have their own current assets of about 15 million lei. The volume of retail sales last year totaled 
about 776 million lei, or 127.6% compared to the previous year. 

However, partnership and collaboration were intensified with regard to external relations: training 
of different specialists was organized, based on the exchange of experience between local and 
foreign experts, assistance was given to economic agents from the system for obtaining and 
compiling economic information, marketing research and analysis on foreign markets were made; 
competitiveness was increased, competitive power and system’s international image was 
improved, participations in different projects were recorded, different steps to optimize the 
organizational structure of consumer co-operatives were taken, etc. 

After the collapse of the Soviet Union consumer co-operatives experienced deterioration of 
relations between members of co-operatives and consumer co-operatives due to lower share of 
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funds in the total social capital of co-operatives, destruction of service networks and of materials, 
reduction of production activity, etc. Co-operative assets value at that time was over 1.5 billion lei. 
The share of consumer co-operatives from total republican trade declined from 45% to less than 
5%. Phenomena occurring in the national economy during transition to market economy have 
deeply affected consumer co-operation. Termination of contracts as well as of business discounts, 
sales, rental and liquidation of facilities, co-operatives merging, unfair competition, emergence of 
supermarkets and of intermediaries “army”, de-capitalization following evaluation of goods under 
inflation, collapse of manufacturing- and procurement sectors services - all these led to massive 
erosion of fixed capital and circulating, i.e. de-capitalization of the entire co-operative system of 
the country. Multiple co-operative activities developed the necessary conditions for strengthening 
consumer and business values. The main causes of current situation in the system of consumer co-
operatives are the consequences of the economic crisis of the 90s of the twentieth century, 
including: 

 reduction of state financial aid;  
 loss of relations between major suppliers and consumers of goods and services;  
 preservation of organizational and functional structure outdated in terms of management 

and control;  
 superficial evaluation of operational activity results, thus avoiding financial strategy-

based development perspective;  
 reduction of agricultural output;  
 lack of competitive advantages compared to large companies producing goods and 

services. 

Currently, the tendency toward reducing the growth of profits rate and overall profitability as well 
as highlighting the imbalance in the ratio of own and borrowed funds for current activity and 
reproduction lowers the chances of attracting external financing funds. Within consumer co-
operative system of the Republic of Moldova over 50% of businesses and organizations are 
unprofitable. Therefore, one of the basic conditions for economic stabilization of entities from the 
system is creation of a coherent system of financial security. 

The issue of financial support to consumer co-operatives is growing rapidly, especially for 
businesses in the South and rural areas. These entities face a significant lack of financial resources 
and their volume of activity is two to three times lower compared to other entities in the system. 

In order to solve this problem it is necessary to create a scientifically-based financial mechanism 
for implementing the concept of co-operative enterprises and organizations based on increased 
share of total financing sources, economical and judicious use of loans from financial institutions 
and co-operatives’ members, and attracting external financing sources by adopting specific 
programs of state financial support to co-operatives, also equalizing their rights with those of other 
entities. In this case, it requires assigning equal rights to participate in the development of 
government programs to obtain preferential investment credits, for the supply of agricultural 
products purchased from the public both for the public and local markets. Moreover, addressing 
financial stability of cooperative enterprises is hampered by lack of modern fundamental research 
that integrates knowledge gained from the development of financial relations and strengthening the 
foundations of co-operative ownership. The studying methodology consists of fundamental 
assumptions within economic theory: the theory of value, growth theory, the theory of competitive 
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competition, scientific work in the country and abroad regarding problems of interdependent 
relations of ownership and finance, economic, financial and investment analysis, financial 
management and legal and normative documents regulating financial relations within consumer 
co-operatives. In order to raise additional capital and stimulate the interest of rural residents to join 
consumer co-operation it is absolutely necessary to make payments toward consumer co-
operatives, given the correlation between the growth rate and the share of own sources in terms of 
profit distribution net payments to co-operative members.  

As evidence documenting the historical development of consumption co-operation trends, the 
organization of financial relations, in terms of analysis, is determined by the legal-organizational 
form, management, etc.  

The implementation of this mission is impossible without active participation of co-operative 
consumers within national priority projects.  
 
 
3. Financial development of consumer co-operatives  

 
In the conditions of economic globalization it is necessary to assess the impact of cash flows on 
entrepreneurial structures, not only in terms of modern ownership relations and territorial 
management characteristics of the movement of funds, but also in terms of influence of the global 
financial market situation.  

Resource rating of current assets efficiency for loan purposes is an advanced method that should 
be applied in the practice of co-operative entities for calculating the coefficients of return on equity 
and on debt. As a basis for these calculations cash flows- and financial statements indicators 
should be taken.  

The technique of attracting alternative sources in consumer cooperatives, which involves 
expanding the types of activities, should be based on effective methods of public regulation of 
business activity and consumer co-operative system, in particular, of consumer market segments in 
districts where it is possible to develop the local market for goods and services. Optimal values of 
the coefficients of financial stability are obtained not only at the expense of forming a rational 
structure of funding sources, but also as a result of employing effective methods for the use of 
revenues, expenses, profits and borrowed capital. 

Study of the methodology of financial relations within the co-operative consumer system, 
determined, as a whole, in terms of ownership forms development has shown that the most 
difficult part is the development of appropriate management principles for financial relations that 
are established between the subjects of co-operative consumer system and representatives of 
public power in localities.  

Analysis of the management practice regarding financial relations within the co-operative 
consumer system reveals that there are no basic approaches to ensure the effectiveness of system’s 
operation so far. Dynamic development of the co-operative consumer market is affected by the 
shortage of financial stability of enterprises and co-operative organizations. The main condition for 
ensuring financial stability lies in the development of financial strategy directed towards creating 
the financial potential, appropriate co-operative consumer needs within market relations, including 
assessment of possibilities for future growth.  
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The financial potential of enterprises from co-operative consumer system must be determined by 
own and borrowed sources sufficiency taking into account their optimization.  

Assessment of economic and financial situation of co-operative consumer shows the decrease of 
activity, including in rural areas, of the number of people served as well as co-operative members 
giving up co-operative activity. At the same time, the study of co-operative consumer system 
infrastructure indicates its gradual reduction. 

Regarding the documenting of sources of funds, we find that they are made up, especially, from 
own funds, including additional capital. At the same time, the trend of share capital reduction, as a 
result of continuous decline in the number of cooperative members, in the last ten years showed a 
double drop.  In our opinion, for the substitution of the need for financial resources, consumer 
cooperatives must proceed to their own sources policy, the same applying to lent sources.  

It was found that own sources are characterized by the following positive aspects: 

1. Easy to attract, the decision to increase owner’s equity is taken within the company without 
partners’ agreement; 

2. High rate of return in all spheres of activity due to the fact that their use is free; 
3. Financial stability of the developing enterprise, long-time solvency, and as a result - 

reduction of bankruptcy risk. 

However, own sources also have some shortcomings: 

1. Limiting the amount of attraction and real opportunities to expand the business in good 
times for the market; 

2. High cost compared to alternative sources of formation of current assets. 

Another source of financial development of consumer co-operatives business is borrowed 
resources having the following positive aspects: 

1. Ample opportunities for attraction, especially with high credit rates; 
2. Lower cost compared with own sources cost because of tax evasion;  
3. Possibility to increase own capital rate of return. 

At the same time, the use of borrowed resources has several disadvantages, namely:  

1. Their use leads to risks for enterprise activity: the risk of losing financial stability, liquidity 
and solvency risk. The risk level of these categories increases together with the increase of 
using borrowed resources; 

2. Current assets consisting of borrowed sources give a lower profit because of interest rates 
paid to use these sources; 

3. Cost of borrowed sources depends on market conjuncture; 
4. Guarantees needed to attract this kind of sources. 

Effective financing of the planned volume of activity can be made using the bank loan as a 
borrowed resource. It has a wide range of destinations so it can be used for financing different 
types of assets. A bank loan represents money offered by the bank to its client to satisfy his 
necessities, given for a determined term and for a reward (interest and commissions).  

Lending bank loans is a part of bank policy to attract resources, by setting conditions to attract, use 
and insurance. When using a bank loan we have to take into account that differentiation economic 
lever should be lower than zero: 
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DEL=Ra – r     (1) 

DEL – differentiation economic lever, 
Ra – assets return rate, 
r – interest rate for bank loan. 

 

Bank loans can improve enterprises’ assets rate of return as well as the rate of return on their 
current assets, or to make it lower. 

By increasing the proportion of borrowed capital in the formation of financing resources a more 
judicious and cost-effective management of the capital borrowed should be ensured, including for 
resources borrowed from the population on the basis of budget funds preparation, through 
application of advanced methods for the efficient use and effective debt management methods.  

Another important element for ensuring financial development is the commercial credit, which is a 
way to delay payments for purchased merchandise. It is a part of additional attracted sources.  

Commercial credit has several positive aspects: 
- is adaptable in terms of financing the part of current assets with lower liquidity – stocks of 

merchandise and materials; it allows to increase the volume of commercial operations and to 
gain additional income, 

- has a lower cost than all kinds of financial loans, 
- decreases the duration of commercial cycle thus allowing to use fewer funds to finance 

current assets, 
- it is easy to obtain compared with other credit categories employed by the company. 

Commercial credit also has the following disadvantages: 
- it can be used only to satisfy the needs in financing stocks of merchandise and materials, 
- it is limited in time, the grand period is reduced to few months, 
- has a high risk, because it is not insured. 

All positive and negative aspects of commercial credit have to be taken into account by company 
during its activity. 

Obvious impacts on the financial security of consumer co-operatives have natural factors and 
branches. The main features of branches which define specific financial relationships within 
consumer co-operatives are based on the nature of co-operative properties and on the 
organizational structure of the system.  

Formation of higher costs and lower incomes has a negative reflection upon the financial results of 
the business and upon its financial situation. Lack of net profit in the last years or recording its 
insignificant quantities (for example, in 2013 it was about 2 million lei) makes difficult the 
constitution of consumer co-operative funds, handling financial resources and using financial 
management instruments for increasing them. 

This fact needs performing a step-by-step costs management using different techniques and 
methods; application of contemporary models, management of stocks, application of effective 
methods to costs management and selection of accounting policies; development and 
implementation of specific programs to reduce costs and expenditure to the level of the co-
operative entities taking into consideration the results of their activity. Improvement of 
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management policy in the field of costs, use of commercial activities and implementation of social 
services imply the need to use risk and budget management systems aimed towards optimization. 

We strongly believe that consumer co-operatives designed in an economic manner and correlated 
with management as well as following a proper investment policy can revive, coming in a 
welcoming significant segment of consumer demand in terms of need for workers or producers 
adequate to their organizational forms. 

 
 

4.Сonclusions 
 

Consumer co-operatives should solve one of the biggest problems – existing poverty in the 
villages – i.e. to create new workplaces, to deal unemployment, to offer rural population complex 
commercial services, also to be able to get through the International and CIS Co-operative systems 
into foreign markets. In our opinion, this entity is the only force that can help rural population with 
poverty reduction as well as with money generation for millions of peasants by enlarging 
agricultural production services and purchase of agricultural production, medicinal plants, forest 
plants, by developing popular crafts. 

However, in order to increase the efficiency of co-operative enterprises and improve their financial 
situation the use of resources, both equity and borrowings, is welcome. 

We conclude that consumer co-operatives will bring their contribution to the renewal of the 
economy as a whole, creating a competitive economy, promoting green economy, creating value 
based on growing economy, knowledge and social inclusion of citizens. 
 

 
REFERENCES 

1. Law on consumer co-operatives no.1252 of 28.09.2000 
2. CRIŞAN, I. Consumer co-operatives - evolution, structure, development strategies. – Buc.: Editura 

Universitară, 2010.  
3. BORZAGA, C., DEPEDRI, S., ERMANNO, T. The role of co-operative and social enterprises: a 

multifaceted approach for an economic pluralism. In „Euricse Working Papers”, N. 000/09, 2009. 
4. САЛИХОВ, Х.М., ХАМЕТОВА, Н.Г. Consumer cooperatives: status and prospects of its development in a 

market economy // Российское предпринимательство. — 2004. — № 6 (54). — 91-95 p. Disponibil: 
http://www.creativeconomy.ru/articles/7818/ 

5. МАКАРЕНКО, А.П. Theory and history of co-operative movement. – Москва: ИКЦ «Маркетинг», 2002. 
6. SĂULEAN, D. Defining the Co-operative Sector in Romania. – Buc.: FDSC, 1998. Available online at 

www.fdsc.ro. 
 
 


	The experience and opportunuty of implementation of research based academic aducation at trade Cooperative University of Moldova
	Competitive environment on the financial banking market of the RM
	Modeling of accounting aspects of financial results
	The economic and accounting approach to services
	Bologna issues in the context of globaliyation
	Consumer proprieties of natural semis from musc duck meat
	Methodological basis in the development of professional competence of accounting students
	Major trends in preschool education funding in the RM
	Accounting and tax depreciation of fixed assets_Methodological problems and ways to solve them
	Network and public goods in network economics web market perspective
	New ways to ensure financial development of consumer cooperapatives

