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Abstract: In this article an appraisal of the Greek regional incentive provisions enacted in the past is 

attempted. At a first stage, the exposition of some theoretical arguments, that should be followed in the 

planning of every regional incentive process, and which are very well founded, is given.  These theoretical 

arguments are derived from a geometric and algebraic exposition of the regional problem. At a second stage, 

the Greek regional incentive structure is reviewed to see whether it was in accordance with the powerful 

theoretical arguments presented.  It was shown that no proper consideration was given to the importance of 

labor subsidies as a means for the solution of the regional unemployment problem, while capital cost 

differentials existed to an extensive degree. A shift of investment then to developing areas was found, which 

could have contributed to the provision of regional investment subsidies. But it was indicated that capital 

intensive industries were those that had caused the shift and thus investment incentive provisions did not 

succeed in resolving the regional unemployment problem.  

 

Key words:  tax incentives, regional economics, discriminatory factor prices 

 

JEL codes:  R58 

 

 

1. Introduction 

 
Discriminatory factor taxation within the same geographical region, but among various industries or 

even among firms in the same industry, has been shown (Anastassiou, [2]) to exercise its effects on the 

economy’s total output. Using general equilibrium analysis of production and exchange it was indicated that 

national output was caused to be at lower levels than the production possibilities of the economy, and this 

was also manifested for the Greek case. If one wants to analyze the effects of discriminatory factor prices, 

but now at a regional level, one has to consider the specific characteristics of the regional problem. These 

characteristics are mainly two. Firstly, that the existence of national wage bargaining imposes fixed wage 

rates that are faced by all firms. Secondly, one of the two main factors of production, namely labor, is taken 

to be immobile between various regions.  

The first characteristic is mainly derived from casual empiricism (Archibald, [4]) and it can be 

explained only by the existence of a certain degree of labor market imperfection. It is national wage 

bargaining that imposes higher rates than the opportunity cost of labor that can be found in various areas 
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of different effective demand. The imposition of national wages prevents workers from bidding down 

wages for creating more jobs, or conversely, firms cannot employ cheaper labor. The characteristic of 

labor immobility can be attributed to various reasons. One of them is very much related to the 

unresponsiveness of wage differentials to the marginal product of labor. Higher productivity cannot be 

met by higher wages and labor with lower productivity (or labor with lower opportunity costs due to 

excess labor supply) cannot be absorbed due to national wage fixing. Lack of information about 

prospective labor opportunities, or even to conditions of living, schooling, housing, etc., can be another 

reason to prevent workers from moving (Sjaastad, [8]). Information is indeed very much crucial to the 

operation of the labor markets. Finally, potential migrants could have been reluctant to migrate due to 

certain costs (either pecuniary or ‘psychic’ as they are called) involved in every move.  

 

2. A geometric treatment of the regional problem  
 

Following the explanation of the two labor market characteristics, the regional problem can now 

be presented. A geometric treatment will be given first, while an algebraic explanation of the same 

problem with the relevant cures suggested will be presented next. In principle the diagrammatic 

treatment is a simplified version of the algebraic explanation presented originally by Johansen [5] and 

extended later by Archibald [4] to a British setting (see Sumner, [10]). The geometric presentation will 

help clarify the regional problem before any cure is attempted on the basis of theoretical arguments.  If 

we suppose the two producers A and B of goods X and Y to be situated now in two specific 

geographical regions A and B or +graphically at points AX and BY of the Edgeworth-Bowley box (Fig. 

1) and face no factor price differentials, their various isoquants formed by alternatively changing capital 

and labor endowments should be tangent to each others' on successive points of the line AXBY. Since 

labor is assumed immobile and each region's share is determined, say, by the line LALB,  the only 

possible attainable point on the efficiency locus will be point P (tangency  of A1A1, B4B4   isoquants).  

Supposing there is high production activity in region A (taken to be the more developed area), and pro-

ducer A wanted to increase his production to A2A2, equilibrium  cannot be attained at  point R where B's 

product will be B3B3,  because the excess 

 

 
Figure 1: Production and labor immobility 
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labor required for this production is not available in region A. To attain points on the constraint L ALB 

other than P factor prices should differ. So a first observation is noticed relevant to the regional problem 

and this indicates national production at levels (point Q) below the maximum attainable as defined by 

the economy's production possibility frontier AXBY (see also Fig. 2).  Suppose production takes place at 

point Q along  LALB  with A producing A2A2 and B producing B2B2. Production at this point assumes 

that factor prices are free to vary so that markets could clear with the appropriate factor price 

differentials created automatically.  If factor prices are decided at a national level, while the labor 

market is assumed to clear in the region of high production activity (that is producer A, employing all its 

region's available labor, can still produce at the A2A2 level), producer B cannot remain anymore on the 

level of B2B2 production.  Using the rest of available capital he can only produce along the horizontal 

line through Q and at a point of tangency of an isoquant and an isocost line.  This will be point S where 

the isocost at this point has the same slope with producer's A  isocost at point Q,  taken the slopes of 

isocosts to represent the marginal rates of technical substitution. Unemployment then of the amount QS 

in region B will be the result of national wage fixing while the national production wi ll be reduced even 

further, as indicated by point S in the economy's output possibility plane of Fig. (2). So the two main 

features of the   

 

 
regional problem derived from the above geometric analysis, and which are common to  every economy 

with various regions with a differential degree of development, are indicated to be production below the 

economy's maximum possibilities and a persistent rate of unemployment in its less developed regions.  

 

3. Fiscal policy and the regional problem 
 

Up to now no mention was made about factor price subsidization and more generally on the role 

of fiscal policy for regional development.  This is the next task.  Given that labor is assumed to be 

immobile, unemployment in a region has been suggested to be cured by subsidizing it. This will become 

clear by developing a powerful theoretical argument attributed to Leif Johansen [5]. He has further 

indicated the inappropriateness of fiscal policy in providing regionally discriminatory subsidies to 

capital, a factor that is considered, due to its mobility, to be common to all regions.  
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          Figure 2: Labour immobility and output 

 

X 



 
ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp. xxx-xxx      

URL: http://www.reaser.eu      

e-mail: editors@reaser.eu      
 

4 

Johansen's argument is developed within a linear programming framework where he assumes the 

existence of two regions (A and B) each one involved in two production processes, and each one 

employing two regionally-specific but industrially mobile factors and another factor which is assumed 

to be common to both regions (that is a perfectly mobile factor). This is of course a more general case 

than the geometric formulation presented earlier. The notation is as follows: 

   x1,  x2:   the outputs of the two production processes in Region A.  

   y1, y2:   the outputs of the two production processes in Region B.  

 V1 ,V2:   the total amounts available of the two regionally specific factors in  

                Region A.  

             W1, W2:   the total amounts available of the two regionally specific factors in    

                Region B.  

         F:   the total amount available of the common factor (a factor that is not    

                tied to any particular region).  

        aij:   amount of the ith resource of Region A used in the jth production   

                process in Region A.  

       bij:   amount of the ith resource of Region B used in the jth production   

                process in Region B.  

                g1, g2:   amounts of the common factor F used in  the two production      

                processes in Region A.  

                h1, h2:   amounts of the common factor F used in the two production    

                processes in  Region B.  

In linear programming analysis x1, x2, y1, y2, are the choice variables of the programme and aij, bij,  their 

corresponding coefficients. The given information on the availability of resources in each region 

introduces the following constraints: 

 a11x1        +       a12x2                                                        ≤  V1 

      a21x1              +            a22x2                                                        ≤   V2 

             b11y1   +    b22y2         ≤   W1                                                           (1) 

              b11y1    +     b22y2        ≤  W2 

 g1x1    +    g2x2      +    h1y1       +   h2y2                  ≤  F 

while the set of nonegativity  restrictions which rules out production of negative outputs is:  

 x1 , x2 , y1 ,   y2   ≥  0                                                                                        (2) 

An essential ingredient of the linear programme is also the objective or policy function. This is taken to 

be the maximization of income derived from the various production processes, i.e.,  

 R   =   P1x1   +  P2x2   +   Q1x1    +    Q2x2                                                       (3) 

where the P’s and Q’s are the product prices. While the analysis is confined to only two  regions and two 

production processes it can very well be extended to an arbitrary number of regions and processes (as 

well as resources) in which case the maximand will be the national income. 

The optimal solution to the above problem will indicate the amounts of output to be produced.  

To find the accounting (or shadow) prices (as are defined in linear programming) of the resources 

involved in an optimal solution one needs to consider the dual programme.  If the choice variables of the 

dual are called r1,   r2,   s1, s2, u, and the rules of transformation are applied to the primal (1) to (3) the 

dual programme takes the form: 

Minimize R* =  r1V1 + r2V2 +s1W1 + s2W2 + uF                                                           (4) 

Subject to           r1a11 + r2a21                                   + ug1     ≥   P1 

    r1a12 + r2a22                                   + ug2     ≥   P2 

             s1b11  +  s2b21  +  uh1    ≥   Q1                                                  (5) 

                                 s1b21  +  s2b22  +  uh2    ≥   Q2 

and 

                r1  ,  r2 ,  s1 , s2 , u  ≥   0                                                                      (6)  
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Obviously the column vector of constants in the primal constraints, after it is transposed, becomes the 

row vector of coefficients in the dual objective function.  Also the row vector of coefficients in the 

primal objective function is, after it is transposed, the column vector of constants in the dual constraints.  

The solution of the dual then will provide the values of r1, r2, s1, s2, u.  These values signify 

economically the valuation of the resource they are related to.  This can be seen from (4) which is a 

function expressed in value terms as it is also its counterpart (3) (profits in, say, euros).  These values 

actually indicate the accounting price (or the price used to formulate production cost) of the i
th

 resource. 

Johansen's main suggestion is to indicate what the values of these accounting prices ought to be 

so that profitability calculations made with the help of these prices will indicate which process should 

be operated.  This is done through the correspondence that is established between the optimal solution 

of the dual and primal programmes.  For example, applying the duality theorems indicates that 

whenever a process (say, x1) belongs to the set of optimal processes (and this process is undertaken, so 

that x1 > 0) the corresponding condition in (5) will be satisfied as a strict equality, i.e.  

  r1a11    +   r2a22   +   ug1   =   P1                                                                          (7) 

This further means that the accounting prices in (7) above should be such that the product price of x 1 

covers exactly the calculated cost. In the case that (7) is not fulfilled (being then a strict inequality),  x 1  

should be zero, that is the production process for x1  is not operated. So a rule is established as to 

necessary values of accounting prices for a production process to be operated.  It is through these prices 

then, as discussed below, that regional incentives could operate in trying to correct market imperfections 

in input prices and ultimately the rate of unemployment.  By observing further the system of accounting 

prices that appear in the dual and can indicate a set of optimal processes, the following principal rule is 

expressed (Johansen, [5], p. 69): 

“The accounting prices which indicate the optimal set of processes must be such that each 

common factor has the same accounting price in every region, while regional resources (even 

if they are physically the same) generally have accounting prices which differ from region to 

region”. 

 

 Obviously the accounting prices of physically similar but spatially different factors can differ.  

Supposing labor to be one such factor, one can see that although market wages in, say, two regions can 

be the same (arranged for example by some national wage bargaining) the accounting price of labor in 

the two regions may differ (compare also the earlier exposition of the problem).  Regionally 

differentiated labor subsidies then can be provided to bring the prices on which firms base their deci-

sions into correspondence with those required by the optimality conditions discussed before. According 

to the above principal rule, one can also see that the prices to be subsidized should not be those of the 

common factor. If new capital is considered as a common resource, one can see the fallacy of fiscal 

policies pursued by various governments in providing regionally discriminating capital subsidies.  

 

4. The Greek case 
 

Regional issues that are faced by either developed or developing economies are quite numerous 

and the regional economic imbalance may be corrected with the contribution of a number of policies 

available to each government. The aims of the present section are limited and concentrate mainly on 

manufacturing regional incentive provisions as one form of policy to influence regional economic 

decisions. The purpose is to try to provide some evaluation of the Greek measures used in relevance also 

to the theoretical arguments presented earlier. Our concentration on regional incentives for 

manufacturing is in accordance with the primary concern that Greek authorities have given to the 

development of the less advanced industrial sector and the attempt made to get Greece out of a quite 

dominant agricultural structure to a more industrialized one.  
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a) Capital or Labor Subsidies? 

Reviewing the Greek regional incentive legislation
2
 what can be observed in general is that the 

system’s provisions are differentiated in relevance to specific needs of each region, and this is a positive 

element of the whole system, since national objectives can be met through the regional incentive 

provisions.  There is in fact a close integration between national and regional objectives
3
.  Concentrating 

in particular on the provision of capital and labor subsidies one can observe the following: the various 

incentive schemes applied so far do not seem to have given the proper consideration to the importance 

of labor subsidies, as they enter investor's cost calculations, for the absorption of  the excess labor supply 

and thus elimination of regional unemployment.  Although some of the measures provided require the 

creation of a certain number of jobs, there is no essential labor premium in the whole system that can 

fundamentally help in the reduction of regional unemployment hence the maximization of national out-

put.  Only a very weak measure relates to the reduction of employers plus employees social insurance 

contributions, while at the same time the differentiation of capital subsidies is very marked for each 

region approaching very high levels (up to 150 per cent investment allowance, for example, for the bor -

der regions of Area E), to intensify the cost of capital differentials among the various Areas of the 

country. Given some available data from the past and for easiness of comparisons Table (1) has been 

constructed to indicate the percentage differences in the cost of the same investment good (either 

equipment or buildings) between Area A and Areas B and (C+D+E)
4
 . The use only of investment 

allowances and accelerated depreciation provisions has been employed, with the relevant rates for each 

year taken from previously reported regional incentive laws. The percentages of the Table indicate by 

how much an investment good was cheaper in Regions B and (C+D+E) in comparison to Region A. If 

one accepts the assumption of the mobility of capital, the common factor of production which should 

have the same accounting price in every region, one can see the fallacy of the Greek incentive policy in  

trying to maintain these extreme differences in the price of the common factor.  If capital cost 

differentials can be an extra reason for investment at the regional level (that is there will be a 

substitution effect), they will have adverse effects on the economy's transformation curve and on 

production below the possible maximum efficient levels (no output effect) while they are ineffectual in 

reducing regional unemployment. 

Of course the conditions for Greek regional development may be more complicated and more 

demanding than one can find in developed  economies where  the   effect   of   labor 

 

 

 

 

 

 

 

 

 

 

 

                                                           
2 From a review of the Greek incentive legislation  over the past decades, we find that main regional incentive provisions started to be 

applied from 1972 onwards (LD 1312/1972, L 331/1974, L 289/1976,  L 849/1978)  and refer mainly to an extensive use of interest 

free loans for various manufacturing activities, and the provision from 1981 onwards (L 1116/1981, and L 1262/1982), of different 

investment grants to regional investing units, in alignment also with EU’s principles and requirements.(Consider for: L=Law, 

EL=Emergency Law, LD=Legislative Degree). 
3 This is manifested administratively by the fact that there is only one governmental body, the Ministry of National Economy, which 

has the sole responsibility for both national planning and the formulation of the overall national policy.  

 
4 Areas C, D, E are interchanging in various Laws. Here, the whole Area is taken to indicate the rest of the country except the 

Departments belonging to Area A and B. For a description of Areas see later. 
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Table 1. 

Comparison of the User Cost of Capital of Various Regions to Region A 

                                                                     (% differences below Region’s A cost) 

 

Year  

Area B 

Equipment      Buildings 

Area (C+D+E) 

Equipment  Buildings 

1973  

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

   24.6 24.6            

   38.3                   28.8                     

   38.3                   28.8 

   29.8                   28.8 

   29.8                   28.8 

   24.9                   24.1 

   24.5                   23.5 

   23.5                   21.9 

   24.3                   22.4 

   24.7                   23.0 

     51.0                47.8 

     79.9                57.0 

     79.9                57.0 

     62.2(89.9)      57.0(81.8) 

     62.2(89.9)      57.0(81.8) 

     55.9(87.9)      50.7(78.8) 

     55.1(85.8)      49.7(76.8) 

     53.7(83.1)      48.3(74.4) 

     44.9                86.8 

     45.5                45.1 

  Source: Fiscal provisions given in the various Laws reported earlier in the first  

               footnote, for the calculation of  c  in Regions B and (C+D+E);  Table   

               (2),  p. 66 (Anastassiou, [1]) for comparisons to Region A. 

___________________________   

Notes:  1. For the calculation of the user cost the specification 
(1 )

( )
(1 )

tz
c r

t



 


 has 

                   been used, with 
1 (1 )

n
i

i
i

d
z

r




 


 (see Anastassiou, [1]). 

               2. Numbers in parentheses are for Area E. 

 

subsidization can be more immediate.  Among the problems of potential Greek investors in locating or 

expending at the regional level, that  have been indicated in a Greek interview study conducted by 

Kottis [6], are mentioned the shortage of skilled labor in regional areas, higher transportation costs, very 

poor infrastructure facilities, no serious provisions to cover higher costs of relocation, etc.  Setting aside 

the macro problem of government expenditure policies
5
 one should indicate at present the importance of 

labor subsidies to cover the extra labor cost created for the absorption of skilled or unskilled labor.   

Regional unemployment subsidies may suffer from the problem of identifying the marginal 

workers to which they should be applied.  They may also be politically unpalatable to some govern-

                                                           
5 The regionally directed public works expenditures, important as they may be in providing the necessary background for further 

regional expansion, are not discussed at present given the limited purpose of the present analysis to concentrate on some micro-level 

policy considerations. One should indicate though that the use of macro-policy instruments for the solution of regional problems is 

severely limited by the existence of other policy goals. Macro-policies may be expected to have also different effects in different 

regions. Regional multiplier analysis, as part of regional economics, has been involved in explaining the effects of these expenditure 

policies.  For further information see Archibald [3], Steele [9].  
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ments.  Nevertheless, employment subsidies have been tried with varying degrees of success in various 

countries. 

The percentage differences that have been found in the cost of the same investment good (either 

equipment or buildings) between Areas, indicate obviously and a possible shift of manufacturing 

investment to the regions. Using shift share analysis
6
 this is proved to be the case. Area A has decreased 

its investment while all other Regions experienced a greater growth rate of investment than the nation. 

Recalling the inoperative nature of investment allowances for marginal investment in Area A, these 

marginal projects cannot be prevented to realize in other than Area A regions. While incentives may not 

influence marginal choices they can, however, affect location decisions. 

 

b) Investment Shift and  Regional Unemployment 

Since the shift of investment to the regions has been established one needs to examine whether 

this shift has contributed towards the solution of the regional unemployment problem. The answer to 

this question relates to the form of new companies located in developing Areas.  If they were capital 

intensive in nature, little progress would have been expected towards the solution of the problem.  On 

the other hand, labor intensive industries could have contributed more to the reduction of regional 

unemployment.  Since the capital labor ratio is an indicator of the impact of investment on employment 

one can proceed in finding relevant capital-labor ratios in the different Areas and examine their change 

through the years to identify any effects of 'investment policies' on employment.  Because it is clear, 

from the recollection of incentive measures used in Greece, that the policy-makers mainly aimed to 

solve the regional unemployment problem by inducing investment to the regions.  That success needs to 

be seen. 

As regards the capital-labor ratios, mainly for manufacturing  investment in equipment, marginal 

values seem the more appropriate for present purposes.  The investment shift should mainly be 

associated with new firms towards which regional policy is directed.  These new firms are also the main 

source for the creation of new jobs.  As Sant [7] has indeed indicated there is a relationship between the 

number of moves and the employment directly associated with these moves.  Net investment then should 

enter the calculations of the capital-labor ratios. The difference of the capital stocks between two 

consecutive years will provide the relevant amounts of net investment attributed mainly to incoming 

new firms.  Since no such data of capital stock at a regional level was available, we constructed these 

data
7
 using some broad assumptions and for a period corresponding to those years reported earlier in the 

shift-share analysis.  

In Table (2) the calculated capital stock series (K t) and the derived net investment expenditures 

(It
N
) together with regional employment data for companies employing 20 persons and over (Et) are 

presented. The employment data have been derived from official statistics [see National Statistical 

Service of Greece (NSSG), Annual Industrial Surveys] but are very limited in period.  The derivation of 

negative net investment values for Area A and for the years 1976 and 1977 reflects probably the 

                                                           
6The available regional data was very limited, so reference to only few years in the past is made. The results are presented below. 

Areas G* Ratios1 for Investment in 

Equipment 

G* Ratios1 for Investment in 

Buildings 

Area A 

Area B  

Area (C+D+E)  

-0.4910 

1.1525 

4.3018 

-0.8418 

1.1283 

4.7125 
1G*=Gr/Gn is the relation between the regional (Gr) and the national (Gn) growth rates of investment for   

                   the period 1970-1980. 

___________________ 

Note: Area A refers to the Department of Attica (Athens-Piraeus and surrounding municipalities  

           including the Deme of Lavrion). Area B refers to Departments of Thessalonika, Boeotia,  

           Euboea, Corinth. Area (C+D+E) refers to the rest of Greece (all other remaining Departments). 
7 We made use of the recursive formula Kt=It+(1-δ)Kt-1  (where I=gross investment, K=capital stock, δ=physical depreciation rate, 

assumed to be equal to 0.1). Also, we adopted the assumption that each Region followed for year 1970 (the first year of available 

gross investment data) the same distribution of replacement investment δKt-1 to that of the country. 
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deficiency of the method employed, although economically a negative figure is possible, supposing 

some degree of disinvestment or the selling of capital stock of Area A to Areas B and (C+D+E).  Some 

other procedures used for a capital stock derivation had produced the same results.  

Due to the very short employment series relevant to the investigated period, reference to a very 

limited amount of coefficients can be made.  The results have  also  to be treated with  
 

Table  2. 

Average and Incremental Capital-Labor Ratios –Investment in Equipment, Companies Employing 20 

Persons and Over 

 

(In Million Drs, at Constant 1970 Prices) 
 

Υ 

 e 

 a 

 r 

                    A r e a     A 

 

  

     Kt       It
N            

Et       Kt/Et    ΔKt/ 

                                                        ΔEt 

 

                         A r e a    B 

 

   

   Kt               It
N 

Et       Kt/Et  ΔKt/ 

                                                             ΔEt 
 

               A r e a   (C+D+E) 

 

 

   Kt         It
N              

Et
             

Kt/Et      ΔKt/   

                                                                                     ΔEt  

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

13703.2      1116.2 

 

15187.7      1484.5                                                     

 

17233.8      2046.1 

 

18481.8       1248.0 

 

20217.5       1735.7  162238   0.1246  

 

20638.5         421.0   161825   0.1275   -1.0194 

 

20499.8       -138.7    167372   0.1275   -0.0250 

 

20385.7       -114.1    165800   0.1229    0.0726 

 

 7947.3      647.3                                                    

 

 8808.2      860.9 

 

10533.9   1725.7 

 

11296.7     762.8 

 

11890.3     593.6  62864     0.1891 

 

13200.6   1310.3  64498     0.2047   0.8019 

 

13665.1     465.5  67516     0.2024   0.1542 

 

14273.4     608.3  68354     0.2088   0.7259 

 5822.3      474.3    

 

 6453.0      630.7 

 

 7082.8      629.8 

   

 7545.7       512.9 

 

 8958.7     1363.0     58579      0.1529 

 

10136.5    1177.8     61552       0.1647  0.3962 

 

11920.5    1784.0     69086       0.1725  0.2368 

 

13371.4    1451.0     74684       0.1790  0.2592 

Source: For capital stock, as discussed in previous footnote.  

For employment, NSSG, Annual Industrial Surveys, Yrs 1974-1977, Athens 

 

caution due to some broad assumptions that had to be made. As it is   evident  from  this  Table, Areas B 

and (C+D+E)  present  higher capital-labor ratios than Area A, this reflecting the larger amount of 

capital per worker located to these developing Areas.  But there is also a variation in the rates found for 

Area B and Area (C+D+E), where the coefficients in the latter Area for the last two years are smaller 

than in Area B, although a higher rate should have been expected given the larger and consistently 

increasing amounts of investment shift to the developing Area (C+D+E).  This could be attributed to a 

low capacity utilization in Area (C+D+E) where possibly investment projects were  made to take 

advantage of investment provisions without any real contribution to production.  If one observes the 

changes of the incremental capital-labor coefficients in each of the Areas B and (C+D+E), one can see 

that, with the exception of 1975, the rates in each Area are increasing. This could indicate that mainly 

capital intensive industries were those that had moved to these Areas so that only a very small part of 

excess labor supply could be absorbed while the amount of capital per worker was getti ng larger.  

Investment policies then aiming to solve the regional unemployment problem had not succeeded in their 

goal and there was thus a waste of valuable capital resources.  

The present results had already been indicated earlier, where it was mentioned that it is not the 

capital subsidies that can provide a solution to the regional unemployment problem, but rather policy-

makers should aim at the provision of more labor subsidies. Without disregard to the more general 

Greek regional economic issues, an essential part of the regional incentive legislation ought to be 
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concentrated on the provision of measures able to absorb the excess labor in neglected Areas of the 

country.   

 

5. Conclusion 

 
Having explained  the two main characteristics of regional labor markets, that of labor mobility 

and wage fixing, it was shown both diagrammatically and algebraically that the two main features of the 

regional problem are a persistent rate of regional unemployment and a deficient national production, i.e. 

production below the maximum attainable levels. The algebraic explanation indicated further a 

prescription for the solution of the regional problem, that of differentiated labor subsidies in amounts 

pertinent to investors' cost calculations in their production-planning process, and not the provision of 

capital cost differentials.  On the basis of these facts an evaluation of the Greek regional incentive 

policy was made to indicate the discrepancy between the regional incentive measures used and the 

above-prescribed conditions. More specifically it was shown that no proper consideration was given to 

the importance of labor subsidies as a means for the solution of the regional unemployment problem, 

while capital cost differentials existed to an extensive degree. A shift of investment then to developing 

areas was found, which could have mainly contributed to the provision of regional investment subsidies.  

But it was indicated that capital intensive industries were those that had caused the shift and thus invest-

ment incentive provisions did not succeed in resolving the regional unemployment problem; furthermore 

these provisions could have provided the basis for national production below the economy’s maximum 

attainable possibilities. The main conclusion is that a more efficient regional policy is needed regarding 

the provision of industrial incentives, consistent with some theoretical principles that have been well 

founded.  
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Social economy: going local to achieve the Strategy Europe 2020. 

Romania Case. 

Cristina Barna 
1
 

  

1
 University of Bucharest, Romania  

Pro Global Science Association, Romania 

 

Abstract. Social economy could be considered a response to the crisis in Europe, a new European 

economic system able to unlock social innovation, growth and jobs and to achieve the set of ambitious 

objectives to be reached by 2020 in the five main areas: employment, innovation, climate change, education 

and poverty. Its role is recognized at EU level: in April 2011 the European Commission delivered the final 

text of “Single Market Act – Twelve levers to boost growth and strengthen confidence”, where lever 8 is 

“social business” with the goal to encourage social entrepreneurship, so all the actors of the single market 

who have chosen to pursue not only financial profits as a goal, but also social, environmental or ethical 

progress. Moreover, social economy is present in draft regulations regarding EU Cohesion policy 2014 – 

2020. Support to social entrepreneurship figures among the future investment priorities of the Regulation of 

ESF and of the Regulation of ERDF. In this very supportive European context, in 2011 Romania begins to do 

the first steps towards the social economy, thanks to the SOP HRD 2007-2013 projects financed by ESF, Key 

Area of Intervention 6.1- “Developing Social Economy”. This paper presents also an overview of the 

conceptual framework of social economy, focusing on the emergence of social enterprise - an alternative 

model to the profit maximizing firm, not regulated yet in Romania, but more viable in the current socio-

economic context: changes in the demand for and supply of welfare services, bottom-up mobilization, 

emergence of new types of enterprises and concepts. In the last part, the paper analyses in details the 

Romania case – the history of social economy in Romania, key-actors at present, the first statistics on social 

economy from “Atlas of Social Economy – Romania 2011”, the present challenges and the future directions.  

Keywords: social economy, social entrepreneurship, social enterprise, Strategy Europe 2020 

JEL Codes: L30, L31 

1. Social Economy at EU-level 
 

More and more, social economy could be considered a response to the current eco-socio-economic crisis. 

Social economy is able to unlock social innovation, growth and jobs and to achieve the set of ambitious 

objectives to be reached by 2020 in the five main areas: employment, innovation, climate change, education 

and poverty. Developing social economy could mean sustainable, largely non-exportable jobs, social 

inclusion, improvement of local social services, and territorial cohesion. Considering these positive effects, 

years 2010 and 2011 represented for EU years of efforts’ acceleration towards a highly competitive social 

economy (See Fig.1). 
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Fig.1 – The EU’s most recent steps towards social economy  

 

 Regarding Lever 8 “Social Business” of “Single Market Act”, it has the goal to encourage social 

entrepreneurship, that is to say all the actors of the single market who have chosen to pursue not only 

financial profits as a goal, but also social, environmental or ethical progress. It can be a real source of more 

jobs and social inclusion. This goal will be attained by helping the development of ethical investment funds 

by taking advantage of the financial leverage of the European assets industry. Also, there are proposed 

complementary actions such as: legislative proposals on the transparency of the social and environmental 

information provided by businesses; development of a European legal status for foundations; associations, 

cooperatives; initiative for social entrepreneurship; communication on corporate social responsibility. 

 In 2010, the social economy in Europe employed 11 million people, i.e. 6% of the active population 

of the European Union. The non-profit sector in Europe contributed to 5% of the GDP and about 40 million 

employees, i.e. 20% more than the transportation industry for example (but this was structured around a 

variety of different type of legal status). 

 The future of social economy in Europe depends on the involvement of a lot of institutional 

stakeholders, mainly: EC – DG Enterprise and Industry, Unit Crafts, Small Businesses, Cooperatives and 

Mutuals, EC – DG Employment, Social Affairs and Equal Opportunities, Social Economy Europe, 

International Association of Mutual Benefit Societies, Cooperatives Europe, European Council of 

Associations of General Interest (CEDAG), European Network of Cities and Regions for the Social 

Economy (REVES). The future of social economy in Europe begins with an Action Plan to support social 

entrepreneurship in Europe (eleven key actions to be launched before the end of 2012) which focuses on 

improving access to funding, increasing the visibility of social entrepreneurship and improving the legal 

environment. Only by achieving these priorities, Europe can reach social innovation - meeting the unmet 

social needs and improving social outcomes. 
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2. Conceptual framework: social economy, social entrepreneurship and the 

emergence of social enterprise  

 
Social economy, known also as a non-profit sector or third sector represents a sector which plays a crucial 

role in providing many goods and services, in supporting sustainable socio-economic development, and in 

reducing poverty and marginality. The concept of social economy, French in origin, refers to organizations 

sharing certain features, like aim to benefit members or community. More precisely, social economy refers to 

entities with a wide range of organisational forms, such as cooperatives, mutual aid societies, associations, 

foundations, and also organizations that play non-economic roles, including advocacy and participation. 

Jacques Defourny proposed for European Research Network the following definition of social economy, 

accepted as a working definition by the academic and research world: “the social economy gathers 

enterprises of the co-operative movements, mutual benefit and insurance societies, foundations and all other 

types of non-profit organizations which all share some principles making them correspond to the "third 

sector" of modern economies”. 

 

The concept of social entrepreneurship covers a broad range of activities and initiatives: social initiatives in 

for-profit businesses, institutional entities pursuing a social goal, relations and practices that yield social 

benefits, entrepreneurial trends in non-profit organizations ventures developed within the public sector 

(according to Johnson, 2000; Roper and Cheney, 2005; Mair and Marti, 2006, quoted from Borzaga, Galera 

– EURICSE paper). Also, EURICSE researchers Borzaga C. and Galera G., proposed two definitions for 

social entrepreneurship:  

 Broad definition: social entrepreneurship is a mindset that can have a place in any business and 

setting (Roberts and Wood, 2000), in the for-profit, non-profit, public sector or across sectors, such 

as hybrid organizations, which mix for-profit and non-profit approaches (Austin, Stevenson, and 

Wei-Skillern, 2006). 

 Narrow definition:  social entrepreneurship is located strictly in the nonprofit sector and it refers to 

the adoption of entrepreneurial approaches in order to earn income.  

     

The emergence of social enterprise is argued by the current socio-economic context: changes in the demand 

for and supply of welfare services, bottom-up mobilization, emergence of new types of enterprises and 

concepts. As Joseph Stiglitz, Nobel Prize for Economics, said in 2009: “we …have focused too long on one 

particular model, the profit maximizing firm, and in particular a variant of that model, the unfettered market. 

We have seen that the model does not work, and it is clear that we need alternative models.” Social 

enterprise could be an alternative model. Generally, social enterprise refers to ‘different way’ of doing 

business and providing general – interest services. It is a specific type of institution that is supposed to 

perform in addition to public and for profit enterprises. It encompasses the entrepreneurial component of 

non-profit sector and the most innovative component of the cooperative movement. More clearly, social 

enterprise represents a new entrepreneurial form combining a social aim with business management. 

The most recent definition of social enterprise is proposed in Social Business Initiative Brussels, 25.10.2011, 

COM (2011) 682 final: “a social enterprise is an operator in the social economy whose main objective is to 

have a social impact rather than make a profit for their owners or shareholders. It operates by providing 

goods and services for the market in an entrepreneurial and innovative fashion and uses its profits primarily 

to achieve social objectives. It is managed in an open and responsible manner and, in particular, involve 

employees, consumers and stakeholders affected by its commercial activities.” 

According to EC, DG Enterprise and Industry, 2011, the features of social enterprises can be divided in two 

categories:  

1. Economic and entrepreneurial nature of initiatives: 

 Continuous activity of producing goods and/or selling services  

 High degree of autonomy  
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 Significant level of economic risk  

 Minimum amount of paid work  

2. Social dimension of the initiatives: 

 An initiative launched by a group of citizens  

 A decision-making power not based on capital ownership 

 A participatory nature, which involves the persons affected by the activity 

 Limited profit distribution  

 An explicit aim to benefit the community  

But why social enterprise becomes so important in the context of the Strategy Europe 2020? 

 

 
Fig. 2 Social enterprises and Strategy Europe 2020 

 

3. Social economy in Romania  

 
In Romania we can speak about social economy starting with the year 1835 (see Fig.3). 
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Fig.3 History of social economy in Romania  

(in base of Research Report on Social Economy in Romania from a Compared European Perspective, 

MLFSP, Bucharest 2011, p.35) 

 

 

Romania begins to really consider social economy as a viable alternative, thanks to SOP HRD 2007-2013 

financed by European Social Fund, Key Area of Intervention 6.1. Developing Social Economy.  As example, 

first statistics about social economy – in Atlas of Social Economy  - Romania 2011 were collected and made 

available to the public in the framework of a SOP HRD project implemented by Civil Society Development 

Foundation.  In October 2011, it was issued the Research Report on Social Economy in Romania from a 

comparative European perspective, in the framework of another strategic SOP HRD project implemented by 

Ministry of Labor, Family and Social Protection.  In December 2011, the project of the Social Economy Law  

and the Strategy for the development of social economy in Romania on medium term were in public debate.  
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At present, the main key actors of Romanian social economy are: associations and foundations (with interest 

for organizations with economic activities or which deliver services), cooperatives (craftsmen’s cooperatives, 

consumers’ cooperatives, credit cooperatives) and mutual societies (mutual aid societies for employees and 

for retired people). Romania has other forms of social economy entities too, such as authorized protected 

units and commercial companies of NGOs, and new forms in debate: work integration enterprise, social 

cooperative (Law of Social Economy) or social entrepreneur (Law of Social Entrepreneur).  According to the 

Atlas of Social Economy – Romania 2011 elaborated in the project SOP – HRD “PROMETEUS – Promoting 

social economy in Romania by research, education and training at European standards”, social economy in 

Romania includes a number of approximately 70,000 registered organizations, from which a number of 

25,744 have been identified as active, being in Romanian NIS statistics. In 2009, social economy represented 

3.,3% of total Romanian remunerated labour force (163,000 jobs);  it grew from 3% in 2007 to 3.3% in 2009, 

which demonstrated the resistance of social economy in front of the economic crisis.  As the data from Table 

1 show, the highest values of the relation total income / total employees – were  registered for cooperatives 

and NGOs. 

 

Table 1: The relation total income/total employees for Romanian social economy entities 

Fiscal Year 2009  Total Employees  Total Income/ Total 

Employees (Lei)  

Associations and Foundations  
109,982  39,266  

Mutual Aid Societies  
18,999  12,155  

Cooperatives  
34,373  43,192  

     Source: Atlas of Social Economy – Romania 2011 

In 2009, the most representative fields for NGOs were social/charity and sport, followed by educational 

field, agricultural associations/communities, culture and religious organizations. 

  

Table 2: Diversity of activity fields of Romanian NGOs 

Main activity fields of NGOs  2009  

(total NGOs)  

2009  

(% of total NGOs)  

Social  and Charity  5522  23.9%  

Sport and hobby activities  4103  17.8%  

Education, Research and 

Professional Training 

2456  10.6%  

Agricultural 

Associations/Communities  

2278  9.9%  

Culture  2133  9.2%  

Religious organizations  1852  8.0%  



 

ISSN: 2247 – 6172 

ISSN-L: 2247-6172     

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012), pp. 20 

URL: http://www.reaser.eu      

e-mail: editors@reaser.eu      
 

 Source: Atlas of Social Economy – Romania 2011 

 

The development of social economy in Romania in the next years could have positive consequences: local 

development and social cohesion, linking economic activities to the local needs, sustaining activities at risks 

(e.g. crafts) and generating social capital, social services of general interest, social innovation and the 

rectification of the three major labor market imbalances: unemployment, job instability, social and labor 

market exclusion of unemployed people. 

As conclusions, I propose for reflection a paragraph by Mohammad Junus, Founder, Grameen Bank; Nobel 

Peace Prize Laureate in 2006: “The wonderful promise of social business makes it all the more important 

that we redefine and broaden our present economic framework to create the world that we all want. We don't 

want to see our economic framework continue to pull us backwards. We need a new architecture of 

economics that will free us once and for all from the crises that surround us. Now is the time for bold and 

creative action--and we need to move fast, because the world is changing fast. The first piece of this new 

framework must be to accommodate social business as an integral part of the economic structure. In just a 

few short years, social business has developed from a mere idea into a living, rapidly growing reality. It is 

already bringing improvements into the lives of many people and is now on the verge of exploding into one 

of the world's most important social and economic trends.”  
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Abstract: In India the rural population increased from 299 million in 1951 to 833 million in 2011, cultivators and 

agricultural workers from 97 million to  263 million, whereas the share of agriculture in GDP decreased from 60-70% 

in 1950s, to 19% in 2004-05 and  less than 14%  in 2011-12. The average size of land holdings has decreased to 1.2 

hectares. The 67% holdings are below 0.4 hectare and 84% are below 2 hectares. There is underemployment of work 

force. This unorganized section of society is the most vulnerable. To uplift them various schemes were started. The 

amount spent on which has increased from 10.46 per cent in 2003-04 to 19.46 per cent in 2009-10. But the outcome of 

these programmes has not been very encouraging.  

To address rural unemployment the Mahatma Gandhi National Rural Employment Guarantee Act guarantees 100 days 

of wage employment in a year to adult members of a rural household on demand. Either work has to be provided within 

15 days or an unemployment allowance if work is not provided for any reason.  

Based upon the data collected from 5 districts of Haryana and secondary data downloaded from the website, this paper 

examines as to how far the scheme has been able to address the issue of unemployment of different sections. What 

impact it has made on the general wage rate? How far the food security has been improved? Most importantly, whether 

the assets created with the work done are viable and sustainable? The findings suggest that food security has improved, 

different sections are engaged gainfully and the assets are useful. But many more things need to be done.  

 

Key words: rural employment guarantee, food security, income, gender and social equality  

 

 

1. Introduction  

 

After liberalization in the nineties growth rate increased to 8-9 % before the crisis of 2008 and to around 7% 

thereafter. But key areas were deprived of substantial growth benefits. Agriculture which provided livelihood 

to about 2/3
rd

 population was the worst sufferer. The employment, health, education, shelter and other social 

sectors remained unattended and devoid of public investment. 

 

Estimates of the total number of unemployed people in India show an increasing trend. The unemployment 

increased from 5.99 per cent in 1993-94 to 7.32 per cent in 1999-2000 and to 8.28 per cent in 2004-05.
2
 

Further, as per 66
th
 Round of NSSO, the employment has actually declined in the five-year period ended 

2009-10 to 39.2 per cent from 42 per cent in 2004-05. The NSSO data also show increase in the number of 

casual workers
3
 by 21.9 million, while growth in the number of regular workers nearly halved between 2004-

05 and 2009-10, compared with previous 5 year period, meaning a substantial shift in the structure of labour 

force. Moreover, young people accounted for 53 percent of the total unemployed in the country.  In the 

absence of reliable socio-economic security of any kind, the majority of Indians suffer because of meager 

                                                           
+
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2 The Economic Survey of  India.  
3 Casual workers are employees who do not enjoy the same benefits and security as tenured employees. 
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and irregular wages. The brick kiln workers, attached casual agricultural labourers etc. are the most 

vulnerable.
4
 The brick kiln workers are not allowed to leave work, even when some of them have no debt.  

In 18 out of the 32 states and union territories where legislation on minimum wages applies, the minimum 

permissible daily wage till recently was less than Rs 50; the level of minimum wages was above Rs.100 only 

in four states. After October 2010, the rates in the central sphere have been revised, the minimum being Rs. 

66.5 in Assam and the maximum Rs. 203/- in Delhi. Still in 11 states and Union Territories the minimum 

rates are less than Rs. 100.
5
 Even such low wages are not always paid. The seasonal variations in availability 

of work, calamities of various kinds and socio-political conflicts adversely affect employment and 

livelihoods on regular basis.
6
  

 

A number of programmes have been initiated to provide gainful employment, enhance rural peoples’ skills 

and income, thus, to ensure their food security but without tangible and expected results.
7
 

The National Rural Employment Guarantee Act (now Mahatma Gandhi National Rural Employment 

Guarantee Act) was implemented in February 2006, initially in 200 most backward districts spread over 27 

states, in other 130 districts in  2007 (113 from 1
st
 April and 17 districts of Uttar Pradesh from 15

th
 May). 

The entire country was covered from 1
st
 April 2008. 

 

The Act guarantees to provide on demand minimum 100 days’ employment per household per year. It is 

expected to have the additional benefit of developing infrastructure in the countryside. Unemployment 

allowance has to be paid if work is not provided for any reason.  

 

2. Objectives  

This paper looks into the progress made in its implementation with the following specific objectives:  

1. Impact of implementation of MGNREGA on employment generated and share of targeted groups,  

2. Impact on wage differentials across activities and on non- MGNREGA works, 

3. Impact of MGNREGA on rural food security, and, 

4. Impact of MGNREGA on assets creation. 

 

3. Data and methodology  

Secondary data from the official websites
8
 have been used for the last three years from 2008-09 onwards. 

The primary data from 5 districts: Panipat, Ambalal, Rewari, Sirsa and Mewat were collected on stratified 

random basis.  From each district two villages – one within a radius of 5 kms and the other beyond 20 kms 

were selected. From each village 25 respondents – 20 beneficiaries of MGNREGA and 5 non-beneficiaries 

(control group) were selected for detailed enquiry. Additionally, data collected from 10 villages through 

sarpanch/ Panchayat secretary/ village level government worker are used.  
 

4. Demographic profile of the respondents  

There are many striking features reflecting the socio-economic characteristics of the society. For example, 

the gender ratio of 821 females per 1000 males (832 in beneficiary group as compared to 783 in non-
                                                           
4  A. Joseph 
5
 Currently, the number of scheduled employments in the Central sphere is 45 whereas in the States sphere the number 

is 1650 (when all states are counted). With effect from November 2009, the National Floor Level of Minimum Wage 

has been increased to Rs 100 per day from Rs 80 per day (which was in effect since 2007). Recently with effect from 

April 1, 2011 the National Floor Level of Minimum Wage has been raised to Rs 115 per day. 
6 Economic Survey 
7  C.H.Hanumantha Rao and P Rangaswamy 
8 Jean Drèze and Christian Oldiges 
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beneficiary); higher percentage of workers below 60 years under beneficiary category as compared to non- 

beneficiaries, whereas above 60 years, unsuitable age for physical labour, more people working under non-

MGNREGA activities and higher percentage of educated at primary level in the case of beneficiary 

households.  But about 5% more illiterate workers are observed in the case of beneficiary households. More 

than 80% workers in aggregate and 80% in the case of beneficiaries were below poverty line.  

Almost negligible persons (2 out of 1356) migrated during the reference year 2009, though the secondary 

data show a significant number of migrant workers. 

 

The casual agricultural work was main profession for a large percentage of the beneficiaries; and non- 

agricultural casual work for the non-beneficiaries. But non-agricultural casual work provides significant 

employment to the beneficiary households also (table 1). Moreover, the extra employment generated through 

MGNREGA would create extra income and demand, resulting in more employment and income to the 

traders and growers with forward and backward linkages. 

 

5. Implementation of MGNREGA  

On 2
nd

 February 2006, Mr. Mahesh Kumar (28), of village Satnali in district  Mahendergarh became the first 

person in the country to  register  to get 100 days employment @ Rs. 90/- a day. The beginning to implement 

the programme was made as all 132 panchayats in the district held their special Gram Sabha meetings.  

 

Haryana fell short of target in utilizing funds as the number of applicants was insufficient. The state could 

utilize only Rs 523.5 million out of Rs 582 million earmarked under MGNREGA in 2007-08 and Rs.1100 

million out of 1601.2 million in 2008-09. Thus only 70 percent utilization of the available funds could take 

place
9
, probably due to lack of awareness and non-applicability of the Act in the case of immigrant workers 

who fill the gap of labour shortage in the state. 

 

In the year 2007-08, 161,000 households were issued job cards which increased to 217,000 in 2008-09. The 

Scope of MGNREGA has been enlarged to include more works like land development, irrigation facilities 

and horticulture plantation to help the states to fully absorb the funds. The small and marginal farmers 

(998,000 out of 1.5 million farmers in Haryana) can work under MNREGA on their own farms. 

 

6. Results and discussion 

6.1. Progress of work under MNREGA in Haryana 

 
The work under MGNREGA was started in two districts, Sirsa and Mahendergarh. It was extended to 

districts Mewat and Ambala in 2007 and in the entire state in 2008. The progress of issuing job cards was 

significant during the three years. The share of Scheduled Castes in job cards was over 50%.  

 

The share of Rural Connectivity in completed projects in the state and within the districts was more than 

1/3
rd

 and it was continuously increasing from 32% in 2008-09 to about 42% in 2010-11. It was followed by 

Water Conservation and Rain Water Harvesting measures with more than 20% share. Other important 

projects getting about 15-16% share were Drought Proofing, Micro Irrigation etc. However, Rajiv Gandhi 

Gram Seva Kendra was also in focus. The utility of such Kendras was being questioned when other public 

buildings were starving of maintenance funds.  

 

                                                           
9 Komal Gera 
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About Rs. 55 million were spent on renovation of traditional water bodies. In 2010-11, the amount spent 

increased by about 101% over 2008-09. Rural Connectivity got more than 38% of the total amount spent in 

2009-10 and 2010-11. Water Conservation and Water Harvesting followed with 16% share of the total 

amount spent. In sum, maximum amount has been spent on works related with Land Development, Rural 

Connectivity and Water Harvesting which will have long term benefits.
 
 

 

Social audit is a key to the functioning of MGNREGA.  Out of total 25985 muster rolls used in the year 

2008-09, 93.8% were verified. Similarly in 2010-11 about 98% muster rolls were verified. However, among 

the selected districts all due muster rolls were verified, except in Sirsa where only 67% muster rolls were 

verified. In the first two years about 81% and 78% works were inspected whereas all were inspected in 2010-

11. In many districts mandatory meetings of the gram sabha were not held. However, in 2010-11 all gram 

sabhas met in two districts, Ambala and Sirsa.  

 

In the state we find 7.7% increase in opening of individual workers’ bank accounts during the year 2009-10 

over 2008-9, followed by more than 91% increase and finally 105% increase in 2010-11 over 2008-09. The 

increase in the case of joint accounts was 42%, 108% and 194% respectively for these years. Similarly we 

find 37% increase in disbursal of wages through bank accounts in the year 2009-10 over 2008-09, about 60% 

increase in the succeeding year and 119% increase in the year 2010-11 over 2008-09. 

 

Despite the number of individual and joint bank and post office accounts of MGNREGA workers increasing, 

a huge portion of wages was paid in cash. Secondly, money disbursed as wages through bank and post office 

accounts was merely 13.7%, 6.5% and 15% of total amount spent on completed and ongoing projects during 

the three years. As per the act total expenditure should be in the ratio of 60% on wages and 40% on 

materials. The disbursal of wages in cash to such an extent is undesirable. No unemployment allowance was 

paid.  

 

6.2.1. Socio-economic groups and share in employment  

 
Provisions in the Act have been made for creation of employment for women, scheduled castes and tribes. In 

fact, it provides 100 days’ employment per household for everybody willing to work. But backward castes 

like potters, carpenters, ironsmiths broom makers, barbers, clothes washers and the like are more vulnerable 

because their traditional livelihood has been endangered by technology and also because they lack necessary 

inputs soil for pottery, wood for wooden articles, cheap iron to prepare and repair small tools, water to wash 

clothes, adequate finance or technical skill to shift to other professions. Therefore, in the absence of social 

security, MNREGA provides them hope and livelihood. 

 

The targeted 1/3
rd

 share in employment generation for women has been achieved with 30.6% employment in 

2008-09, 34.81% in 2009-10 and 35.6% in 2010-11. Similarly, other target group, scheduled castes have also 

largely benefited in the sample districts as well as in the state. In 2008-09 over 53% of work was provided to 

scheduled caste households which went up to 54% in 2009-10, and to 49% in 2010-11. At the district level 

we find that in 65% districts in 2008-09, over 62% employment was for scheduled caste households, and in 

district Hissar more than 84% employment was for them. District Mewat registered only 17% employment 

for these households. In 2009-10, seven districts registered over 64% employment for them. But district 

Mewat with 15% was at the bottom again because it does not have sufficient scheduled caste households. 

 

For scheduled tribe households employment opportunities for the first time were created in 2010-11. One 

reason for dismal growth of employment was lack of scheduled tribes in Haryana. Because the castes 

described as tribes in the neighbouring states of Uttar Pradesh, Punjab and Rajasthan have been categorized 

as scheduled castes in Haryana.  
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More than half of MNREGA beneficiaries at all India level belong to Scheduled Castes and Tribes, and more 

than half are women
10

. What was even more remarkable was the coverage of SCs/STs and women under the 

scheme. The share of SC/ST families in the work provided under MGNREGA in the past four years ranged 

between 51-56%, while that of women was 41-50%.
11

 
 

6.2.2. Work profile  

 
The workers per household finding work under MGNREGA were 1.72 in the state and varied from 1.35 to 

1.98 in the selected districts. However, at the state level 1.75 members per household from the general 

category, 1.66 from scheduled Caste households, 2.33 from scheduled tribe households and 1.74 from the 

OBC households found work under MNREFA. The number of females per household was the lowest, 0.62. 

But there was 41% increase in women participation in 2010-11 over 2009-10 and 50% increase in 2010-11 

over 2008-09.  

 

During the period under reference 79.7 to 109.5 days’ work per household was provided in the selected 

districts, districts Sirsa and Mewat even exceeding the annual target of 100 days’ work. In the state as a 

whole 94 days’ work per household was provided. But the women got 30 days’ work per household, varying 

inter-districts from 7 to 52 days. 

 

The average wage rate during the period was Rs 150 per day, varying across sections marginally. The 

scheduled tribe workers received lowest wages, Rs. 147, lower than the minimum prescribed wage rate of 

Rs. 148 at that time. The average distance of work place from the residence in the state was about 2.23 kms, 

varying from 1.28 kms. in district  Ambala to 2.7 kms in district Rewari. 

 

6.3. Income Generation 

 
The beneficiaries got 25% household income from MGNREGA, 37% from agricultural labour, 33% from 

non-agricultural operations and 4% income came from livestock. The non-beneficiary sample households 

received 60% income from non-agricultural wages, 34% from casual agricultural work and 5% income from 

livestock (table 2). 

 

The Coefficient of variation in the case beneficiary households was highest for non-agricultural wages, 

followed by income from agricultural wages. However, for the non-beneficiaries the highest variation was 

found in income from agricultural wages, followed by non-agricultural wages.
 
 Total increase in wages after 

implementation of MNREGA has been reported by 2 to 2 and half times.
12

 We find that wages during the 

comparable years have gone up from 28% to more than 50%, and that happened just in the second year of 

full operation of MNREGA (table 3). Whereas, labour costs for different agricultural operations between 

2001 and 2009 (table 4) have gone up by 2.5 to three times and even more in some operations. The 

MNREGA has helped increase  wage rates due to two reasons - one, reduced labour immigration because of 

implementation of MNREGA in the states of workers’ origin, and two, due to strengthening of their 

bargaining power because of assured wage employment under MNREGA. Employment guarantees have also 

been credited for their potential to induce positive labour market responses by improving the bargaining 

strength of workers. 

 

 

                                                           
10 IFPRI discussion paper  00963, 2010 
11 ET Bureau, 26.3.2010 
12

 Tour Report on the visit of Sirsa(Haryana) by a Team of Officers headed by Shri B.K. Sinha, Secretary(RD) & Shri 

T. Vijay Kumar, JS(SGSY) and Shri N.K. Sinha, JD(NREGA) 
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6.4. Food Security and consumption 
 
The fulfillment of food requirement irrespective of income remains a priority. The other things education, 

entertainment etc. follow later. The Engel’s consumption law highlights that with the increase in income, 

expenditure on food does not increase proportionately.  

 

The per capita monthly consumption of food items between beneficiaries and non-beneficiaries did not show 

significant change, except that overall food consumption was relatively more in the case of beneficiaries. 

Also, it was observed that consumption of most of the items, cereals and edible oils was slightly more in 

comparison to that worked by the NSSO in its three rounds. But consumption of vegetables was far less 

(table 5). 

 

However, total monthly per capita consumption expenditure highlights important issues.  For example, 

monthly per capita consumption expenditure on food items works out to Rs. 487/- (or <10 US$). This 

expenditure in both the cases of beneficiaries and non- beneficiaries may not be enough to save poor workers 

from malnutrition, if not from hunger without MGNREGA. Even MGNREGA alone in the present form of 

providing 100 days’ work at a fixed wage, will not address the issues of providing sufficient food, if the food 

was not provided at subsidized rates, mostly through the PDS. Because, per day per capita consumption 

expenditure of Rs. 13 (1/4th US$) per day in the case of beneficiaries and Rs. 12.4 in the case of non-

beneficiaries (table 6), was not sufficient to provide adequate food. The ‘benefits for the poor end up being 

poor benefits’
13

.  Though MGNREGA seems to have benefited the poor directly by delivering some money 

and indirectly to non-beneficiaries by increasing overall wage rate, but to alleviate poverty and hunger some 

other steps need to be taken. The fact that persons benefiting from MGNREGA seem to be slightly better off 

further strengthens the arguments favouring MGNREGA.  In sum, one can say it has helped in better 

delivery of food to sections mostly dependent on wage labour. 

 

6.5. Assets Quality 

 
One argument of the critics of the programme is the poor quality of the works. But 79% respondents reported 

them to be very good and 20% to be of good quality. None of the respondents stated it of bad quality, and 

that is significant. 

 

As providing employment allowance in lieu of work is state’s responsibility, without any bearing on the 

central government, efforts were made to see that work is generated and not a single rupee is paid as 

allowance to avoid strain on the state’s  resources.  Sometimes to escape legal provisions a single day’s work 

was reported to be created in Odisha (Reetika).The introduction of more activities will further reduce the 

pressure of finding work to the needy.  If need be some categories of works presently covered under Khadi 

and village industries be considered for inclusion in MGNREGA. That will help provide work at door steps 

and open up more opportunities for the village panchayats to create jobs and productive assets.  

 

6.6. Household assets holdings 

 
The assets holding pattern of the respondents confirms that except in district Rewari, they were benefiting 

directly for the last two - three years in the state in the form of assured employment and extra income during 

the lean period.  Barring utensils and other unspecified small items all major assets like land, house property, 

livestock, even a few ornaments were more valued in the case of beneficiary households vis-à-vis non-

beneficiaries. Aggregate value of all assets per household was Rs. 89,000 and Rs. 68,000 respectively for 

                                                           
13

 Drèze and Sen: Hunger and public action, oxford 1989 
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beneficiaries and non-beneficiaries. The major difference came from land and house property. Taking the 

value of beneficiary assets equal to one, we find that land in the case of non-beneficiary households is just 

0.63, house property 0.88, live stock 0.91, ornaments 0.64 and some other assets 0.92. However, value of 

consumer assets was found slightly more than one, i.e. 1.18, and utensils 1.15in the case of non-beneficiary 

households.  The assets will help them secure loans from banks at more reasonable rates in comparison to 

private money lenders. 

 

In fact, along with contribution in the creation of infrastructure like, water harvesting, land development, 

plantation, etc. contribution in enhancement of personal assets of the MGNREGA workers is important and 

MGNREGA seems to succeed in that area. Compared with Keynesian magical formula of digging pits and 

then refilling them for the sake of creating jobs, MGNREGA seems to be more effective way of doing many 

things simultaneously – removing poverty, ensuring food and nutrition for targeted sections, enhancing 

gender equality, productively utilizing the unused valuable human labour, creating infrastructure, saving the 

society from turning chaotic or criminal, and most importantly, creating demand for the industry, which was 

confirmed by tractor manufacturers, who see attractive growth in demand for machines due to increasing 

labour cost for agricultural operations. 

 

The MGNREGA has also facilitated provision of loan to initiate entrepreneurial activities. A case of 

borrowing Rs. 50,000/- from the SBI to run a small shop by a worker is another example. 

 

7. Concluding Remarks and suggested action 

‘The Act is a blessing and a challenge. Let us hope it brings smiles on the faces of our poor people. We can 

also share his hopes and fulfill our commitment to make such a realistic change in future.’
14

   

 

Two issues emerge clearly – one, positive aspects of MGNREGA and shortcomings in its implementation, 

two, issues where MGNREGA and other schemes intermingle. It can be concluded that MGNREGA has 

helped improve the income level of the beneficiaries, their food security and all by productively utilizing 

scarce resources. The targeted groups are the main beneficiaries of MGNREGA. The increase in percentage 

of school going children should be the major gain of MGNREGA. The MNREGA has played important role 

in providing measures of inclusive growth by ensuring people’s economic and democratic rights and 

entitlements, creating labour intensive infrastructure and assets.
15

  However, many more things need to be 

done to improve the situation of rural India. The mandatory work can be extended to 200 days, more food 

items can be distributed through improved PDS. The major schemes need to be converged and resources 

used judiciously. The Rashtriya Krishi vikas Yojna can play a leading role. 
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Table.1 Demographic Profile of the respondents (% or Households) 
Characteristics Beneficiaries Non-Beneficiaries Aggregate 

No. of HH 200 50 250 

Household size (no.) 5.59 4.86 5.44 

Average  no. of  earners 2.68 2.36 2.612 

Gender                Male 54.6 56.1 54.9 

                            Female 45.4 43.9 45.1 

Age Group         <16 33.1 28.3 32.2 

                           16-60 62.7 65.2 63.1 

                           >60 4.2 6.6 4.6 

Identity of  respondent      

                            Head 65.5 60.0 64.4 

                            Others 34.5 40.0 35.6 

Education status       

                            Illiterate 38.8 34.2 38.0 

                            Up to primary 28.1 27.5 28.0 

                            Up to Middle 20.0 21.2 20.2 

                            Up to secondary 12.1 15.8 12.8 

                            Up to graduate 0.9 0.9 0.9 

                            Above graduate 0.1 0.5 0.2 

Caste                    SC 61.0 62.0 61.2 

                             ST 6.0 4.0 5.6 

                             OBC 31.0 32.0 31.2 

                             General 2.0 2.0 2.0 

Card holding        AAY 0.0 2.0 0.4 

                             BPL 83.0 72.0 80.8 

                             APL 8.5 8.0 8.4 

                             None 8.5 18.0 10.4 

Decision Maker   Male 84.5 92.0 86.0 

                             Female 15.5 8.0 14.0 

Main Occupation 

                             Farming 

  

0.0 

  

0.0 

  

0.0 

                             Self business 

                             Salaried/pensioner 

                             Wage Earners 

0.6 

0.8 

98.7 

0.0 

2.5 

97.5 

0.5 

1.1 

98.5 

 

Table 2 Net Annual Income (Rs. per household)     

    

Average 

Income CV 

Average 

Income CV 

Average 

Income CV 

             Beneficiaries Non-beneficiaries         Aggregate 

Income from work under NREGA 14086 70 0 - 11269 70 

%   25.05       21.05   

Income from wages in agriculture 20954 80 14629 71 19689 79 

%   37.26   34.29   36.79   

Income from wages in non-agriculture 18439 153 25464 67 19844 136 

%   32.79   59.69   37.08   

Income from wages in PWP   150            - 288            - 177.6      - 
%   0.27       0.33   

Income from self employed in non-farming 0            - 0            - 0       - 

Income from agriculture/ livestock  2430 41 2280 41 2400 41 

%   4.32   5.34   4.48   
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Income from regular job/salary/pension 180 - 0 - 144 - 

%   0.32   0   0.27   

Income from sale of assets/rent/transfer etc 0            - 0            - 0       - 

Total   56239   42661   53524   

%   100   100   -100   



________________________________________________________________________________________________ 
ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp. 32 

URL: http://www.reaser.eu      

e-mail: editors@reaser.eu      
 

 

Table 3 Average Wage rates(Rs.) for different activities   

Activity Reference period (2009) Before MGNREGA  - 2005 % change in2009 over 2005 

 Male Female Male Female Male Female 

Prevailing Agricultural Wages 187 165 144 115 29.86 43.48 
Prevailing Non Agricultural Wages 206 188 147 126 40.14 49.21 

Construction 248 200 182 140 36.26 42.86 
Mining 200 150 133 100 

 

50.38 50.00 

Other 

skilled 

works 

Electrician 174 - 118 - 47.46  
Plumber 

 

195 

 

- 

 

134 

 

- 

 

45.52  
Pump-set boring 240 - 188 - 27.66  

 

 

Table 4. Prevailing labour charges for agricultural operations 

Activity Reference period          Before MGNREGA 

2009 2005 2001 

Ploughing* 200-300 100-140 60-80 

Leveling* 200-300 100-140 60-80 

Weeding* 180-250 80-120 50-60 

Paddy transplanting**   2000 1200 800 

Harvesting of wheat **  2000 1200 800 

Harvesting of paddy **  2200 1400 1000 

Cane-cutting   **          1850-2000 100* 80* 

Harvesting other crops**     1850-2000 100* 80* 

Threshing of paddy Included in harvesting 

  Threshing of wheat *    180 80 50 

*Rs. per day; **Rs. Per acre 

Table 5. Household consumption of food items (kgs. Per capita per month) 

  Beneficiaries 
Non-

Beneficiaries Aggregate 
 NSS        

1993-94 

  NSS        

1999-00 

  NSS        

2004-05  

Rice 2.241 1.967 2.113 0.73 0.99 0.678  

Wheat 8.406 9 8.683 11.9 9.9 9.515  

Other cereals 0.645 0.424 0.542 0.3 0.48 0.463  

Total cereals 11.293 11.391 11.338 12.2 11.37 10.656  

Total pulses 1.415 0.667 1.067 0.53 1.01 0.589  

Sugar 1.904 1.745 1.83 1.82 2.01 1.556  

Edible oils# 0.612 0.572 0.593 0.36 0.39 0.378  

Liquid milk# 3.888 4.016 3.948 13.82 13.88 13.126  

Milk Products 0.12 0.082 0.102 0.09 0.15 0.15  

Spices$ 114 107 111 144.72 208.97 118.67  

Poultry meat 0.222* 0.000* 0.119* egg   0.08a egg 0.24a egg 0.662a  

meat    0.06 0.03 0.06  

Fruits 0.264 0.506 0.377 0.15+3.1b 0.28+3.43b 0.625+2.7b  

Vegetables 0.111 0.639 0.357 2.92 5.23 4.781  

Beverages@        22.78 39.78  

Source NSS reports: 404,461& 509,Vol.I, hh consumption of goods and services in India and survey data 

#edible oils and liquid milk in liters; $ spices in gms; * includes meat; sugar includes gud, khandsari, ghee is included in 

milk products,@ Rs. per capita; a eggs in number; b banana in number other fruits in kgs. 
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Table 6:  Monthly consumption expenditure of households 

 

Food/ Non-

food Items 

per papita 

(Rs) 

Coefficient of 

variation 

per capita 

(Rs) 

Coefficient of 

variation 

per capita 

(Rs) 

Coefficient 

of variation 

  Beneficiaries Non -  Beneficiaries Aggregate 

Food Items      Rice 

  

39.32 

(6.72) 

74.18 

  

34.99 

(5.7) 

53.2 

  

38.55 

(6.53) 

72.43 

  

Wheat 

  

72.19 

(12.34) 

65.19 

  

75.74 

(12.34) 

63.34 

  

72.83 

(12.34) 

64.9 

  

Other Cereals 

 

8.25 

(1.41) 

221.06 

 

6.21 

(1.01) 

241.53 

 

7.89 

(1.34) 

225.74 

 

Total cereals 

  

119.77 

(20.48) 

51.59 

  

116.95 

(19.06) 

48.26 

  

119.26 

(20.21) 

51.49 

  

Pulses 

 

38.44 

(6.57) 

70.4 

  

34.79 

(5.67) 

65.76 

  

37.79 

(6.4) 

70.53 

  

Sugar etc 

  

59.11 

(10.11) 

60.51 

  

56.73 

(9.24) 

66.12 

  

58.69 

(9.95) 

61.78 

  

Cooking Oil 

  

41 

(7.01) 

59.6 

  

41.34 

(6.74) 

71.86 

  

41.06 

(6.96) 

61.89 

  

Spices 

  

14.7 

(2.51) 

60.89 

  

13.54 

(2.21) 

51.84 

  

14.49 

(2.46) 

60.41 

  

Milk & Prod 

  

20.57 

(3.52) 

197.07 

  

15.43 

(2.51) 

203.34 

  

19.65 

(3.33) 

200.18 

  

Poultry-meat 

  

15.13 

(2.59) 

432.85 

  

0 

0 

- 

  

12.43 

(2.11) 

486.28 

  

Fruits 

  

7.85 

(1.34) 

224.9 

  

14.03 

(2.29) 

177.9 

  

8.96 

(1.52) 

212.96 

  

Vegetables 

  

53.7 

(9.18) 

47.79 

  

64.12 

(10.45) 

46.23 

  

55.56 

(9.42) 

47.4 

  

Confectionery 0 - 0 - 0 - 

Total Food 

  

490.04 

(83.78) 

44.13 

  

473.87 

(77.22) 

34.71 

  

487.15 

(42.76) 

43.21 

  

Total non-food 

94.9 

(16.22) 113.35 

139.79 

(22.78) 87.69 

102.92 

(17.44) 107.44 

Gross Total 

  

584.94 

(100) 

40.35 

 

613.67 

(100) 

28.04 

 

590.07 

(100) 

38.53 

 

Figures in parentheses are %    
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Abstract. Social media is a constant presence in everyday life and activity, no matter if we are talking 

about persons or companies. All the companies that survived the economic crisis understand that the on-line 

presence is vital for publicity, in order to increase sales, in order to gain new clients. The companies struggle 

to get new visitors on the site and turn them into clients that return to the companies’ products, increasing 

the online visibility. To increase online visibility the companies enroll in search engines such  as Google, 

Alta Vista, etc, enroll in web directories and use social media instruments such as forums, blogs, Facebook, 

Twitter, link exchange and other paid methods such as Pay Per Click campaign. The article is an overall 

perspective regarding all these instruments. 

Keywords: SEO, social media, discount sites, Pay Per Click campaign, Google Analytics. 

JEL Codes: M37 

1. Introduction  

A site visited for the first time by a potential customer has only a few seconds to attract and cause 

him/her to spend extra time in discovering interesting information from his/her point of view. The first 

impact is fundamental to the future relationship with the client. The opening page must announce from the 

very beginning which is the main activity of the company with online presence, which are their products, 

their services, and to whom it is addressed. Usually to elaborate design elements detract from the point of 

interest, removing the company and the visitor from the original purpose. „Google has been experimenting 

with ad extensions and product extensions, such as video and product images. So if you show an image for 

generic keywords especially, put your best foot forward.”[1] 

The very first visit gaze falls on the "site fire area", i.e. on the top left area, easy swooping down toward 

the centre. In this area critical information to the customer should be presented, for example a target phrase 

showing why the client should stay more on the site, or act in a specific mode. Here the advantages of the 

product/service have to be easily retrieved, its features, but especially which is its impact in the customers’ 

lives or activity. After discovering these elements it is important to forward the customer to track stimulus: 

finding out further information by visiting other pages of the site, downloading a demo, comparisons 

between different offers, buying a product/service, etc. If the client makes a decision for an acquisition, this 

process must be followed by an easy approach.  

The customer may be dispensed with if it is directed to a form with fields to fill out a lot of information, 

especially if you want the personal information that he/she does not want to reveal them. He/she prefers to 

reveal the card number in order to make the purchase, the mailing address to receive the product and if 
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necessary the name, an email address or phone number. Most customers are interested in the service and 

warranty politics that should be very clear. Customers assess the risk as a purchased product-service with a 

particular defect can be returned. The brand is often associated with quality, safety …. 

Design, colours, contrast, font type and size, framing images and text on the page must leave the 

impression of harmony and relate to the theme of the site. A fancy font is not easy readable and distracts, but 

for a site with archaic themes you can choose a font that suggest the time period in question, for example. 

Menu items must be very eloquent. It is important to group information on different categories, as to 

have a well organised menu. However a menu with many items confuses at first glance. For ergonomicity the 

horizontal menu items in the first half of the page have to be repeated in the second half of the page. Thus the 

customer will not have to return to the top to navigate the site, but will use the secondary menu, from the 

bottom of the page. Other menu items can be added on the left column, if they are important or right-hand 

column, if they are less important.  

Vital information that needs to be easily found on the website is the address where the company can be 

found. Just an email address or a phone number does not inspire enough confidence. Visitors want to feel 

that the products / services are personalized for them, because they are important, and their opinion counts. 

Hence the importance of an associated forum in order that each client should have their say and provide 

feedback to the business. It is known that the most effective form of advertising is the direct person-to-

person form. Customers will have confidence in the family, friends, professionals and other customers’ 

recommendations, whose opinion can be found on the forum. A mediator will have to respond personally to 

each client on the forum, and to each mail. Visitors appreciate an open, honest dialog. Visitors want to get in 

contact with real people, and not with machinery. Visitors also react very well to the firm success story, if 

they recognise themselves in it and will find it the appropriate choice. 

A well organized site will consist of two to three pages: index, site map and purchase form, for example. 

The other pages have to be loaded dynamically from an XML file or a database using AJAX technology, for 

example.  

Multimedia content is a great way to increase interest in the website. Videos, pod casts, tutorials and 

other multimedia options allow presenting the message in an attractive way for visitors.  

Social media allows communication from the business perspective and allow communication between 

clients. It is recommended inclusion of links to blogs, Facebook, Twitter and other social media accounts. It 

is preferable for the firm to be identifiable to anyone on the websites of social media, even if it involves 

filling the web form’s company website. The web form is a way to capture and lead customers to a specific 

site if it includes a special offer, advice, interesting free information, etc. „For web design, online marketing, 

user experience design and content writing, social awareness streams offer the opportunity to discover 

trending topics, opinions, and new resources. Your target market is talking to you and all you have to do is 

tap into their discussion streams.”[2] 

 The latest trend is that the offers of discount sites or sites that compare different products such as: 

http://www.cautareduceri.ro/, http://www.adulmec.ro/oferte/bucuresti, Groupon www.groupon.ro, Newpon 

www.newpon.ro, www.goldendeals.ro, www.fundeal.ro.  On these sites offers are valid for very short 

periods (e.g. 24 hours), and discounts are up to 70%. (Fig.1. and Fig.2.) 

http://www.cautareduceri.ro/
http://www.adulmec.ro/oferte/bucuresti
http://www.groupon.ro/
http://www.newpon.ro/
http://www.goldendeals.ro/
http://www.fundeal.ro/
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Fig. 1: A 40% discount for accommodation, buying a ticket from GROUPON. 

 

  

 

 

 

 

 

 

 

 

 

 

Fig.2. A 50% discount for different kind of shoes, buying a ticket from GoldenDeals.ro 

 

To check the consistency of communication approach with visitors can always ask a person who sees the 

site for the very the first time.  

 

2. Search Engine Optimization 

The term SEO (Search Engine Optimization) is well known to websites developers, but not all of them 

know that it has two approaches: on-page SEO and off-page SEO.  
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2.1. On-page SEO 

On-page SEO refers to a better site optimization for search engines and to the techniques used for this 

purpose. This approach is often known by web developers and can be improved without a big effort, if it 

meets certain strict rules by which search engines work. On-page SEO can gain about 25% of the score of 

100 points. To optimize the web pages can take into account several factors such as: 

 URL structure - it is preferable that the site should be well thought from the very beginning, 

containing easy to remember keywords, company name or brand name; otherwise it can be improved by 301 

redirect; also it must be taken into account that Google makes the difference between icourses.com and 

www.icourses.com; different words can be separated with a hyphen in order to be retrieved by the search 

engine; one of the important rules is that the URL should be static, remaining unchanged for one web site 

page; 

 Information about the longevity of the online presence - search engines quotes better the older sites 

avoiding spam. (By the way the word spam was taken from a British comedy troupe, who in a trip only 

received canned meat Spam mark, no matter what they ordered; they have built a gag in which the work 

spam took the connotation of unrequired messages or information);  

 Page title - must contain legible key words, the brand or the company name and should not be longer 

than 70 characters; it is recommended that each page have a different title, with the opportunity to use as 

many keywords that are placed between <title> tags; 

 Metadata description - refer to the description of the site that appears in Google search, description 

that may be relevant to the customer. This description does not appear on the company website, but you 

should include keywords and up to 150 characters, that are placed between <metadescription> tags; 

 Headings - search engines read text in the <h1>, <h2>, <h3> tags, where one can place different 

relevant keywords for the site; 

 Cascading Style Sheets (CSS) - CSS page templates may diminish the relevance of HTML 

templates; 

 Images - should not be very large because they require a long time to load and may be accompanied 

by keywords between the <alt> tags, or in their name with a hyphen between them.  

2.2. Off-page SEO 

 Off-page SEO refers to a picture on the web site, which is determined by the "opinion of other sites" and 

can be done through links between sites, called inbound. The more high traffic sites send links to the site in 

question, the more it is appreciated and gets a higher score in the SEO analysis. The best way to create such 

links is to create interesting content that can be shared in social media to be easily found on the Web. This 

approach involves a lot of time for improvement. It can gain about 75% of the score of 100 points.  

  First step in getting visibility online is enrolment in search engines like Google, Yahoo, AOL,  Alta 

Vista, etc. Registration may be made by any person approved in this area, or by specialized companies in 

enrolment on search engines, such as: All The Web, Excite, InfoSpace, Lycos, Kappa, etc.; it is the most 

important stage of this approach. Lately Google has developed Caffeine, which increased a lot the ability of 

the engine in searching and indexing new sites in real time „Caffeine lets us index web pages on an 

enormous scale. In fact, every second Caffeine processes hundreds of thousands of pages in parallel... 

Caffeine takes up nearly 100 million gigabytes of storage in one database and adds new information at a rate 

of hundreds of thousands of gigabytes per day.”[3]. 

 Another method to develop this approach is to include the site in many web directories. A list of free 

web Romanian directories can be found at http://www.dirpedia.ro/directoare-generale.html. Other web 

http://www.dirpedia.ro/directoare-generale.html
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directory can be chosen from the list http://freewebsubmission.com/. Many of these directories offer three 

possibilities:  

 Free enrolment with mutual backlink – the site to be optimized will post a link of the web 

directory by including a HTML sniped code in the main page, preferably; in this case the 

promotion is better and the visibility is greater, especially if the directory has a high PageRank.  

 Free enrolment without mutual backlink - in this case the promotion is not very good and it will 

get less visibility; the method is not very efficient. 

 Enrolment with payment of an amount that varies from directory to directory, on whose behalf 

the company receives various more complex services. It is noted that Google penalizes sites that 

fit in a single day in more than 100 web directories with backlinks to each other. 

 Other methods used in obtaining free dofollow links, which increase the site visibility, require a 

more complex and lengthy task. However they are important and therefore we mention a few of them: 

 Satellite blogs on WordPress, NABBA, Blogger, etc. - creating a blog on a free platform that can 

provide information about services, products and the advantages of visiting the promoted site (by 

anchors). It is a more difficult to implement because it implies active and continues participation 

in promoting the blog and increase its PageRank. 

 Guest posts - writing specialized articles with new useful information, arousing the interest and 

posting it on blogs niche with loyal readers, or posting it on sites with greater authority and high 

PageRank. These articles will contain a reference to the promoted site. The difficulty lies in 

writing the article in a common language and in discovering niche sites, blogs and getting the 

administrator’s permission to publish it. 

 Comments on blog dofollow – the inclusion and active participation in discussions on various 

niche blogs offering solutions for discussion partners; needs less time than guest posts, the result 

being translated in backlinks on unique domains.  

 RSS submission - on the net there are very few sites that retrieve RSS automatically once 

discovering the blog. After the inclusion the site is getting constantly backlinks from sites with 

acceptable authority, if new contents added with great frequency. 

 Press releases may be free or paid - brings media exposure, traffic and backlinks from sites with 

good authority 

 Link exchange 2way, 3way, 4way on niche sites: 

• 2way – mutually link exchange between sites 

• 3way – can be done if a person has two sites and include a link in his/her first site to 

another person site and receives in return a link to his/her second site. 

• 4way - exchange that involves two people each one having two sites and exchanging 

links between their different sites, e.g. site1 to site 3 and site 2 to site 4 

 Profile on high authority sites - creating an account and entering the promoted website link on 

profile page or Channel, or Youtube. This results in backlinks from sites with PageRank of 8 or 

9 on the home page.  

 Free Ads backlinks - the ability to put HTML code in the ad appeared on sites ads. The quality 

of the backlinks is not very good. 

 Payment methods to develop this approach are: 

 PPC- Pay Per Click - paying a small amount bid for each visitor click 

http://freewebsubmission.com/
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 Cost per Thousand viewers (CPM) - paying a certain amount for each one thousand people 

who see the banner  

 Cost per click-through (CPC) - paying a  certain amount for each click on the banner 

 Cost per Acquisition (CPA) - paying a small amount bid for each online purchase of a 

customer.  

Making Pay Per Click campaign has become a routine activity for specialists, but there are some 

important details to take into account:[4]: 

 Currency and payment method: Google AdWords needs a credit card, which credit limit exceeds  

anticipated budget for PPC, otherwise the campaign will be disconnected automatically. The 

payment currency is also important. Once chosen payment currency (U.S. dollar, Canadian 

dollar, Euro, etc.) it cannot be changed, and may involve an extra effort to cover currency 

conversion monthly bills. 

 Time zone of rating agency of the customr or of the initiator of the campaign: we normally tend 

to choose local time zone, but advertisers can choose the customer's time zone, which influences 

the statistics of the campaign, especially in high traffic PPC campaigns 

 Geographical Distribution Zone: AdWords set by default the 'All Countries and Territories' 

option, which implies a waste of money if the company distributes products only on a continent 

or some countries. Even if the campaign is global several campaigns are recommended on small 

areas according to different criteria such as search and purchase customers behaviour (clients 

from different areas use different words to search), language (some words from a language could 

have negative or unpleasant connotations in another language, so the campaign is 

missed).“Google AdWords Quality Score data from PPC landing pages can also be brought into 

play when trying to improve the performance of a page optimized for similar keywords. Landing 

pages with a high Quality Score are likely to better models for an organic search target page than 

those with a lower score, as Quality Score takes into landing page quality into consideration. 

Information from the AdWords keyword diagnosis report can also be helpful in building better 

organic search target pages”. [5] 

 Language of the campaign: the default setting for any campaign is 'All Languages'. Google, 

Yahoo, Bing, Opera, etc. have search engines in several languages, not only in the customer 

language. If the customer is located in Romania and use search words in English may receive 

advertisements in English and Romanian. It is a great effort and needlessly adding keywords in 

all languages, especially if those who use them are not part of the target group. Thus the choice 

of language is important because the campaign ads in Romanian can reach customers who have 

chosen German, French, Albanian, etc as the default language. They certainly will not 

understand the message and the campaign fails. It is recommended to create different campaigns 

for each language, with different message and keywords. 

 Campaign daily budget: AdWords and adCenter allows setting a daily budget. This budget can 

be established based on cost per click. If the cost is 0.5 Euro, one can consider 20 clicks per day, 

so 10 Euro per day. This can determine whether the campaign has the desired effect. If limiting 

to 5 clicks, for example, the cost is 2.5 Euro per day, but the extent to which the campaign was 

effective cannot be appreciated. 

 Distribution of advertising: It can be chosen that the ad to appear  

 only in the chosen search engine  
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 in the chosen search engine and partners engine 

 in the chosen search engine, partner engines and sites such as network news, blogs. 

AdCenteris and AdWords have the default settings the second option, so ads will appear on 

all partner search engines with chosen one. One can also choose that the ads appear on 

desktop computers, laptop, iPhone, phones with Android operating systems and other 

machines that support a browser. It is recommended a different campaign for each kind of 

machine, especially the site has not a version for mobile machines, as iPhone. 

 Ads rotation: Google will automatically show ads with the best click-through rate more often 

than other ads. Often ads with more clicks are not the most appreciated and can not test their 

impact. The situation will be different if rotating the ads. The ads rotation can be made from 

advanced settings, option "Ad delivery: Ad rotation, frequency capping".  

 Creativity in advertising -  “When writing ads, stress the product's or service's benefit to the 

customer, rather than just listing its features. One creative approach is to write an ad that puts the 

readers in the scene of the problem they're trying to solves.” [6] 

To test the site optimization degree the site can be analyzed by entering it into Google Analytics, 

StartCounter, etc. Google Analytics is undoubtedly the preferred choice of professionals, because it counts 

the number of views (page views) for each site page in the Top Content report, from Content menu. Google 

Analytics also reports the number of unique visitors, details of the day, time when visited the site, time spent 

on a page, etc. Google Analytics offers features such as integration with Google AdWords, Google AdSense, 

e-commerce sites, the ability to define goals and track conversion rates, creating custom reports, define 

custom variables to analyze behaviour of certain types of site visitors (everyday visitors, subscribe visitors 

via email, customers, etc.), creating and analyzing events, etc. 

 

3. Conclusions  

The paper covers various methods to obtain online visibility, with specification for all of them. But most 

important is the creativity in combing and using them. One may use all of them and not get a high score in 

Google, and not get a high visibility. The consequences are very few customers, a small selling rate. But the 

ability to communicate technical knowledge on social media could bring more backlinks then any on-page 

SEO. That can be translated in high PageRank, high visibility and online sale. Also frequently checking the 

site optimization degree, with tools as Google Analytics, StartCounter, is vital for the next step of the SEO 

strategy, influencing the goals definition, creating and analyzing events 
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Abstract: One of the most important consequences of the economic and financial crisis is the record of 

negative growth rates and high rates of unemployment. FDI are widely recognized for their contribution on 

host country economic growth, therefore foreign capital inflows are considered a viable solution to reduce 

unemployment and stimulate economic growth. The aim of the paper is to review the main features of the 

labor market in Central and Eastern Europe countries, to analyze the dynamic of FDI flows in these 

countries and theoretically to present the effects of FDI on employment. The econometric analysis is 

conducted on the situation of Romania and emphasizes the negative relationship between FDI and 

unemployment. 
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 1. Introduction 
 

The imbalances in the world economy caused by the economic crisis have generated changes of the 

economic conditions in the CEECs through three main channels: international trade, financial markets and 

internationalization of the production. On the worldwide scene, labor force mobility and technology transfer 

are essential elements which emphasize the interdependencies among economies. 

The dynamic of global economy and forecasts for future development of financial markets, including the 

labor market, have caused increased concerns of the authorities towards adopting and carrying appropriate 

policies to find solutions to social problems they face: worsening poverty, long-term unemployment, aging 

population. Europe 2020 program adopted in Lisbon presents fundamental aspects to achieve higher, but also 

smart, sustainable and inclusive growth rates, using three pillars (macroeconomic policies, regulations on 

employment and macroeconomic reforms), thus encouraging unemployment reduction because of decreasing 

or eliminating disparities among the worldwide economies or among persons. 

The economic and financial global crisis emphasized the important dangers the society is dealing with 

(active population and young employees decrease, the difficulties they have to face concerning labor market 

access, the migration phenomenon) and thus, the European initiatives – “An agenda for new skills and jobs” 

and “Youth on the move” aims are: to stimulate young people to find a job after graduation, to improve the 

working environment through education and training institutions, characteristics of labor market that will 

enhance the productivity.  
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The economic damage caused by international financial imbalances lead to increased unemployment 

rates in CEECs and European authorities to adopt measures and macroeconomic reforms to enhance 

employment and reduce labor market disparities among countries [12]. In the worldwide economy, FDI 

flows exert a substantial influence through contribution to economic activity development or expansion 

gaining a higher level of labor employment. The liberalization of capital movements between economies 

under the influence of globalization allowed the reduction of the differences among them, FDI playing an 

essential role in this process despite the asymmetric effect generated on the labor market and representative 

indicators [8]. Empirical studies have shown that FDI has a crucial impact on the employment and 

unemployment rate, and the effects are dependent on the type of investment. Economic and financial crisis 

has demonstrated the instability of the international and financial system to turbulences by GDP decrease, 

influencing both development prospects of CEECs and the macroeconomic relevant indicators: sharp 

increase of unemployment rate, migration, layoffs and a downward trend in FDI volume attracted. 

The aim of this paper is to shed light on the changes suffered by the labor market during the economic 

crisis in CEECs. The paper is structured as follows: section two presents the dynamic of the most relevant 

indicators on labor market previously and during the actual crisis; section three analyzes the evolution of the 

FDI volume in the selected countries and approaches theoretically the connection between FDI and 

employment and the last section studies the FDI impact on the unemployment rate in Romania and 

establishes the correlation between the variables.  

 

2. The main features of the labor market in CEECs 

 

The labor market, based on its basic mechanism – demand and supply, positively influences the 

economy development and economic growth, revealing the interdependencies and connections between 

social – economic prosperity, as a demand resource and population, as a resource of labor supply. The labor 

importance in economy is supported by Adam Smith who says that human labor is the foundation of progress 

and civilization. 

The length of the transition process that CEECs has passed through was dependent on the economy 

characteristics, but the implications of the transfer from a centralized state economy to a market one were the 

same: the sudden decrease of active and employed population, high unemployment rates, limited capacity for 

creating new jobs, state enterprises privatization (FDI played a significant role) which often has led to jobs 

restructuring. EU accession due to meet the requirements of the community acquis and the release of 

international barriers caused an increased rate of emigration, the exodus of young generation with high 

intellectual developed skills and also by those with an average level of training animated by the desire of 

gaining increased incomes [5]. 

Europe Strategy 2020 provides for economic growth stimulation and creation of new jobs the use of 

three main politics and instruments: strenghthening the single market, investments in economic development 

and instruments of foreign policy. The global economic crisis affected the economy, financial and 

commercial transactions in all its branches, CEECs suffering a severe contraction of real GDP growth since 

late 2007. Of these countries, Slovenia recorded the largest annual decline of -8 % in 2009 and Poland is the 

only country to avoid recession, demonstrated by GDP value in 2008 -1.6 % and 3.9 % in 2010. Romania 

and Bulgaria, both EU members since 2007 were among the hardest affected by global imbalances, recording 

GDP values of -5.5 % and -6.6 % in 2009, meanwhile in 2010, Bulgaria has an important progress in 

economic development reaching a GDP value of 0.4 %, while Romania was the only one that had an 

economic growth contraction of -1.6 %. Provisional and estimated data for 2011 – 2013 highlight national 
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economy recovery through a slow process, with small and insignificant progress and economic activities in 

intensity and scale [14], [18]. 

 

 

 
 

    

 

 

 

 

 

 

 

 

 

 

Figure 1 GDP growth rate during 2000 – 2013 in EU – 27 and CEECs (Source: processed by [20]) 

 

The turbulences on international markets influenced the labor market dynamic in CEECs through the 

relevant indicators’ evolution: employed population, total and structured unemployment rate, by gender and 

age. Economic downturn, the reduction of the existing activities of multinationals or in the worst case, 

closing of its workstations put their stamp on the employed population evolution which, according to the 

figure below was maintained in most countries around the steady, the decrease being more obvious in 

Romania and the increase in Poland. 

            

0.00

2,000.00

4,000.00

6,000.00

8,000.00

10,000.00

12,000.00

14,000.00

16,000.00

18,000.00

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Bulgaria

Czech Republic

Hungary

Poland

Romania

Slovenia

Slovakia

 
 

Figure 2 Total employment during 2000 – 2010 in EU – 27 and CEECs (Source: processed by [20]) 

 

Main features analysis of labor market must include the study of unemployment rate, its level outlining a 

general image on national economy welfare. During the last year, unemployment turned into a primary and 

recurrence problem that most EU countries have to face and focus on identifying the best solutions to limit 

its increase. Figure related to unemployment rate evolution in EU-27 and CEEC highlights the progresses 

they have made during 2000 and 2007 through the programs and policies adopted which limited 

unemployment raise, but the situation changed under the impact of worldwide crisis. EU unemployed 
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population was 19703.4 million people in 2000 and its trend was upward till 2005 and then in 2009 the 

growth was sudden, reaching in 2011 a value of 23223.10 million persons. 
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Figure 3 Unemployment rate dynamic in EU – 27 and CEECs during 2000 – 2011 (Source: processed by [21]) 

 

The labor market fluctuations during 2000 – 2011, pointing out that Slovakia, Hungary and Bulgaria 

have the highest levels of unemployment, reaching in 2011 a rate of 13.4 %, 10.6 %, respectively 11.1 % and 

in 2010, 14.4 %, 11.2 %, respectively 10.2 %, along with Poland which also have high levels of 

unemployment till 2006 (13.6 %). The lowest unemployment rates were registered in Slovenia, which, 

during 2007 and 2009 the value was between 4.4 % and 5.9 %, in 2010 amounted to 7.3 %, like in Romania 

and the Czech Republic, the latter with an unemployment rate in 2011 of 6.8 % [7]. In Romania, the 

unemployment rate has an oscillating character, with a minimum of 5.8 % in 2008, reaching 7.4 % in 2011. 

Maintaining unemployment rate in Romania at a level between 6.4 % and 8 % during 2000 and 2007 was 

mainly due to macroeconomic policies and reforms adopted to limit its growth and reduce inflation, 

generating additional costs that were favorable to its persistence. The dynamic of unemployment was 

significantly influenced by the plans, projects and strategies failed to ensure macroeconomic stability, the 

lack or low level of investments in infrastructure, insufficiently developed economic, political and 

democratic system. Labor market recovery is stimulated by economic growth and productivity, impact on 

real wages and in achieving these targets set by authorities, FDI play a fundamental role [10]. 

The unemployment rate has different characteristics by gender – women and men – and by age. At the 

international level, the female unemployment rate emphasizes an increase of women participation on labor 

market, in the society and in trade, economic and financial operations. The dynamic of the female 

unemployment rate shows a downward trend till 2008 and a slow increase after 2008, but the levels are much 

lower than 2000. The maximum, respectively minimum values are in Slovakia -13.3 % in 2011 and 6.8 % in 

Romania. At the beginning of the period, Poland recorded the highest value -21 % and during the recession 

reached a 10.5 % level. 
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Figure 4. Total female unemployment rate evolution during 2000 – 2011 in EU and CEECs (Source: processed by [21]) 

 

Analyzing the male and female unemployment rates in CEECs during 2000 and 2011 we noticed that in 

EU, Czech Republic, Poland, Slovakia and Slovenia have the female unemployment higher than male. In 

Hungary, the statistics show that the superiority of one gender unemployment is oscillating and the higher 

values are 11.6 % for male in 2010, respectively 10.8 % for female, in 2011. Under the impact of the current 

crisis, in Romania both female and male unemployment raised significantly, the latter being slightly lower 

than the former. 
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Figure 5 Total male unemployment rate trend during 2000 – 2011 in EU and CEECs (Source: processed by [21]) 

 

One of the most important international problems is youth employment. The national policies and 

regulations regarding education have a strong impact on the labor market and the employment population, 

especially the youth, meaning stimulation or inhibition. Thus, cheap labor with low skills will encourage FDI 

penetration in economy branches with low added value, unlike the labor force with high level of theoretical 

and practical knowledge has a superior cost and stimulate FDI inflows in sectors with higher added value, 

positively influencing the economy of the recipient country. The European initiatives – “An agenda for new 

skills and jobs” and “Youth on the move” aim to achieve a decrease of youth unemployment, improving 
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labor macroeconomic policies and the environment framework through education and training institutions to 

obtain a higher productivity growth. 

According to the data published by Eurostat, the unemployment rate for young people has a significant 

level and the prospects confirm the future increase, mainly because they have to face business environment 

deterioration caused by reduced activities and the deficiencies of the national educational system which 

limited their access to labor market, to job opportunities after graduation, having poor knowledge and 

underdeveloped skills. 
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Figure 6 Youth unemployment rate evolution during 2008 -2010 in EU and CEECs (Source: processed by [22]) 

 

 

The graphic emphasizes the upward trend, the maximum value being 33.6 % in Slovakia in 2010, the 

lowest is 18.3 % in Czech Republic. Youth unemployment in Romania has an increasing evolution from 18.6 

% in 2008 to 20.8 % in 2009 and in 2010 reached a 22.1 % rate. 

The Romanian labor market recorded significant progress (modernization of responsible institutions and 

raising competitiveness on the international scene) and presents some distinctive features, its development 

being more important before the EU integration: legislation and regulations alignment to the European ones, 

increase unemployment rate and changing relationships between population structure (active, occupied, 

retired), change relations between labor demand and offer under the impact of the current crisis by: reducing 

business and investments, decreasing consumption and goods demand, decrease of real wages.  As for the 

aspirations concerning the Romanian labor market, meaning the established national target in the context of 

Europe Strategy of 2020 of 70% employment rate of population between 20 and 64 years, Romania is 

situated at 6.9 % distance from the target. 

The efficiency of the Romanian labor market was strongly affected by: cheap labor force and labor 

productivity gap, lack of transparency in competition for vacancies, soaring school dropout from compulsory 

education from 10 to 8 years, trade, administrative and legislative barriers. 

 

 

 

 



 
ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp. 49 

URL: http://www.reaser.eu      

e-mail: editors@reaser.eu      
 

3. FDI impact on the labor market 
 

Previous theoretical and empirical research on the relation between FDI and employment, although not 

many, emphasizes the benefits generated by foreign capitals on unemployment in the host country. The 

intensity of the connection depends on: FDI type, way of market penetration, destination of exports.  

The study of the labor market dynamic in the literature is focused on unemployment determinants, the 

impact that politics, laws and regulations in the area exert on unemployment duration and the probabilities to 

find a job ([2], [3], [11]). 

FDI encourages economic development especially in developing countries and the extension or 

relocation of the businesses of multinationals, determines jobs reallocation among developed countries and 

the ones with low incomes. The transformations suffered by these countries during the transition process 

from centralized economy to the market economy is characterized by: intensification of the privatization 

process of state enterprises which in many situations caused company restructuring, massive layoffs and 

accelerated increase of unemployment rate, becoming attractive destinations for foreign investors because 

FDI contributes to EU and west markets integration ([9], [1]). 

FDI impact on the labor market is materialized both in creating new jobs, but also in maintaining the 

existing ones. The analysis of the effects generated by FDI inflows must consider, besides the number of new 

jobs in the host economy and their characteristics, the managerial and organizational knowledge and know-

how transfer and expansion of the commercial and production relationships of the local actors. 

Competitiveness stimulation in the host country leads to an enhancement of local investments, as a result of 

the increasing role of the national companies as suppliers or domestic investments carried out to face 

competition. 

Foreign capitals are the engine of financing and developing both the economy of host country and the 

home country, contributing through new jobs and new firms creation to unemployment decrease by carrying 

out the Greenfield investment projects, because foreign direct investment contributes directly to a reduction 

of migration through job creation in foreign affiliates and, through an array of forward and backward 

linkages, in host economies as a whole [17]. 

 The intensity of the relation between FDI and growth economic rate is crucially influenced by: the 

absorptive capacity and efficient use of financial resources, level of human capital in host country, 

stimulating favorable externalities like: technological progress, know-how, managerial and organizational 

skills transfer. Reference [6] sustains that foreign capital flows play an essential role in ensuring a high level 

of employed population and productivity in economic activities, based on evaluation of FDI real potential as 

a stimulating factor of economic growth and encouraging the economic gaps reduction from the West Europe 

markets. 

The multinationals have a strong and positive impact on labor market of the host country and its 

development through the job opportunities they create, by transferring knowledge, know-how, best practices 

concerning human resources management, improving the skills of the workers, proximity to sales and supply 

markets.  

The analysis of workforce costs as determinants of FDI in CEECs carried out by [4] highlights a positive 

influence on foreign capitals dynamic, along with work productivity that recorded significant progress in 

high technology industry stimulating FDI inflows in this sector and in the entire economy. FDI evolution 

during 2000 – 2010 shows an increase of attractiveness degree of CEECs on the worldwide scene, 

influencing the economic growth of these countries, the value of the inflows reduction since 2008 but, even 

so, are still at pretty high levels that confirm their position in the international economy. 



 
ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp. 50 

URL: http://www.reaser.eu      

e-mail: editors@reaser.eu      
 

 

 

 

 

 

 

 

 

    

 

 

 

 

Figure 7. FDI inflow dynamic in EU and CEECs during 2000 – 2010 (Source: processed by [23]) 

 

The privatization, a component of the transition process to market economy, generated at first, an 

activity decrease and FDI downturn, but since 2004 their volume increased as a consequence to the EU 

integration or the performance of the corresponding actions before the accession, the flows in Romania 

became three or four times higher than previous values. FDI felt and reacted later to the worldwide economic 

crisis, the impact being different in each economic branch, but among the most altered was the automotive 

industry in Hungary, Slovakia and the Czech Republic. In 2009, FDI flows in Hungary strongly fell, in the 

Czech Republic they were maintained at a level that allows external balance equilibrium and banking and 

financial system stability, unlike Poland where we cannot identify significant decreases because of the 

national market size which diminishes export dependency. In Bulgaria, foreign capital inflows decline was 

about a half from the previous year volume and in Romania, the downward trend of FDI flows was 

influenced by: the unfavorable economic climate, their exposure to risks, macroeconomic instability.  

FDI consequences on employment degree in the beneficiary country can be divided in direct and 

indirect, which can also be classified as positive and negative. 
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The relation between FDI and employment level in the host country is strongly dependent on 

multinational motivation to orient their investments or to expand their businesses in a certain area, the chosen 

strategy to penetrate the market of the host country, the main characteristics of the sector in which they 

invest. 

  

4. The analysis of FDI and unemployment relation in Romania 
 

The econometric analysis carried out has the aim to determine the connection between FDI and 

unemployment rate and uses, for the two variables statistical data published by NBR reports about Foreign 

direct investments in Romania and the ones available on the National Institute of Statistics. The values for 

the two indicators are structured in the table below during 1991 and 2010. 

 

Year  1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 

FDI (vol mill euro) 0.035 0.059 0.081 0.28 0.32 0.21 1.07 1.8 0.98 1.14 

Un_rate (%) 3 8.2 10 11 9.5 6.6 8.9 10 12 11 

Year  2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

FDI (vol mill euro) 1.29 1.21 1.94 5.18 5.21 9.06 7.25 9.1 3.49 5.26 

Un_rate (%) 8.8 8.4 7.4 6.3 5.9 5.2 4 4.4 7.8 7 
 

Table 1 FDI and unemployment rate in Romania during 1991 – 2010 (Source: [19], [24]) 

 

The impact study of FDI flows on the level of unemployment rate in Romania, in the selected period is 

performed by using the correlation and regression analysis in SPSS which allows identification of the 

relation between the variable, the intensity and its direction, setting the regression model and testing the 

model parameters. In this simple and linear model which I intend to build the dependent variable is the 

unemployment rate and the independent is represented by the FDI volume. 

The value of the correlation coefficient Pearson ρ = -0.612 shows that between FDI flows and 

unemployment rate is a negative, intense and indirect relationship.  

 
 

The statistical test T allows checking the significance degree of the correlation coefficient, resulting that 

between FDI and unemployment the relation is reverse and significant because (Sig = 0.004) < (α = 0.05). 

Based on the coefficients table the equation of the regression model can be established, whose 

parameters should be tested: Unemployment_rate = -0.500 * FDI + 9.143 
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The coefficient b0 = 9.143 shows that the estimated average level for the dependent variable 

(unemployment rate) is 9.143 % when the volume of FDI is equal to 0. 

The coefficient b1 = -0.500 corresponds to a reverse, negative relationship between the parameters 

considered. An increase in FDI volume with 1 million euro causes a decrease in the unemployment rate in 

the average by 0.500 % in Romania. The significance of the test student for each variable is Sig t < α = 0.05, 

that leads to the decision of rejecting the null hypothesis with a 95 % probability and of confirming the fact 

that the model parameters are significantly different from the 0, which means that the independent variable 

FDI has a strong influence on the unemployment rate. 

The value of the statistic F = 10.793 in the ANOVA table shows that the independent variable – FDI 

explains the variation of the dependent variable – unemployment rate, because sig = 0.004 < α = 0.05, 

proving that the unemployment level in Romania is significantly influenced by the volume of attracted FDI. 

With a probability of 95 % the null hypothesis is rejected and guarantees that the linear regression model is 

statistically significant in explaining the dependency among variables. 

 
 

The determination coefficient Rsquare = 0.375 highlights the fact that 37.5 % of the unemployment 

variation is explained by the variation of the independent variable, foreign direct investment. 

 
 

5. Conclusions  
 

FDI flows are recognized for the benefits they generate on host country economic growth and on the 

evolution of national macroeconomic indicators. The analysis performed on CEECs reflects the impact 

exerted by the worldwide economic crisis on beneficiary country characteristics, emphasized through the 
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decrease of the economic growth, employed population and an accelerated increase of the unemployment 

rate.  

The economic imbalances determined transnational corporations to limit their activities, to quit their 

business expansion plans, their decisions influencing the workforce employment, the total and structural (by 

gender and youth) unemployment rates. 

The econometric analysis performed emphasizes the strong correlation between FDI and unemployment 

rate dynamic in the host country, revealing the favorable impact exerted by foreign capital on the dependent 

variable. 

The labor market and dynamic of FDI flows are significantly influenced by the current economic crisis 

in terms of characteristics deterioration, highlighting a considerable decrease of foreign capitals through 

worsening evolution of employment indicators. Aware of the importance of FDI flows on employment in the 

host economy, the authorities adopt tactics to attract multinational companies encouraging them to extend or 

to implement businesses on their territory, leading to obtaining a sustainable economic growth and a 

favorable trend of the relevant indicators concerning occupancy, along with macroeconomic policies 

destined to improve the work environment, market and labor access and enhancing productivity.  
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Abstract. Cultural tourism has experienced a rapid growth, along with a comparable diversification of 

cultural patterns. The potential of development for this economy sector can be huge. There are specific 

patterns for every culture and that is why cultural tourism is an inexhaustible source of tourism resources. 

Cultural tourism represents, along with trade, a vector of knowledge, exchange and tempering for the 

relations between nations. In this sense the "Silk Road" program promoted by UNESCO represents an 

example of cooperation and intercultural exchange, being also an engine of growth for the regions included 

in the program. Dobrogea, as a land situated at the junction of great empires, subject to social, economic, 

political and even geological changes can offer us, at the beginning of the third millennium, important 

disclosures for the world history.  

The purpose of this paper is to militate for including Dobrogea in the UNESCO program of preserving and 

promoting the “Silk Road” tourism product. Even if now Dobrogea is not part of the "Silk Road" 

destinations, available evidence support our proposition on the necessity of a more thorough research in 

order to find new information to support this theory. 

Our research examines the manner in which promoting Dobrogea as part of the “Silk Road” destination can 

be a value for the UNESCO program and also for the local economy. This can represent a resource worth 

developing through a public - private partnership between the tourism industry, largely privatized and the 

Ministry of Culture. Through a medium and long term strategy, a sustained promotional campaign, this 

hypothesis could be proven if a part of the revenue generated from tourism would be invested in culture. 

This paper is an exploratory research, based on data and studies on the importance of promoting Dobrogea 

region as part of UNESCO "Silk Road" program. 

 

Keywords: cultural tourism, tourism product, tourist region, Silk Road 

JEL Codes: L83, M31 

1. Introduction  

Cultural tourism, since its coming out as a concept, in 1945, has undergone a large debate both at the 

level of worldwide organisms which promoted it (the Worldwide Bank, UNESCO – The United Nations 

Organisation for Education, Science and Culture, OMT – the Worldwide Organisation of tourism, ICOMOS 

– The International Council of Monuments and Sites, the UNESCO organism, responsible with the 

propositions for the Worldwide Patrimony List) and at the professional and political level (Saskia Cousin, 

2008). 

Its meaning and reaching has developed together with the understanding and definition of another 

concept which has caught the attention of the international organisms. We are referring to the notion of 

culture. As an answer to the UNESCO request, the American anthropologists A.L. Kroeber and C. 

Kluckhohn have made an inventory, in 1952 of more than 200 significances of the term culture. The two 

anthropologists have elaborated a definition that intended to get rid of the confusions and emphasized the 

difference between culture and civilization. The two anthropologists’ definition: “Culture consists of 
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patterns, explicit and implicit, of and for behavior acquired and transmitted by symbols, constituting the 

distinctive achievement of human groups, including their embodiments in artifacts; the essential core of 

culture consists of traditional (i.e., historically derived and selected) ideas and especially their attached 

values; culture systems may, on the one hand, be considered as products of action, on the other hand as 

conditioning elements of further action” (A. L. KROEBER, Clyde KLUCKHOHN, 1952), is intended to 

eliminate the confusion and emphasize the specific difference between culture and civilization. In 1982, at 

the Worldwide Conference on economic politics, which took place in Mexico City under the UNESCO 

guidance, the term culture was defined: the whole complex of distinctive spiritual, material, intellectual and 

emotional features that characterize a society or social group. It includes not only the arts and letters, but also 

modes of life, the fundamental rights of the human being, value systems, traditions and beliefs (Declaration 

on Cultural Policies, 1982).  There has been more than a century since the first recorded definition of the 

concept of culture, in 1871, given by Edward Taylor: “CULTURE or Civilization, taken in its wide 

ethnographic sense, is that complex whole which includes knowledge, belief, art, morals, law, custom, and 

any other capabilities and habits acquired by man as a member of society”(Edward Tylor, 1871) until the 

2010’s Geert Hofstede: “Culture is the collective programming of the mind distinguishing the members of 

one group or category of people from others”(Geert Hofstede, Gert Jan Hofstede, Michael Minkov, 2010), 

still the preoccupation for defining this term has not ceased. 

Why has this definition of the concept been the main target of the international organisms? As the 

academy member M. Malita noted in A Thousand Cultures, One Single Civilisation: to the Geomodernity of 

the 21
st 

 century, the way in which this concept has been understood, in various nations, has turned out to be 

an armed conflict – and he gave the example of Germany and France. As it has been already seen, 

globalization is not a recent notion, it has its roots in the development of the international organisms, which 

have been making efforts to elaborate a universally accepted definition of the meanings of certain words 

which, by their differentiating as sense and meaning, have become a reason for conflict. It has been known 

for long that the definition of a notion is a priority; the Gospel of John is very concise about this: ”In the 

beginning there was the Word”. 

The concept of cultural tourism has had various definitions. In the article “L’Unesco et la doctrine 

culturale”, published in 2008, Saskia Cousin makes an X-ray of this concept. In the context of paradigm 

change after the Second World War and of the New World Order, the accent has been placed on the mutual 

advantage doctrine, on the exchange of economic values for cultural ones, on accepting and promoting 

cultural diversity (Saskia Cousin, 2008). 

“Cultural tourism is that form of tourism whose object is, among other aims, the discovery of 

monuments and sites. It exerts on them a very positive effect insofar as it contributes - to satisfy its own ends 

- to their maintenance and protection. This form of tourism justifies in fact the efforts which said 

maintenance and protection demand of the human community because of the socio-cultural and economic 

benefits which they bestow on all the populations concerned” (ICOMOS, 1976). 

“Cultural tourism may be defined as that movement which involves people in the exploration or the 

experience of the diverse ways of life of other people, reflecting all the social customs, religious traditions, 

or intellectual ideas of their cultural heritage”( János Csapó). 

According to UNESCO, cultural tourism is the area with the most rapid international growth of industrial 

tourism. Even if it has been very difficult to find the data about the dimension of the cultural tourism market, 

OCDE and OMT have reported that, in 2007 cultural tourism has represented 40% of the international 

tourism market. Thus, out of 898 million of reported arrivals in 2007 in international tourism, 359 million 

represented the cultural voyages, an increase compared to 1995, when, out of the total number of 538 

million, 199 million were cultural voyages (OCDE, 2009). 

This growth was rendered also by the intense promotion of numerous projects on cultural tourism by 

international organisms such as OMT, UNESCO, the European Commission. One of these programmes, 

launched in 1993 by OMT is also the Silk Road. Starting from a number of 19 states which signed the 

Samarkand, Uzbekistan declaration, the programme now includes (March, 2012) 28 states. 
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2. Short historical report of the program “Silk Road”  

Since its coming forth until the present, this programme has acknowledged a continuous development; 

many important meetings, activities and events have taken place. 

The objectives of „Silk Road” programme are: 

1. The Silk Road will be an internationally renowned, seamless travel experience. 

2. The tourism sector will be prosperous across all Silk Road destinations, stimulating ongoing 

investment. 

3. Silk Road stakeholders will work closely together for mutual benefit. 

4. Tourism will drive improved cultural and environmental management. 

5. Silk Road tourism will act a vehicle for fostering peace and cultural understanding. 

 

Table 1: History the Silk Road Programme 

Year Activities name Locations Recommendations Statements/ 

Observations 

1993 Silk Road Project General 

Assembly 

Bali, Republic of 

Indonesia 
  

1994 First International Silk 

Road Meeting 

Silk Road Events 1994/95: 

World Travel Market London 

and at ITB Berlin 

Samarkand, 

Republic of 

Uzbekistan 

 Samarkand Declaration/ 

Adoption of the 

SilkRoad Logotype 

1996 First Silk Road Travel 

Forum 

Xi’an, People’s 

Republic of China 
  

1997 Second Silk Road Travel 

Forum 

 

Nara, Japan 

 

  

Second International Silk 

Road Meeting 

Tehran, Islamic 

Republic of Iran 

-Creation of a Silk Road 

Website  

-Establishment of an annual 

Silk Road Tourism Day and 

a Motor Rally event  

-Adoption of a Silk Road 

Anthem  

 

International Silk Road 

Meeting on Tourism and the 

Environment 

Bishkek, Kyrgyz 

Republic 
  

UNWTO General Assembly 

Workshop 

Istanbul, Republic 

of Turkey 
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1998 Third Silk Road Travel 

Forum 

Kyoto, Japan -Urging national tourism 

administrations to appeal to 

their governments regarding 

Visa Facilitation along the 

Silk Road and the 

exploration of a possible Silk 

Road tourist visa for all 

countries  

-Silk Road countries should 

begin promotion in Japanese 

market gradually, in order to 

establish substantial business 

links with Japanese 

counterparts  

-The targeting of seniors in 

the Japanese market as an 

affluent age group for 

tourism  

-Appeal to aviation 

authorities for further 

improvements in facilitating 

charter flights for multi-

national tours  

 

 

Silk Road Tour Operators 

Workshop 

Almaty, Republic 

of Kazakhstan 

  

Third International Silk 

Road Meeting 

Tbilisi, Georgia -Identification of visa 

restrictions as most serious 

impediment to the project, 

calling upon tourism 

administrations to appeal to 

their governments regarding 

visa and frontier formalities  

-Establishment of business 

links with the aviation 

industry of the region  

 

 

1999 WTO/UNESCO Tourism 

and Culture Seminar 

Khiva, Republic 

of Uzbekistan 

-Support the aims of the 

proclamation of the year 

2000 - “International Year 

for a Culture of Peace” - as 

stated in Resolution 52/15 

of the UN General Assembly  

-Call for the adoption of the 

WTO Global Code of Ethics 

for Tourism by 2000  

 

Khiva Declaration 

2002 Fourth International Silk 

Road Meeting 

Bukhara, 

Republic of 

Uzbekistan 

 Bukhara Declaration/ 

Establishment of a 

“Silk Road Support 

Office” in Samarkand 

2003 UNWTO General Assembly 

Workshop 

Beijing, People’s 

Republic of China 
  

2004 The Silk Road Initiative 

(SRI) 

   

The UN Silk Road City 

Awards 
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2006 First Silk Road Investment 

Forum 

Xi’an, People’s 

Republic of China 
  

2009 UNWTO General Assembly 

Silk Road Meeting 

Astana, Republic 

of Kazakhstan 
 Astana Declaration 

2010 Shiraz Silk Road Mayors 

Forum 

Shiraz, Islamic 

Republic of Iran 
 Shiraz Declaration 

 Fifth International Silk 

Road Meeting 

Samarkand, 

Republic of 

Uzbekistan 

  

2011 Silk Road Ministers’ 

Summit at ITB Berlin 2011 

Berlin, Federal 

Republic of 

Germany 9-13 

March 

  

Source: Summary of Silk Road Activities 1993-2011, data compiled by the author based on 

http://silkroad.unwto.org/sites/all/files/docpdf/summaryofactivities1993-2011.pdf 

 

3. China and the Central and South-East Europe: common development, as 
tradition and continuation (China Embassy in Romania, 5 July 2012) 

 

As his Excellency, Wen Jiaboo, the Prime-minister of the Chinese Popular Republic, pointed out on 

the occasion of the Economic and Commercial Forum about China and the European Central and South 

Eastern countries, held in Budapest, on the 25
th 

of June 2011, the Silk Road has drawn us closer in the last 

2000 years (The Economist, 4 July 2011). 

According to the Prime-minister’s declarations the commercial exchanges between China and the 

European Central and Eastern countries amounted in 2000 to USD 3 billion, reaching in 2010 the amount of  

USD 40 billion. Concerning the tourism, it has been obvious that in 2010, 200,000 tourists from the Central 

and the East European countries visited China, and more than 60,000 Chinese tourists have visited the 

Central and East European countries (The Economist, 4 July 2011). 

Concerning Romania, the bilateral exchanges with China meant USD 4.2 billion in 2011, a growth in 

comparison with the year 2010 – 36.27% of the Romanian exports and 8.24% of the imports (Vioreanu 

Valentin, 4 April 2012). 

According to the Chinese statistics, the Romanian exports represented USD 948 billion, a growth by 

26% compared with 2010, and the Romanian imports from China were of USD 3.454 billion, a growing 

figure by 15% compared with 2010. The commercial balance between the two countries has grown by USD 

265 billion in 2011, 11.1% bigger than 2010 (UK Government, March, 2012). 

According to the Business Guide-book, published by BPCE, Beijing, in 2011 there were great 

differences between the statistics data of the countries, mostly in the Romanian exports record; this fact is 

partially explained by the way of exports records in the two countries (FOB in Romanian, CIF in China) and 

by the fact that many Romanian products reach the Chinese market via certain companies from other 

countries (the case of the multinational companies that work in Romania), and their exports are not recorded 

as exports in the People’s Republic of  China (UK Government, March, 2012).  

Helmut Uhlig mentioned back in time in the Silk Road, quoting two Chinese chronicles Ts’ien Han 

schu and Hou Han schu: “ during the times of internal anarchy and threatening, there existed, at the Chinese 

court, high officials, who had the duty of recording and who had to put down without any hesitation, 

falsification or adorning all the events” (Helmut Uhlig, 2008). 

The Silk Road is a century-old notion, imposed by the German geologist Ferdinand baron von 

Richthofen, in his introductory volume of his work about China; the first scientist who introduced the West 

to China on the basis of his own expeditions (Helmut Uhlig, 2008).  

In his introduction to the Silk Road, Helmut Uhlig uses the notion “the ways of the silk” – “ because 

we know there existed more than one, but a net of ways between East and West, like between North and 

http://silkroad.unwto.org/sites/all/files/docpdf/summaryofactivities1993-2011.pdf
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South, a kind of coordinated system with multilateral connections between towns, states and nations, which 

served to peaceful commerce, but often to the most atrocious sage of force” (Helmut Uhlig, 2008). 

As Helmut Uhlig asserts, “it was believed, not long ago, that there was one way of access between 

China and the West”, saying that “an older way, about which we have no knowledge when it started being 

accessed for the first time as a commercial one, began from Gansu, in the Northern part of Mount Celest, in 

the so-called forested area in the South of Asian Russia and farther up to the Don’s mouth in the Azov Sea”. 

This way, which turned the territory from the North of Black Sea into a flourishing and rich land, on a span 

of almost 1000 years (the flourishing Pontic culture) has lost its economic importance at the birth of the 

South Silk Road (Helmut Uhlig, 2008). 

 Helmut Uhlig is still the one who mentions that, for this Northern way (the oldest) of the Silk, 

archaeological proofs have been discovered in the Scythian graves – the so-called cairns – where traces of 

silk have been found along with objects made of precious metals and Chinese jewellery (Helmut Uhlig, 

2008). On the present territory of Dobrogea and on the rest of the Romanian territory one can find numerous 

such graves, which have not yet been searched and which can offer a great number of surprises and material 

proofs of the cultural and populations that lived on these territories.  

This Scythian people had, according to Helmut Uhlig, the oldest and most intensive liaisons, even if 

not always peaceful with the Chinese people (Helmut Uhlig, 2008). 

These archaeological discoveries are a proof of the commercial exchange in both directions of the 

Silk Road; the silk and the jade jewellery came from China and the precious metal objects were exported to 

China. 

Another proof that Dobrogea represented an important knot in the East-West commerce is also the 

fact that the great empires that have been established along the tumultuous history of Europe and Asia made 

extraordinary efforts to possess this territory, and it was part of all these empires (Maps 1, 2, 3, 4).  

In this sense, Dobrogea may be considered part of the Silk Road, considering the specialists’ opinion 

that this commercial road between East and West was represented by more commercial ways. In the German 

specialists’ opinion, who analyzed this road, a way that connected China to the West has always existed, 

even in ancient times and this was the Northern Silk. Not so many proofs have been revealed about it, but 

they may be discovered in the barrows spread all over this territory and which lie still unsearched into on the 

Romanian territory, with Dobrogea as an integrant part. Research has not been done due to the tumultuous 

history of this land and to the lack of funds, quite great in itself, funds that have been proved as necessary to 

the undergoing of research. The fact that Romania belongs to Europe and it is also a UNESCO country might 

draw both these funds in order to develop this Dobrogea region from the touristic point of view, by specific 

programmes and activities, and the necessary funds for this research work. This fact might contribute to both 

economic development of the region and of Europe implicitly, and to the cultural enrichment through new 

archaeological discoveries. 

 

4. The inventory of Dobrogea tourism resources  
 In order to militate for Romania to be considered a Silk Road country, we also need to analyze the 

list of our most important tourist resources that can be appealing for the Silk Road traveler. 

 One of the first steps to this program will be to compile an inventory of Silk Road tourism resources 

for our country. The aim of this inventory is to familiarize the potential tourist with the immense variety and 

high quality of the Silk Road tourism resources which can be located in our country. 

 Resources will be identified in the province which forms part of the Silk Road Regional program and 

not for the entire country. In our case, this province is Dobrogea. 

 A brief description of the Dobrogea region should be made. 

 Dobrogea is the historical and geographical territory situated between the Danube and the Black Sea, 

which is part of Romania and Bulgaria. The region was known in its history as the Scythia Minor. From the 
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administrative point of view it includes Tulcea and Romania and in Bulgaria - Dobrich and Silistra. In our 

country  Dobrogea is limited to the north by the Danube Delta and the Macin Mountains, to the east by the 

Black Sea and to the west by the lower Danube. 

 The main cities are Constanta, Tulcea, Medgidia and Mangalia, to which we can add numerous 

holiday and spa resorts: Mamaia, Eforie North, South Eforie, Costinesti, 23 August, and the whole chain of 

resorts: Neptun, Saturn, Olimpus, Jupiter, Venus and Aurora, Vama Veche and 2 Mai. Numerous holiday 

villages can be found on the shore (Histria, Ovid, Techirghiol) or at the Danube. 

 The history of Dobrogea covers a period of more than 2,500 documented years. 

More than 2,800 years ago, Greek ships carrying families of merchants, craftsmen, soldiers and sailors, 

entered the sea called Sciti Axaina (dark blue) and named it Pontos Euxeinos. Many settlers that came from 

the Aegean Sea and from the south coast of the Black Sea, settled there due to commercial opportunities. 

They founded several cities - ports, such as: Odessa (Varna), Apollonia, Callatis, Tomis, Histria Argamum 

and on the Danube shore, Aegyssos (Tulcea) and Axiopolis (Cernavoda). On Dobrogea territory were 

discovered traces of Thracian civilization. As Herodotus mentions in his history, in 514, since the expedition 

of Darius, Dobrogea was largely inhabited by Geto-Dacian tribes. Dobrogea had a special place in the 

history and progress of the Dacians, significantly influencing the trade between the Sea and Dacia. 

 Due to geographical position and impressive history of Dobrogea, the two of its counties, Constanta 

and Tulcea, are among the richest counties in terms of number of archaeological sites. 

 Dobrogea's main tourist attractions are: 

 the Danube Delta 

The Delta has a surface of 3446 km² and is the largest and best preserved of European deltas. It was 

declared an UNESCO World Heritage in 1991 as a reservation of biosphere. It has over 320 species of birds 

and 45 freshwater fish species in its numerous lakes. This is where millions of birds from different areas of 

the globe (Europe, Asia, Africa, the Mediterranean) come to nest.  

 the Romanian seaside 

It extends from the border with Ukraine (North) to the border of Bulgaria (South), a length of 245 km 

and consist of the Danube Delta and coastal lakes, which account for a total length of 163 km, and coastal 

beaches on more than 82 km. Here we can find many resorts that attract many tourists every year from 

Romania and abroad. Some of the resorts are: Mamaia, Eforie North and South, Costinesti, Neptun - Olimp, 

Jupiter, Venus, Saturn, Mangalia and Vama Veche. 

 Capidava Roman Camp 

The Roman fortress was built in the late 3rd century A.D., when the whole Danubian limes was rebuilt, 

the process ended is the time of Emperor Constantine. Among the most important monuments found at 

Capidava, there are the epigraphic ones, sculptures and ceramics such as vases, amphorae, clay buckets, 

vases and lamps. Metal objects, bone, glass, stones and coins were also discovered. They discovered 

funerary monuments and sanctuaries. 

 Histria 

On the Sinoe Lake, in the northern part of the current Istria peninsula, rose more than two thousand six 

hundred years ago the city of Histria , founded by the Greek sailors and merchants who settled in the 

hospitable golf once, in order to do trade with the native Geto-Dacians. Olive oil, wine, Greek ornaments 

were exchanged for grain, honey, beeswax, cattle skins, salted fish, offered by local tribes. Even today you 

can see on the histrian Acropolis, in the sacred area of the city, the ruins of a great temple of Zeus. Here, 

other altars were also found dedicated to Greek gods such as Athena, Hermes, Aphrodite or Dionysios. 

 Adamclisi 

Adamclisi City, located in the south of Constanta, attracts tourists due to its historical significance, in 

particular thanks to the valuable sights, grouped in the museum complex near the village. Here a final battle 

was fought in the Daco-Roman War in the winter of 101-102 A.D., with heavy losses on both sides, and the 
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result was a truce between Traianus and Decebalus. After the conquest of Dacia in the war of 105 and 106 

A.D., Traianus built here the Adamclisi Tropaeum Traiani monument in 109 A.D. 

 Aegyssus Fortress 

The fortress is situated on Monument Hill in the east of Tulcea. Greek and Getic ceramics (warehouse of 

amphorae) were found in the archaeological site, dating the building of the city at the end of the 4th century 

B.C. and the beginning of the 3rd century B.C. After 12-13 years battles, the city was conquered by the 

Romans. In the 11th century the city is almost entirely destroyed, rebuilding strated at the foot of Hora (now 

Hill Monument), it was inhabited throughout the entire Ottoman rule. 

 Museum of Archaeology of Constanta 

Constanta Museum of Archaeology presents the most outstanding values of material and spiritual culture 

of ancient Tomis and numerous other findings in Dobrogea. In the halls of the museum remarkable pieces of 

the  Gumelnita and Hamangia Neolithic cultures can be seen, many agricultural items from the slave-owning 

period, Greek and Roman amphorae, coins, items used in trade. 

 Roman wall enclosure 

The ancient city was located on the peninsular part, 15-30m high above sea level, where is protected 

from surprise attacks by sea. To have a better protection, both in the north and the north-west, the Romans 

built in the third century a strong defense wall. An important portion of the wall was unveiled with a round-

shaped tower defense (Butchers' Tower). 

 Museum of History and Archaeology from Tulcea 

 Museum of Art from Tulcea 

 Museum of Ethnography and Folk Art 

 Natural Science Museum “Danube Delta” 

 The Great Mosque of Constanta 

 The Church with Clock from Tulcea 

 Constanta Aquarium 

 Constanta Casino 

 Constanta Aquarium 

 Constanta Planetarium 

 Genovese Lighthouse 

 

 Regarding the accessibility to our country, Romania’s transport system, comprising civil aviation, 

railways, highways and water transport is not the most advanced one. 

 According to statistics published on the website of the Ministry of Transport, in 2010 our country 

had 332 km highways, 3.4% more than in 2009 and 18.1% more than in 2008 and 6188 km of European 

roads, 0.12% more than in 2009 and 1.76% more than in 2008. 

 Air transportation in Romania takes place between major cities. Passenger traffic is small compared 

to other European countries, namely 10.13 million passengers in 2010, of which 14.5% in domestic services 

(1,476,000 passengers) and 85.5% in international flights (8,652,000 passengers). According to Airports 

Association in Romania, there are 15 international airports in our country. 

 In Dobrogea region, access by air can be made through the international airport "Delta Dunarii" in 

Tulcea and the international airport "Mihail Kogalniceanu" in Constanta. 

 Regarding the railway service, the number of passengers traveling by train was of 64.3 million in 

2010, down 8.6% from 2009 and down 17.8% from 2008. Of these, passengers that travel inside the country 

cover a share of 99.3%. For international transport two stations are available: Tulcea and Constanta. 

 The transport in Romania is a weakness for the Romanian tourism, the lack of national roads and 

highways and lack of sufficient air routes between Romania and Asia can be an impediment to facilitate 

access of foreign tourists in Dobrogea. 
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 There are travel agencies in all the important cities of Romania able to provide a complete array of 

tourist services, including: 

• transportation, sight-seeing, lodging, shopping, entertainment and tourist guides; 

• handling entry, exit and visa procedures with the authorization of prospective tourists; 

• booking air, boat, and train tickets, and providing luggage service for tourists. 

 According to the list of licensed travel agencies published on the official website of the Ministry of 

Regional Development and Tourism, today there are 3,306 travel agencies, of which 214 agencies in 

Constanta county and 29 in Tulcea county. 

 Since 2007 Romania has experienced a steady decline in the number of arrivals of foreign tourists 

until 2009, when it reached 1.3 million people, to increase in 2010 by 5.5%. (table no 2) 

 

Table 2: International Tourist Arrivals (number of people) 

Year 2006 2007 2008 2009 2010 

Constanta 

county 

82741 83259 65052 50091 47720 

Tulcea 

county 

11868 20445 17440 15888 14208 

Total 

Romania 

1379832 1550957 1465891 1275590 1346343 

Source: (Data published on National Institute of Statistics site, https://statistici.insse.ro/shop) 

 

Regarding the international tourist arrivals in Constanta and Tulcea counties, you can see a slight 

increase in 2000, and a decrease during 2007 - 2010. (Figure no. 1) 

 
                    

 
 

Fig. 1: Arrivals in Constanta and Tulcea counties during 2006 – 2010 

 

Year 2010 experiences, compared with 2007, a significant decrease in the number of international tourist 

arrivals: 42.7 percentage points for Constanta county and 30.5 percentage points for Tulcea county. These 

statistics reinforce once again the importance of joining a project as important as the "Silk Road" and 

thereby, the recovery of tourism in an area of great cultural importance like Dobrogea region. 

 

 

5. How to promote Dobrogea region as part of the „Silk Road” on the Japanese 
travel market 
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Japan is, according to the WTO/UNESCO/APTEC Silk Road Travel Forum from 21 February 1998, 

Kyoto, one of the major tourist generating countries in the world. Also, it is the main source market that 

generates large number of tourists to the Silk Road countries. 

 According to the Global Youth Bureau of Japan, Japanese people love to go abroad and experience new 

adventures in foreign lands.  

The World Tourism Organization (UNWTO) and the Asia-Pacific Tourism Exchange Center (APTEC), 

which extend active support to the WTO Regional Support Office in Osaka, have been working together 

since 1998 to penetrate the Japanese market for the benefit of the Silk Road countries. The Forum aimed to 

increase awareness of the Silk Road in Japan and to establish long-lasting and co-operative relations with the 

Japanese tour operators and the Silk Road countries. 

In promoting Romania, but mostly Dobrogea region as a must-see tourist destination of the Silk Road to 

the Japanese travelers, we must think of the proper ways to inform them about our tourist product, using the 

most efficient channels. 

The first logical step is to take action toward including Romania in the Silk Road countries. This should 

be an initiative of the Ministry of Regional Development and Tourism that should see the great advantages 

this project can have for the Romanian economy, and most of all, for Romanian tourism. Then, they should 

put together an investment plan for a more detailed research into the history of Dobrogea region. The aim of 

this research will be to find good arguments and solid proof that can support our theory that Dobrogea was a 

part of the Silk Road.  

Moreover, The Ministry has to open a dialogue with UNWTO on this matter, to learn more about the 

ways our country can express the interest in joining the Silk Road countries. 

We should also be active and manifest our desire of participating in events organized by UNWTO, like 

the EHL strategy Challenge from 2012, coordinated by UNWTO and Ecole hôtelière de Lausanne (EHL) for 

the Silk Road. The EHL Strategy Challenge aim is to produce the outline for a 5-10 year strategic plan on 

how each country can best position itself within the Silk Road. The strategies will focus on the areas of 

marketing/promotion and capacity building/destination management.  

Once Romania is on the list of Silk Road countries, it can benefit from UNWTO support in promoting 

the Dobrogea region. It can also benefit from help on assisting the Government in developing our Silk Road 

tourism products.  

 Regarding the Japanese tourists, the fundamental issues regarding Silk Road destinations, presented 

by the International Tourism Development of Japan, are:  

 safety of the tourist; 

 proper tour guides at the destination;  

 good variety of local cuisine; 

 comfortable accommodation; 

 a wide selection of good quality souvenirs. 

In conclusion, to make sure all the necessities of Japanese tourists are covered, we should provide safe 

tours, with good Japanese-speaking guides and detailed brochures and guidebooks available both in Japanese 

and English. We should also make sure to offer them the best variety of local cuisine, with detailed 

information about every course, comfortable accommodation and also allow time for taking the tourists to 

souvenirs shops.  

For the Japanese, the main obstacles obstructing overseas travel regard food, language and safety. Once 

removed these obstacles, Romania can become an accessible country for them. 

We should also consider improving traffic signs, providing more frequent and cleaner bathroom facilities 

on the roadside service area, refreshment and shopping facilities. It is also important to upgrade the service 

level of tourism employees. Quality and attractive souvenirs must be available for purchase, as well as 
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diversified tourist attractions using the local art. Taking into consideration the fact that museums can be a 

focal point of the tour, they must be renovated at least by improving the content of the expositions, the 

lighting within and descriptions of the exhibits should be in more international languages. 

 Our main target market segment for promoting Dobrogea region should be senior citizens from 

Japan for two good reasons: 

 Firstly, they are the ones that have more time and more money to spend. The Japanese people live 

long lives and retired people enjoy good health and benefit from a pension system as well as from a 

retirement fee from their companies.  

 Secondly they have more depth of knowledge and history. Although young travelers make a very 

strong sector of the Japanese outbound market, the senior citizen outbound market should find Silk Road 

tourism more appealing. Silk Road is of great historical importance because it was the way in which two 

great civilizations, Chinese and Roman, pursued their cultural, economic and political exchanges on an 

international scale with an enormous effect on those regions in between.  

 A particular aspect that we have to take into account when promoting our Silk Road product is the 

fact that Japan is not an easy market to promote in. It takes a longer time to make productive, long-lasting 

contacts, but once created, they are for the long run. So when we decide to implement such a project of 

attracting Japanese tourists we have to make sure it can be sustained for long periods of time. 

 Once Romania is declared a part of the Silk Road, it can be included in the „Experience the Silk 

Road” promotional clip. It can also participate together with UNWTO in the exclusive Silk Road stands in 

all major international fairs (ITB Berlin, WTM London, FITUR Madrid) and use this opportunity to promote 

all the beautiful places Romania has to offer.  
 

 

6. Conclusions 
The "Silk Road" international program wants to ensure through its objectives a seamless travel 

experience that stimulates investment in the area, creating mutual benefits that will improve cultural and 

environmental management, as a vehicle for promoting peace and intercultural cooperation.  

Continuous trading ties with the Far East took place in both directions leaving its footprint both on 

material and technical development and also on the religious and cultural evolution. 

Although the nations participating thousands of years ago in the Silk Road came out from the crucible of 

history in another form and composition, traces of their historical connections are present throughout the 

entire route, especially in the south, as the most recent. Regarding the northern part of the Silk Road we have 

to seek and find new evidence. The “Silk Road” program launched by the World Tourism Organization is 

only a beginning in trying to find out what united us and can represent a basis for further development of 

cultural tourism in Romania.  

In this sense, Dobrogea, ah ancient land coveted by all the great empires because of its strategic position, 

where it crosses both land and sea trade routes, has much to offer and lacks only the highlight spot. Due to its 

geographical position and impressive history, Dobrogea is among the richest regions in Romania in terms of 

number of archaeological sites. Its two counties, Constanta and Tulcea, have many tourism resources of great 

international importance value. 

Following the analysis of these important tourist attractions can conclude that the Dobrogea region, and 

through it, Romania, can be of great value for an international tourism product such as the "Silk Road". Even 

though Romania does not have the most performing domestic and international transportation system, we 

believe that its inclusion among the Silk Road countries could represent an important step for both the “Silk 

Road” tourism product and for the recovery of the Romanian tourism.  
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Source: Historical Atlas - Arbore Virgil, Berciu Dumitru, Florescu Radu, Muresan Camil, Pascu Stefan, Pall Francisc, 

scanned by Mihut Andrei, web: http://civilizatiadaca.traducator.info/Harti2.htm  

 

Map 2: Dacia’s map – the economic map of the Roman Empire in the 2
nd

 century A.D. 

 
Source: Historical Atlas - Arbore Virgil, Berciu Dumitru, Florescu Radu, Muresan Camil, Pascu Stefan, Pall Francisc, 

scanned by Mihut Andrei, web: http://civilizatiadaca.traducator.info/Harti2.htm 

 

Map 3: Dacia’s map – the economic centres and the commercial roads in the Europe of the 6
th

 century 

 
Source: Historical Atlas - Arbore Virgil, Berciu Dumitru, Florescu Radu, Muresan Camil, Pascu Stefan, Pall Francisc, 

scanned by Mihut Andrei, web: http://civilizatiadaca.traducator.info/Harti2.htm 

 

Map 4: Dacia’s map – During the Byzantinian Empire 

 
Source: Historical Atlas - Arbore Virgil, Berciu Dumitru, Florescu Radu, Muresan Camil, Pascu Stefan, Pall Francisc, 

scanned by Mihut Andrei, web: http://civilizatiadaca.traducator.info/Harti2.htm 
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Abstract. In the management of human resources, knowledge workers have been considered as adding 

high value to their organizations and as being the cream of the workforce. The globalization process as well 

as the easier access to technology has changed this paradigm. Nowadays, the knowledge workers are found 

at almost all levels of the workforce, from low wages to high wages. In addition, the technological change is 

increasing the demand for skilled labor and has modified the relationship between employees and employers. 

The employees have traditionally expected a stable and lifelong employment, but in the knowledge-based 

economy they have to update their skills continuously. Effective knowledge management is about managing 

people and systems so to foster the use of information in the organizations. The information should be 

accessible to individuals and the employees should be encouraged to develop and use their knowledge to 

create value for their organizations. The efficient knowledge transfer within the firm plays a significant role 

on the ability of an organization to fully use its knowledge-based competitive advantage, and in the economic 

development of countries. 

 

Keywords: human resource management, knowledge-based economy, learning organization, knowledge 

creation, innovation, knowledge-intensive firms 
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1. Introduction  

In a knowledge-based economy, the competitive advantage is not achieved by integrating capital, labor 

and material, but through the capacity of organizations to adapt to the dynamic environment, by generating 

and applying new knowledge. These capabilities are dependent on the human resource development, as 

traditional tangible assets tend to be less important than knowledge-based assets.  

In a world dominated by the impact of the internet and globalization of businesses, the new knowledge-

based economy is becoming a significant driver for national economies and organizations. These changes 

corroborated with the new patterns of employment influence to a large extent the human resource policies of 

organizations. In such a dynamic competitive environment, where knowledge has an essential role in the 

value-added creation, employees should learn fast, adapt to new challenges, acquire technical skills, as well 

as creating and sharing knowledge and innovating continuously.  

Knowledge economy organizations need human resource development professionals with different 

competencies and attitudes as compared to traditional environment. Therefore, these professionals have to be 

trained and develop using new approaches. 
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2. Human Resource Management in the Knowledge Economy 

In the traditional view, HRM incorporates the practices, policies and HR philosophies needed to secure, 

train, retain and motivate the organization’s workforce. Therefore, in this paradigm the HR function is to 

control labor costs and provide a constant flow of competent personnel for the organization. This cost-based 

approach is efficient for organizations in which the labor represents the largest operational cost. 

Nevertheless, cutting labor cost does not imply automatically adding value to the organization, as in the past 

decades, the competitive environment has put a lot of pressure on all companies. Therefore, there have been 

many people who criticized HRM for not participating in the value-added process and they have tried to 

identify ways in which people can support directly the competitive advantage.  

Human resource are defined as the accumulated stock of knowledge, skills and abilities possessed by 

employees, which should be turned into formal expertise by the organization (Lengnik, 2003). Other studies 

highlight that the HR function should be more than a set of practices, isolated one from another. In today’s 

climate, where technical breakthroughs facilitated communication and businesses have globalized, HR 

specialists focus on the development of organizational capabilities. This context means that HR managers 

should work closely with the top management and get involved in the strategic planning.  

Organizations and their employees have to acquire new skills and knowledge to satisfy the customers’ 

needs and compete in today’s dynamic business environment. In addition, more and more companies have 

started to organize operational work in projects or according to customers, therefore employees have to 

expand their technical and interpersonal skills, and perform tasks once done my management. Taking into 

account these changes, employee training and development have gained a greater role in business strategy. 

2.1.Human resource development 

Human resource development has to be a future oriented process and implies learning that does not have 

to be related to the current job of an employee. By focusing on training their skills while having a broader 

approach, the organizations prepare them for upper positions in the company and increase their flexibility to 

take jobs that might not even exist at the moment of development. As compared to regular training programs 

that focus on improving the employees’ performance of their current position within the organization, human 

resource development prepares them for new customer, new technologies or for a new job with other 

responsibilities.  

In a continually changing environment, where the job security and advancement within the company are 

not taken for granted any more, employees have to develop new skills to respond to customer needs. 

Therefore, nowadays it is not enough to “know how”, an employee should also “know why” (understanding 

the organizational culture and business concept) and “know whom” (having the right connections with 

vendors, suppliers).  

Companies can develop the skills of their personnel by organizing different formal programs, at the 

workplace or in other places, such as universities. The formal educational programs include workshops 

customized for the organization’s employees, or courses held at universities. On the other hand, employee 

development can be also done by collecting information about their behavior and skills (from customers, 

superiors or colleagues), and giving them suggestions on how to improve several skills or neutralize their 

weaknesses. Therefore, the employees could attend certain courses or experience new situations by changing 

the job, in order to create new skills. According to researches performed in this field, the most efficient 

method to develop employee’s skills is through job experiences, as it makes him to develop new skills and 

use its current knowledge in other ways, to fit the requirements of the new position. Put in from new job 
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experiences, employees have to learn new interpersonal skills (conflict resolution), handle pressure and 

overcome challenges.  

Human resource development assumes that organizations can be seen as learning entities and the 

learning process of organizations and individuals are capable of influence and direction through planned 

interventions Therefore, HRD is constituted by planned interventions in organizational and individual 

learning processes (Steward and McGoldrick, 1996). Nevertheless, HRD in not necessarily tied to attaining 

the objectives of the organization stated by top management. In most of the cases, HRD activity influences 

the processes of establishing the objectives, with positive results on the organizational performance. 

Nevertheless, in order to use the HRD potential to create competitive advantage, its objectives should be 

aligned with the corporate goals.  

The key persons that control the resource allocation decide if the HRD activity adds enough value, to 

reduce or increase the resource. Nowadays, there are many organizations that invest only in short term 

needed training, because they perceive long term HRD processes as arbitrary. 

Many studies have tried to gain a deeper foothold in HRD activity, but their findings are divers. On the 

one hand Swanson (1995) sees the HRD processes as being oriented towards improving the organizational 

performance by transforming the tacit knowledge deeply embodies in key employees, by training the 

personnel and organizational development. On the other hand, other researchers view HRD activity as long-

term oriented, its goal being to support learning for individuals, groups and organization as a whole. 

HRD activity should enhance the long-term flexibility of organizations, increase their ability to compete 

in a dynamic environment and develop the personnel creativity, while the management should set 

performance targets (turnover, cost and profit per employee). Moreover, HRD should also emphasize on 

knowledge development that will support continuous improvement and innovation. Harrison (2004) 

considers that when organizations face uncertainty and unpredictable challenges, the individuals and teams 

have to work and learn together closely to overcome these issues.  In a knowledge economy, companies need 

to focus on continuous learning and development to adapt and foster innovation. 

2.2.Human and social capital 

According to human capital theory (Schultz, 1961) people are assets for an organization, their economic 

value coming from their skills, knowledge and expertise in their field of activity. The intangible assets such 

as intellectual property and customer equity are the result of human capital work and they represent the core 

of the competitive advantage and drivers for the organizational performance. The human capital theory 

results in the perception that training and development of employees in areas related to their job are the key 

HRD methods to increase productivity and therefore organizational performance, as they focus on improving 

their skills and knowledge.  

On the other hand, social capital empathizes on the value of social networks at workplace, as it promotes 

learning, sharing of knowledge and eventually the creation of new unique knowledge. This approach focuses 

on building and sustaining a learning organization. As opposed to human capital, the HRD has a broader 

view of the organization, therefore supporting innovation and process. Isolating the learning to the 

communities of practice may create irrelevant knowledge for the organizations goals and the unchanging the 

old routines and processes may even block innovation.    

3. Knowledge creation process 

In an economy where managing knowledge creation process and continuous learning are strategic areas, 

the organization can be viewed in several complementary ways. Firstly, according to Wittington (2002), 
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organizations are a reservoir of knowledge, as it is deeply embodied in the individuals and in the 

organizational culture that contains the principles encouraging the cooperation and knowledge transfer. 

Nevertheless, he points out that the creation of new knowledge is dependent on the existing capabilities of 

the organizations, as new knowledge is the result of recombination of current expertise. In a similar way, the 

principles of the organization culture and the past and current structures of the firm may inhibit the 

knowledge creation process. Secondly, the organization can also be viewed as a portfolio of dynamic 

capabilities, or as a network of relationships.  

3.1. Tacit and explicit knowledge 

The knowledge-creating organization depends to a large extent on the tacit knowledge (that which is 

deeply embedded in individuals). The combinations between tacit and explicit knowledge (that can be 

explained by using formal means) help the organization grow by stimulating innovation and continuous 

improvement. The tacit knowledge emerges from daily interactions between people at the workplace. Most 

of the tacit knowledge is dispersed within the organization, as the employees gain experience by performing 

their daily work and create new knowledge from interactions with their colleagues.  

A significant amount of the organization’s knowledge is embodied in the firm’s personnel in the form of 

tacit knowledge, making difficult to transfer it to somebody else by formal means. Tacit knowledge 

represents an essential part of the human capital of an organization, as it contains the whole experience of an 

employee. Therefore, transforming it into explicit knowledge, which can be aggregated and used anytime, 

the company’s competitive advantage is not sustainable on the long run as employees might leave the 

company at any moment, taking with them valuable expertise. An organization can reduce its dependency on 

key personnel by implementing a proactive human resource strategy that encourages knowledge transfer and 

creation: work in teams, encouraging the employees to share information. Even more importantly, the 

effective knowledge transfer within the organization is essential for building a sustainable knowledge 

competitive advantage.  

An essential aspect when deciding the organizational design is how much freedom to give to the 

knowledge-creating process of workplace communities of practice. In order to exploit the knowledge 

creation process to its full potential, an organization has to integrate the tacit and explicit knowledge of its 

key employees and find ways to disseminate the knowledge to create sustainable competitive advantage. The 

methods of decision-making, training and solving programmed or non-programmed problems can either 

block or foster the knowledge creation process. For example, companies that encourage the development of 

certain skills might end up in doing more harm to the organization than good, as essential secondary skills 

are overlooked and employees might get a narrow view in which they perceive their world. In addition, they 

could even develop a rigidity regarding decision-making and a defensive culture (avoiding confrontation), 

even though “best practice” could bring short-term gains for the firm.  Eventually, these strategies will have 

a significant negative impact on innovation, as the organization will emphasize only on several methods of 

learning, assuming there is no knowledge left to acquire. These rigid procedures will also deskill the 

workforce and affect the core capabilities of the organization. On the other hand, the managerial strategies 

are damaging, when the decision-making is concentrated in a single group, especially in domains where new 

learning is the key to attain success.  

A firm’s strategy making process methods have a strong influence on the structural organization of the 

company. These strategies determine the ability of the company to solve problems regarding the right assets 

to create competitive advantage and how to develop and use these assets. Therefore, the choice of 

appropriate strategies affects directly the performance of the organization. Numerous studies have revealed 

that heterogeneous groups perform better in strategic decision-making, as compared to homogeneous groups, 
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because they have a broader view on the organization and are able to come up with innovative strategies.  

In their research about knowledge creation, Einsenhardt and Santos (2002) studied the impact of 

different ways of organizing the knowledge sourcing, transfer and integration. They found that encouraging 

the work in teams, liaisons and meetings improved the knowledge creation. In addition, organizations with 

loose links adapted better to the competitive environment and had greater innovative knowledge flows. On 

the other hand, Hedlund (1994) came with a different model of knowledge management, which takes into 

consideration the interdependency between explicit and tacit knowledge at four levels: the individual, the 

small group, the organizational and the inter-organizational. Therefore, he proposed two main organizational 

structures: the N-form and the M-form. On the one hand, the N-form organizations combine tacit with 

explicit knowledge by horizontal communication and by creating temporary teams for multinational or 

multidivisional projects. In this organizational structure, middle management stimulates and coordinates 

knowledge creation inside and outside the organizational boundaries. On the other hand, in the M-form 

organizations, the interdependence between people takes place in permanent structures and the top managers 

monitor and support the knowledge creation. 

3.2. Knowledge-intensive firms 

Knowledge-intensive firms (KIFs) are organizations that generate most of their revenue by creating new 

knowledge and adapt it to match their clients’ needs. Professional knowledge workers are essential for these 

enterprises and these companies are providing media organizations or consultancy services. As opposed to 

other firms, top management does not have the main strategic role, but the knowledge workers are also key 

actors. What differentiates a knowledge intensive firm from another are the competence of employees, their 

client contacts and their ability to learn everyday something new through projects, and to create new 

knowledge. In addition, although many of these firms do not have clearly stated strategies, they still have 

certain guidelines that are embodied in their organizational culture. 

Data gathered from several technology organizations from UK show that knowledge intensive work 

challenge the traditional views about how firms in an emergent knowledge-based economy should be 

structured and managed. The researchers from Bath University propose a new model of managing human 

resources, which focuses on three main aspects:  

 developing individual knowledge and skills 

 sharing and developing this knowledge within organization 

 sharing and developing this knowledge with clients and other parties in the network (Swart, 

2003) 

According to this study, knowledge workers represented a large part of the total employees in all the 

firms involved in the research, and they were all essential to the organizational performance of the 

companies. Nevertheless, the study also highlighted that there was a significant conflict between their needs 

to be part of interesting projects that challenged their skills and the requirements to share their knowledge 

with others from the organization and beyond it. In addition, taking into account their essential role within 

the knowledge intensive organizations, the management should implement proper HR strategies to manage 

recruitment, training, motivation and retention. The top managers should also find ways to help the 

knowledge transfer between different teams and to mitigate the tension between parties. 

 The researchers involved in the study concluded that the best way to remove the barriers to 

knowledge creation and integration in KIFs is to allow the people management practices develop 

inferentially and not top-down.  Thus, these practices will be embraced more easily by the knowledge 

workers, as they will become part of the organizational routines.  
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Nevertheless, the new economy based on knowledge requires new approaches; therefore companies 

should take into consideration replacing the traditional management with self-management. 

4. Building a learning organization 

In a changing competitive environment that requires new patterns of work, increased flexibility and 

knowledge creation, the HR managers should contribute to culture change, by implementing new values and 

skills. During the last decades managers have been interested in implementing an organizational culture 

which stimulates people to improve their skills and knowledge, by learning continuously. The process starts 

with monitoring the competitive environment and using the findings to make decisions and make changes in 

the organization, based on the feedback. Building an efficient information system plays a great role in 

creating the learning organization, as it stores knowledge and make it available at any given time and place 

to employees, even after the people providing the knowledge have left the firm. However, people are the 

essential component when building a learning organization, as they must be committed to learning and share 

what they have learned. Continuous learning represents the individual and collective efforts of employees to 

gather information and apply it in the decision-making process. By exploiting the learning curve and 

implementing a learning culture, any organization competing in a knowledge-based economy can develop a 

sustainable long-term advantage as compared to its competitors. By improving the overall quality of the 

products and services, and increase the efficiency of chain management, a company will differentiate and 

decrease the overall costs. However, to make the competitive advantage sustainable, a company should 

develop mechanisms that encourage employees to share knowledge. Therefore, the main challenge when 

building a learning organization is to focus on generating and sharing culture and not only on training.  

Nonaka (1994) describes the organizational culture as ‘a shared understanding of what the company 

stands for, where it is going, what kind of world it wants to live in and how to make that world a reality’. In 

other words, the organizational culture represents the symbols, stories, procedures and skills that influence 

people in the decision-making process and in their actions. In addition, the corporate culture is influenced by 

various factors, such as the country culture, the economic sector or the size and geographic structure of the 

organization.  

Imposing an efficient culture from the top of the organization is impossible, but it can be achieved by 

training managers and supervisors to involve the rest of the employees in the process. However, strong 

subcultures will always exist within organizations, according to functions, therefore the shared understanding 

about the company’s goals and values will also vary creating issues when implementing culture changes. The 

reality is that in order to shift the culture of an organization, the managers should adapt the HR practices to 

the unique needs and situation of each company. The main elements that practitioners have to take into 

account are the vision, the way the vision is communicated and the management style across the 

organization. 

In order to implement a learning culture, managers should have a deep knowledge of culture and its 

impact on organizational behavior and performance, be good communicators and know how to motivate and 

stimulate personnel to learn. In addition, it is essential to identify those aspects that might block the strategies 

implemented to change culture.  

Building a learning culture is essential for companies competing in the knowledge-based economy, as it 

focuses on creating an organizational environment that facilitates individual and collective learning and 

develops an environment of trust and openness. Although workplace learning is not a new concept, 

nowadays it has become a source of competitive advantage that supports innovation in a climate where 

customers are becoming more demanding and the competition has globalized.   
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Engestrom (1995) distinguishes between adaptive, investigative and expansive learning, each typology 

having a distinct relationship between the learner and the context. The adaptive learning refers to improving 

existing routines in an organization. Investigative learning encourages people to develop questions and 

investigate the issue until finding the right solution. On contrast, expansive learning emphasizes on exploring 

and questioning existing conditions and finding solutions to unstructured problems. 

4.1. Promoting innovation through the use of dynamic capabilities 

The competitive advantage relies heavily on innovation in organizational and administrative processes, 

especially in the new knowledge-based economy. Therefore, the organizations should develop dynamic 

capabilities to integrate, build and reconfigure internal and external competencies. These capabilities also 

facilitate the implementation of strategies for new services, products or processes. In a knowledge economy, 

an organization will achieve high levels of performance if it is able to create a sustainable advantage and 

improve it continuously, by learning quickly and adapting the resource configuration to market changes. 

Generally speaking, there are three types of capability development: cross-hierarchical, cross-functional 

and cross-value but there are companies in which capabilities are developed in all three modes. These 

organizations manage to integrate both self-organizing teams that create new capabilities through research, 

with exploitation of capabilities. 

First of all, capability development can be a vertical process that emerges from top management and it is 

exploited at lower levels. On the other hand, capability development can also be the result of individuals or 

groups placed lower in the organization hierarchy. For example, first line managers know a lot more about 

customers or organizational processes therefore they should participate in the capability development 

activity. Secondly, new capabilities can also be created as a result of an interactive process, such as working 

in teams or projects. The horizontal capability development depends to a large extent on the organizational 

support for self-coordination of employees across organizational and functional boundaries. Nevertheless, 

the efficient cooperation between experts and the collective learning can be affected in the absence of the 

appropriate strategies. Last but not least, cross-value capability development differentiates an organization 

from others, through its ability to increase the loyalty of employees to perfecting the organization’s mission. 

In such companies, all employees share a common set of values, beliefs and language and they identify with 

the organization’s mission and vision. 

There are numerous studies on efficient techniques for innovation, but the most important aspect is to 

provide the need tools so that any member to be able to select and use the methods effectively. Nevertheless, 

only organizations with strong cultures oriented towards understanding and satisfying the customers’ needs, 

working in teams, using their creativity to solve problems and adapting their technical potential to market 

changes, have the capacity to innovate. One of the most common views expressed in the specialty literature 

is that management should create an organizational environment that encourages members to take initiative, 

learn and operate changes. That is why top management should develop a vision and coordinate the 

organization through the process of achieving its goals. However, the employees should have enough 

autonomy and diversity to support the innovation process. Top management should also integrate the areas 

with the most potential into strategy and deploy value adding knowledge resources to increase the 

organizational performance. 

In the knowledge economy, no organization can have all the needed capabilities to develop sustainable 

competitive advantage. Therefore, a company needs to create external relationships to complement their 

internal capabilities. Partnerships with other companies have advantages and disadvantages for both parties, 

therefore the firms should find a balance for long term cooperation. On the one hand, alliances help reduce 

costs and increase the efficiency for both parties through the knowledge transfer. On the other hand, an 
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alliance can reduce the competitiveness of an organization, as it might lose its core competencies and 

capabilities and increase its dependence on the partnership.  

Therefore, an organization should have the right skills in order to balance the risk to benefit ratio and to 

choose the right partners. In addition, the firms should monitor the exchanges of competence and assets, to 

reduce the transaction costs while improving the cooperation and mutual trust. 

5. Concluding remarks 

Implementing proper human resource management strategies require an integrative approach, so that 

there are aligned horizontally with all human resource processes and vertically with the organizational goals. 

Achieving horizontal fit of the human resource strategies with all HR policies would improve the 

productivity of employees, increase the flexibility of the organization and facilitate the incorporation of new 

technologies. The main principle is to link learning and development to HR processes, to support the best 

practices on the long term. According to recent studies, training has become vital to knowledge management, 

therefore new structural relationships should be promoted. 

The relationship between human resource management and development has to do more with 

collaboration, rather than subordination. Therefore, the HRD practitioners have to use their skills in new 

directions, as their work will be effective only if it is integrated and aligned with the human resource 

function. This approach is essential when the organization faces unfamiliar environment and it has to 

generate innovative solution to its challenges.    

Organizations competing in a knowledge economy need to create dynamic capabilities continuously, 

based on continuous learning and knowledge creation. All knowledge creating enterprises face issues 

regarding the structures and processes that help the knowledge creation, transfer and creation. In addition, 

knowledge intensive firms should manage tacit and explicit knowledge as to stimulate continuous 

improvement and innovation.  

There is no universal success recipe for all companies competing in the knowledge-based economy. 

Therefore, each organization should find its own strategies to exploit opportunities and mitigate threats by 

using its core capabilities, as well as solve the issues related to internal and external knowledge creation. In 

addition, they have to develop a strong knowledge base in order to organize for innovation.  
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Abstract. Studies and current researches in online digital media and communication science are related to 

Web 2.0 at least from two perspectives: either to better understand this medium as research object, or to 

collect data on different topics. Social media can be a tremendous data source and topics for researchers. At 

the same time, these data are found in multimedia formats on different platforms, are updated continuously, 

and could be posted by professionals or users. This situation requires different solutions for data analysis. 

The objective of this paper is to show what metrics, measurements, methods and tools are used for by 

researchers to study and analyze online digital media, in their work with academic purposes.  

The concern of this paper is to show which research methods are used for social and digital media analysis 

and which data, metrics and measures are considered as basis of the analysis. Case studies in this paper 

refer to scientific articles dealing with social media research in online media and communication studies. 

Findings of this paper show the specificity and trends in media and communication researches related with 

social and digital media, and relative to economic and social needs. The conclusion that emerges from this 

paper is that research  on and about the Web 2.0 invents or redefines traditional methods and tools, or 

adopts new ones. 

 

Keywords: social media measurement, social media metrics, social media tools, user-generated content. 

JEL Codes: A12, C81, D83, L82 

1. Introduction 

The research process is influenced and changed by the large amount of data available on the Web. In 

digital and social media communication, the content is captured from a wide range of online and social 

media. The digital content, created by the professionals or by the users, free or paid, shared or earned must 

be measured and analyzed. Moreover, socialization on Web, done in various forms, has provoked important 

changes for processes of data collection and also for methods used to analyze various phenomena. 

Communicators, theoristss and practitioners, should take into consideration new content and new 

approaches to measure and analyze their activities. The addressed perspective is user-centric or consumer-

centric one and it is specific to social media. 

Social media, such as blogs, podcasts, social networks, wikis, or mobile applications and games are 

redefining communication channels, and also communication theories and practices. Content on the Web 

must refer a lot of platforms and should be measured according to each of them. Social media measurements 

are a difficult process that must catch conversations, behaviors impacts, modes of communication, and 

relationships between people.  
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To solve this situation, both theorist and practitioners in communication take as a solution for 

measurement these phenomena an integrated approach based on various data, methods, and tools, also called 

integrated digital measurements. This paper puts in balance business-focus opinions and solutions offered by 

practitioners, and also opinion and solutions offered by academics, which are more theoretical. 

In July 2010, the Barcelona Summit organized by the International Association for Measurement and 

Evaluation of Communication (AMEC)
2
 adopted seven practical principles regarding measurements for 

connections, engagement and building relationships with other users (consumers, public, and stakeholders).  

Measurement of participation and engagement on social media are a necessity. A substantial 

measurement of social media must have several metrics sets: channel-specific metrics (such as friends, likes 

or followers), specific outcomes-metric on a social platform and a business-based metric (Bartholomew, 

2012). Although, the social media channel metrics are most used, they are limited because they give no 

information about connections, engagement and building relationships between people or contents. 

Moreover, practitioners and also managers do not have the information related to the impact of the business 

on the social media platforms through channel metrics. These metrics cannot appreciate when the social 

media platforms are good for their business. These considerations made by Bartholomew (2012) give a 

different perspective on how to collect measure and analyze data from social media platforms. So, he 

proposes to be used integrated digital measurements that reflect in addition the activities and effects of social 

media. Thus, we need measurements, and also methods and tools appropriate for that. This is a practical 

perspective to this matter. 

The academics say that new metrics, more relevant in social aspects, and related to social media 

activities are necessary. They appreciate that research of social media must be based on user-centred metrics. 

Digital research must capture characteristics of social networks and also their marketing impact. The 

keyword in this perspective is user-generated content. 

 

2. Data for social and online digital media research 

Data considered in different researches come from different places. These places are web sites, social 

networks and offline environments (Bartholomew, 2010). Data in online could be aggregated and organized 

in different types for analysis. Each place used for data collection is based on an objective. For instance, web 

sites are focused on Web analytics, social networks are focused on content and behavior analysis and offline 

environment are based on audience research. 

Finding information and collecting data are key aspects of research. Thus, social media sites are good 

environments for this purpose. Moreover, the social media metrics takes into consideration both 

quantitative and qualitative aspects. The quantitative aspects are related to the number of comments, 

friends, likes, followers and others, and the qualitative aspects are connected with the ‘sentiments’ 

provoked by the users’ actions and also with influences of users’ actions. 

Data from social media can be collected directly from the social networks sites or through questionnaires 

applied to users on such sites. Both possibilities have advantages and limitations. Generally, data collection 

directly from social network sites could present matters of privacy, but they can help researchers to observe 

Web content, users’ behavior and their discussions, approaches of communication. 

                                                           
2  International Association for the Measurement and Evaluation of Communication (AMEC), http://www.amecorg.com/, 

Institute for PR & AMEC. (July 2010). The Barcelona Declaration of Measurement Principles. The second European Summit of 

Measurement. Retrieved from http://www.instituteforpr.org/wp-content/uploads/BarcelonaPrinciplesOct2010.pdf 
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Data collected from social network sites can give a longitudinal perspective in time for a phenomenon. 

This situation favors analyzing the dynamics of the phenomena, and also their general and specific aspects. 

The time aspect for data on these platforms can be captured with visualization tools. 

According to social networking sites, metrics more relevant in social aspects and related to 

social media activities are necessary. These activities could be the users' engagement and 

collaboration, content aggregation and syndication, content sharing and bookmarking. For instance, 

data collection is related with aggregation or syndication processes. Aggregated content is collected from 

different sources from the Web. Thus, metrics such as the number of RSS subscribers or the number of 

links to content reflect the engagement and collaboration activities on social media sites. 

Bartholomew (2012) says that data must be collected that appreciate three main aspects: exposure, influence 

and action and refer to “number of individuals in the target audience, number of survey respondents, number 

of respondents ‘aware’ of the product/company, number of respondents who would consider/seriously 

consider purchasing the product/doing business with the company, total branded mentions, volume of 

positive and negative mentions, number of posts, number of comments, number of RTs and @ mentions, 

number of followers”. Several data can be collected directly from the social media platforms; others must be 

collected with tools that help to obtain a complete data set. In most common situations analytics tools are 

used. 

 

3. Metrics and measurements of social media communication model 

Bartholomew (2010) considers that we must appreciate the digitization research according to the model 

of communication provided by social media. This model is based on user-generated content and it is 

characterized especially by peer-to-peer evaluation and bidirectional relationships. New metrics must be 

considered in research and also in practical activities, in accordance with these characteristics. Thus, in the 

social networks, is also important to measure conversations and not just actions. Metrics also must be 

correlated with different types of business or research objectives.  

Characteristics of models of social media communication and the metrics associated with them are 

influenced; engagement; reach and adequacy (Bartholomew, 2010; Silva, 2010). These characteristics and 

metrics refer to activities on social media platforms such as: upload photos, watch videos, listen audio, create 

online profile, read / write blogs, and also to the user behaviour. Some of these characteristics are also found 

for traditional media. For instance, engagement can be appreciated with traditional metrics like readership, 

and with digital new metrics like subscriptions, repeat visitors and follower mention. Definitions for these 

characteristics are given by Bartholomew (2010). He says that engagement is the degree of users’ 

involvement to a subject and it is appreciated by the topics per month, or the number of active participants. 

Influence refers to actions, attitudes and opinions of the users provoked by the other users. It can be 

appreciated by the quality of Twitter lists or by the Klout score. Reach refers to spreading of information and 

content and it is appreciated by the number of total followers or by the number of views of videos. Adequacy 

refers to content in relationship to keywords and sentiments.  

3.1. Several perspectives for social media metrics 

A perspective to social media metrics are given by Bartholomew (2010). He associates the metrics to 

activities found in the model of communication for social media and also to model of content from the 

Internet. His proposed metrics can be used both in online marketing and also in research studies. The model 

of communication in social media proposed by Bartholomew (2010) is based on four types of activities, each 

of them having traditional and digital metrics, such as: exposure (degree of exposure to content and 
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message), engagement (degree of interactions with the content), influence (level of influence of the target), 

and actions (types of actions target taken). In the vision of Bartholomew (2010), metrics are also associated 

to the model of content found on Internet, named PESO content model (Paid-Earned-Shared-Owned).  

Other perspective to social media metrics are given by Silva (2010). The author says that we can 

measure the users’ profile, the content and also the user’s activities and connections (links) on social media 

platforms. Each of them has specific valences. Content has density, valence, proximity, and attribution. 

Links have direction, initiation and emphasis. Silva (2010) refers to metrics associated to awareness, 

influence and engagement on social media platforms. 

Moreover, according to the Interactive Advertising Bureau
3
 (IAB, May 2009), social media must be 

addressed from three dimensions: reach, relationships, and relevance and for three platforms. IAB proposes 9 

metrics for social media sites category, 12 metrics for blogs category and 9 metrics for applications and 

widgets category. 

Many other authors and companies use different metrics for evaluating performance in social media. In 

general, each of them takes different aspects of social media and metrics associated, such as: metrics for 

social commitment (affiliation, conversation, utility, advocacy, information, and identity); metrics for brand 

performance (quality perception, brand trust, recommendation); behaviour-specific and action-focused 

metrics (engagement, quality and concentration of audience, impact on purchase behaviour, actual 

viewership); activity and engagement in social media metrics (members, posts/threads, comments or ideas, 

inbound links, tags, votes, bookmarks, active profiles, referrals, post frequency/density); awareness and 

value metrics (brand loyalty/affinity, media placements, share of conversation, sentiment of posts, net 

promoter score, interaction with content, employee social graphs). 

Lovett and Owyang (2010) say that many companies use wrong metrics for social media. So, it is 

necessary to use adequate measures for social media. Their approach and metrics are based on directions 

such as: dialog, support, innovation and advocacy on social media platforms. Dialog refers to audience 

engagement, or conversation reach. Advocacy concerns active users, influential users, or impact of 

advocacy. Support is measured by satisfaction score. Innovation is given by topic trends, sentiment ratio, or 

idea impact. 

Forrester Research approach (Elliot et al., 2011) for social media metrics is given by measurement of 

social media from the perspective of: engagement, involvement, interaction, intimacy, and influence. The 

model proposed gives three perspectives for the metrics: digital, brand and financial. For instance, digital 

perspective refers to metrics grouped on social opportunity category (such as: fans, friends, members, 

visitors and readers) and on social health category (such as posts, comments, and sentiments). 

While metrics refers to number of friends or fans, number of likes, comments or shares, the Facebook 

Page Insights can help to view the performance of the page, such as the size and the engagement of the 

audience, types of engagement, how viral is a post or certain content, and total reach. Metrics used for 

Facebook activities in the Page Insights are grouped in several categories, such as: total interactions and over 

time interactions, interactions per posts, fans over time, page views, impressions per post, and ads. 

3.2.  Influence in social media and its measurement 

In the sites analysis, it is not recommended to use a single metric and also it is necessary to consider the 

whole context to determine comparisons. An example for social media sites is Knout Score and the 

                                                           
3 IAB (Interactive Advertising Bureau). (May 2009). Social Media Ad Metrics Definitions, Retrieved from 

http://www.iab.net/socialmetrics, http://www.iab.net/media/file/SocialMediaMetricsDefinitionsFinal.pdf 

 

http://www.iab.net/socialmetrics
http://www.iab.net/media/file/SocialMediaMetricsDefinitionsFinal.pdf


 
    ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp.81      

URL: http://www.reaser.eu      
e-mail: editors@reaser.eu      

 

“influence” dimension. The ‘influence’ dimension of social media is a very important aspect in research 

studies and also in practical activities. 

Influence or ‘to be influenced’ is defined by Bartolomew (2011b) as ‘effecting change in another 

person’s attitudes, opinions, beliefs and/or behavior’. It is different face to influence in social networks. He 

considers that influence is dependent by the change and also it is contextual. In all situations, influence 

manifested to someone is to take an action such as visit a site, vote, comment, etc.  These actions must be 

measured. The influence process has two stages (Bartolomew (2011b). First is the opinion, attitude change 

and second, is the action. So to measure influence is to measure opinion, attitude change and actions did as a 

consequence of them. It is also a difference between an act of engagement and to be influenced. The 

possibility to be influenced is greater if you are engaged in a social network. To be influenced is also 

compulsory to lead to an attitude, opinion change. 

In communication studies and practices, the Klout tool
4
 is used for influence measurement, and also for 

popularity measurement. The Knout Score measure influence based on possibility to provoke actions and 

uses data from social networks. The Score is organized in three values: users’ true reach and refers to how 

many people you influence; user amplification that refers to how much you influence them; and user network 

impact refers to the influence of your network. For instance, the Knout Score for Twitter platform measures 

how users accept messages and how they act and share these messages. Zavarello (2010) considers that 

Knout Score brings a standard to the “quality” factor of social media analytics in contrast to the “quantity” 

factor of followers for Twitter. But this metric must be considered with others for a complete perspective. 

The Knout Score for Twitter considers a lot of data, such as follower totals, accounts follow you back total, 

number of re-tweets or mentions, number of tweets and their frequency, etc. The amplification value for 

Twitter shows if the content posted on Twitter platform are re-tweeted and spread. The user network value 

for Twitter is the ratio of the followers and number of accounts you follow, the ratio between how many of 

those you follow also follow you back, as well as unique senders and re-tweeters (Zavarello, 2010). 

3.3. Engagement measurement and metrics 

But for social media research studies, these measures are not enough, because these sites are oriented 

more on measuring the events, activities and on social dimensions such as influence, sentiment, and 

engagement. 

A definition of social media engagement given by Gattiker (2011) says that: “Social media engagement 

represents the action of engaging with others using computer-mediated communication tools. Engagement 

means establishing and sustaining relationships, while developing a level of trust that makes people 

comfortable enough to do business with you.” 

The engagement through social media is a continuous activity based on different types of conversations, 

such as replies to posts or different types of support actions, such as likes. Papworth (2011) considers that 

there are seven levels of engagement in social media. These levels start from monitoring various persons and 

subjects and end to peer-to-peer economy, as follows: (1) – “Internal and enterprise approach to social 

media”, (2) – “Social media monitoring and eavesdropping”, (3) – “Social media as a broadcast - Out 

medium”, (4) – “Social media for viral distribution”, (5) – “Social media campaigns”,(6) – “Collaborative 

social media”, and (7) – “People powered social media”. Thus, Bartholomew (2010) considers that 

“measuring engagement became more important than measuring eyeballs. The frontier in social media 

measurement is evolving toward measuring both the conversations and behavior patterns occurring within 

                                                           
4 Klout Score, http://klout.com/corp/kscore 
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social networks, and understanding and connecting the underlying influences and motivations for the online 

behavior”. 

Leander (2011) says that “engagement is measured in interactions”. On Facebook that translates into 

likes and/or comments. He tries to answer to the question “What is a good engagement rate on Facebook”. 

His answer is aligned to the values given by the socialbakers.com site. The engagement rate is a metrics 

calculated as a percentage of community members who either liked or commented on wall posts. The 

benchmarks of engagement rate on Facebook proposed by the author and also by the socialbakers.com site 

are situated in the below intervals: above 1% - engagement rate is good; between 0,5%-0,99% - the 

engagement rate is average; and below 0,5% - the engagement rate is very poor.  

The general view for a Facebook page addresses number of fans, content on the page, the engagement 

activities (likes and comments) and quality of conversations. The socialbakers
5
 site (2012) refers to metrics 

for Facebook research, such as: average engagement rate on Facebook and Twitter, total interactions, number 

of Facebook likes, and Facebook comments. Engagement rate is calculated for one post or for a page as the 

number of interactions to a post (likes, comments and shares) and divided by the number of fans or divided 

by the pages posts. 

Shanahan (2011) considers that engagement rate (ER), the ways in which audiences consume the 

editorial content in digital environment, and also audience size. These two factors are important for media 

activity evaluation. He shows that “the engagement rate for an individual piece of editorial is rarely above 

10%.  Average engagement rates across all editorials within a site are usually below 10%”.  

According to Wong (2011) Facebook pages for media could be monitored and measured with their 

performances over time. She compares some different strategies between performance for Facebook pages of 

brands and media, and concludes that what works for brands is different from what works for media. 

Although, the engagement rate is considered as the most important metric for a Facebook page, for media, it 

is different. Wong (2011) says that the number of likes posted on each page's wall and number of fans are 

very important indicators for media. She notices that in media, the number of fans has a higher value than in 

other industries. In this context, the average engagement rate is lower because the number of comments 

created by the fans is lower. Fans are reserved to comment difficult topics on Facebook pages for media. In 

this case, best metrics for measuring success are still the number of posts per day or number of fans.  

 

4. Research methods in social media 

Research methods are useful for different disciplines, and they can be also applied alone or in a 

combination. In the social media research, used methods concern both communicational aspects and also the 

users’ social behavior.  

4.1. Network analysis 

Rosen, et al. (2011) indicates that the data found on the Internet, methods and theories used in computer-

mediated communication, and also online environments influence the research at this time. Herkman (2008) 

shows that in media and communication research, quantitative methods are more important in empirical 

analysis. The quantitative methods such as surveys and content analysis are often found in the research 

papers. Moreover, for researching phenomena of social media, specific methods are also used, such as 

networks analysis. 

                                                           
5 SocialBakers. (2012, 2 February) How to Measure & Engage Your Audience with Socialbakers Analytics PRO/. Socialbakers.com. 

Retrieved from http://www.socialbakers.com/how-to/404-how-to-measure-engage-your-audience-with-socialbakers-analytics-pro/ 

http://www.socialbakers.com/how-to/404-how-to-measure-engage-your-audience-with-socialbakers-analytics-pro/
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Social network analysis is often used to analyze the structure of online relationships on social media 

sites. For instance, Rosen, et al. (2011, p:32) analyze political blogosphere and its hyperlinks using this 

method. In fact, the space of blogosphere is predestinated to be investigated with this method. The structure 

of hyperlinks could determine next the influence and authority in the network. Both influence and authority 

are very important aspects for media and communication research. For instance, a study regarding the 

influence in political blogosphere is done by Meraz (2009). He explains the relationship between 

influencers in blogosphere and agenda settings within a specified social network.  

Studies for social media sites such as Facebook and Twitter are also addressed through the network 

analysis method. Structural analysis of hyperlinks and also its visual representation are used on these sites. 

Media consumption and users’ behavior in social networks is a topic studied with social network analysis 

method. Network analysis permits also to study specific phenomena, such as information dissipation. 

The idea of information dissipation through social networks sites are frequently found in the research papers. 

Twitter as a medium for news sharing and diffusion is studied by Cha et al. (2011). They analyze the 

spread of media content, especially of videos, through blogs. Cha et al. (2011) noticed that the multimedia 

content is more shared among bloggers. They obtained a diffusion model of videos depending on topics and 

show that content such as news information, political commentaries and opinions are spread in hours or days, 

meantime music and entertainment content are spread over months. The information diffusion is also a 

preoccupation widely seen in sociology and marketing studies. On the other hand, hyperlinks network 

analysis is very important to study Web subspaces such as blogosphere, news Web or photo Web. 

A method related to network analysis is mining techniques. It is used to analyze the blogosphere and has 

origins in different areas such as web mining, social networks analysis, network theory, graphs theory, and 

games theory. This method permits to analyse different degree of activity of bloggers, and degree of 

connection between bloggers. Also, blog mining techniques are used by blogs search engines. They can 

allow identifying trends within large volumes of data, and identifying the key attributes of these data. Blog 

mining is considered a qualitative research technique used for a big number of posts. 

 

4.2. Web content analysis 

In communication studies, the content analysis was traditionally the most appropriate method to 

research. It still remains an important method, but taking into consideration the specificity of digital content. 

In content analysis, two main aspects must be considered: first, are data analyzed and second, is the coding 

scheme. Content analysis on Web is based on online data. Web based automated content analysis used in 

generally traditional metrics such as article counts, impressions, message uptake and sentiment 

(Bartholomew, 2010). Content analysis is most appropriate for automatic process of analysis, but sentiment 

analysis in social media is driven better by the humans. 

Regarding the method implementation, Neuendorf, & Skalski (2010) say that in scientific papers there 

are two main content analysis methodological approaches: human coding and computer coding (Computer-

Aided Text Analysis - CATA). Authors mention the vital contribution of human coding techniques for 

CATA approach in terms of: (a) Creation of content analytic schemes that could be transformed then in a 

CATA algorithm; (b) Measurement of constructs and the not yet adequate devised CATA indicators; (c) 

Ongoing validation of CATA measures (idioms, etc.) evolve over time. 

In the quantitative content analysis are not rigorous parameters. Neuendorf, & Skalski (2010) describe 

the content analysis in terms of description, prediction, explain and control the human-communication. 

Content analysis is based on various software, either commercial or free online. All of them uses algorithms 
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for keywords searching and counting and involve more dictionaries. CATA programs work with pre-set 

dictionaries but also with custom dictionaries, created by the users. The authors also consider that content 

analysis for texts is effective in science only weather it is considered an interdisciplinary approach and also a 

complex method that involved sometimes sentiment analysis, text mining and similar word-pattern 

discovery. Measurement the text using CATA techniques involve also measurement or description of 

frequency of words, average word length, concordances, keyword-in-context 

Neuendorf, & Skalski (2010) show that online communication is very generous topic for content analysis 

due to its interactions. Researches on computer-mediated communication (CMC) reveal that are differences 

between online text and naturally written text (Abbasi and Chen, 2008). 

However, in the conditions of digitization of research, the Web content analysis is more than an 

automated process for coding scheme. The Web content analysis is more complex and it is completed with 

other methods, data and interactions, such as social networks analysis, audience research, and web sites 

analysis (Bartholomew, 2010). 

Web content analysis (WebCA) is used in communication studies, and it based on a description of the 

Web content and also of Web links. The content analysis research method is adapted to the specificity of the 

Web and to social media sites. This method was studied in detail by Herring et al. (2006, 2009).  The Web 

content is not only about text, images as in traditional media; it is also about hyperlinks and interactive 

discussions generated by a text or an image. Moreover, time is another dimension in the Web content 

analysis that must be considered. Herring (2009) presents the method of Web content analysis (WebCA) and 

considers that new influences in research methods are coming from computational techniques. She says that 

coding scheme in WebCA is more complex, and also its implementation. Thus, in certain situations, 

variables and coding schema can not be identified in advanced as in the traditional method. The specificity of 

sites can require new coding categories. Moreover, the time dependence of variables on Web can diminish 

the sample. Thus, in many cases, it is not possible to establish a strict coding scheme in advance (Herring, 

2009). 

Many studies for Web content are based more on hyperlinks. The link analysis is different from 

traditional method of content analysis. The solution proposed, in general, is to integrate different methods for 

content analysis depending on the type of site and also on the research objective. Thus, it is necessary to 

redefine the traditional notions of content analysis, such as comparable units of analysis, fixed coding 

schemes, and random sampling. However, a minimum and fixed coding scheme for web content analysis can 

be defined, because we have categories of sites with specific characteristics and design. These categories of 

site can help to choose comparable units of analysis. The content analysis is frequently followed by a statistic 

analysis. Also, the research objective can help to choose comparable units of analysis. For instance, we can 

have studies that use units of analysis time-based, user-based, site type-based or event-based (Herring, 2009). 

Web content analysis method is used in communication studies as approach to see different relationships 

between social media and mainstream media. Herring (2009) uses Web content analysis (WebCA) to analyze 

blogs as communication platform. It is proposed an expanded Web content analysis that considers both 

discourse analysis and social network analysis. She considers that research methods must address the 

characteristics of the new technological phenomena, and the very diverse types of sites.  

Web content analysis can be oriented to specific platforms such as Facebook, Thus, Facebook content 

analysis method is applied by the several analytics tools and refers to post categories, types of posts (such as 

short and long posts, questions, links, photos or videos), or also to effectiveness of posts (ways the fans are 

engaged with content, topics that lead to most interactions and engagement). 
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5. Conclusions 

This paper offers the perspective both of practitioners and also theorist position facing with digital and 

social media research. The emphasis of this paper is on data collection on social media platforms, their 

measures and metrics, and also methods and tools used for analysis. This study brings up some tendencies 

and a view regarding digital and social media research. The study gives a synthesis of important metrics, 

methods and tools applied in digital research, especially for media and communication studies. Several 

general conclusions arise for this study. The digital research on Web is increasingly important and especially 

social media is a topic of concern in current studies. Traditional issues of research are now adapted to Web 

subspaces, such as: finding online data, measuring these data and their analysis.  

In media and communication studies, the traditional matters are treated from a digital and social media 

perspective. Professional matters, sources of information, audiences are addressed with Web dimensions. 

Web and social media are interesting both for data collection and also as research object. For instance, 

blogosphere, Facebook or Twitter, as Web subspaces, are usually analyzed from social interaction 

perspectives or professional perspective. The new types of interactions, such as influence, engagement, 

participation are analyzed for their effects in media. Online communities around the news sites are studied 

with other tools and methods, specific for the Web. Thus, the audience studies must consider the potential of 

the Web.  

The interactions on Web and especially on social media platforms are found in the form of hyperlinks. 

The configuration of hyperlinks is a determining aspect to digital and social media analysis. 

As space to collect data, social media platforms are important databases for qualitative and quantitative 

research. Comments and posts published by the users on social media platforms and also demographic data 

obtained from the users’ profile are used in digital research.  

Research methods combine the traditional approaches with the digital ones. The research market of 

social media in media and communication field is considered to be important, both in terms of volume of 

topics and in terms of research methods used. New methods, such as Web content analysis or social network 

analysis are implemented for media and communication research in various ways. 

Web and social media platforms are also tools for doing researching, for instance, to deliver different 

questionnaires or research results. Online and commercial tools are used to track, monitor or measure the 

social media dimensions for different studies. 
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Abstract. The relationship between market share and profitability is perhaps the most-studied single 

phenomenon in business policy. The purpose of this study is an attempt to explore the impact of various 

factors (such as market share, concentration ratio) on profitability measurements of banks in Bulgaria. The 

analysis is based on balanced panel data of 22 banks over the period 2006 to 2010. For the measurement of 

bank profitability using one of the most widely used indicators: return on equity (ROE)  

The main research hypothesis is that the leading banks (on market share) should achieve better profitability.  

The survey results show that the relationship between market share and profitability of banks  is positive and 

statistically significant. Empirical results confirm that there was no statistically significant relationship 

between the concentration in the Bulgarian banking sector and its profitability. The estimation results 

suggest that the profitability of Bulgarian banks is influenced only by factors related to their management 

decisions and not by changes in the external macroeconomic environment. 

The findings of this study have several managerial implications. First, the bank can enlarge their market 

share to improve profitability. Second, bank managers should not worry about the degree of concentration in 

the industry. Analysis shows that it is management rather than concentration which affects bank profitability. 

Keywords: market share, profitability, Bulgarian bank system, concentration ratio. 

JEL Codes: G21, C23, and L10. 

 

1. Introduction  

Banking sectors in Eastern Europe have undergone a remarkable transformation from the beginning of 

the 1990s, which resulted in a relatively consolidated and to a large extent privatized banking industry that is 

characterized by a heavy presence of foreign owned banks. The rapid changing face of the financial service 

industries has caught growing attentions of academic researchers and business managers on the 

competitiveness and sources of profitability of the banking industry. 

The main characteristics, which play a significant role in the development of the Bulgarian banking 

system, (Mirchev, 2009) are: the transformation of the banking system from one-tier into a two-tier with the 

Bulgarian National Bank (BNB) on the first and the commercial banks on the second tier. This was done 

through the reestablishment of the commercial banks. New legislative framework was adapted to reflect the 

new market structure. The Law on the Bulgarian National Bank (1991) defined the objectives and the powers 

of the BNB. Later the Law on the banks and credit activity (1992) defined the activities banks could perform 

under the license they were granted. 
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2. Literature review and research hypotheses  

2.1 Market share and profitability relationship  

 

With regard to the sources of competitiveness and profitability of firms, the relationship between market 

share and profitability is probably the most widely studied single phenomenon in management research  

(Laverty, 2001). 

For the past three decades, rich bodies of conceptual and empirical studies on the market share –

profitability relationships have been conducted. Scholars argue that the market share reflects the current 

competitive position that a firm attains in the marketplace, so that firms with high market shares are 

considered to better satisfy customers’ needs and, therefore, enjoy a competitive advantage against their 

smaller competitors. 

Since the first published study reporting a positive market share–profitability association (Gale, 1972), 

the nature of the relationship between market share and business profitability continues to be an important 

subject to research in economics
1
. The debate regarding the underlying relationship has been fueled by 

inconsistencies in the magnitude of the market share-profitability relationship, the statistical significance of 

this relationship, and the direction of the relationship reported across studies and across models within the 

same study. 

Buzzell (2004) notes that the majority of studies on the topic find a linear positive relationship between 

market share and financial performance. Numerous studies have attempted to measure the determinants of 

bank profitability in the EU banking system, (e.g., Girardone et al.(2004), Goddard et al. (2004), 

Athanasoglou et al. (2006) and Athanasoglou et al. (2008). Much of the research on the banking system in 

Bulgaria is related to its efficiency
2
. There are no studies analyzing the market share – profitability 

relationship.  

Moreover, this research paper was initiated by a series of questions: Why are some banks more profitable 

than others? Are the decision-making factors playing a big role for this? Answers to the questions would be 

helpful to identify the determinants of bank profitability. 

The aim of this research is to determine whether there is a relationship between market share and 

profitability in the Bulgarian banking system. The research evaluates whether being a market leader 

increases the bank’s ability to earn greater profits. 

Formally, the first hypotheses to be tested by the analysis are as follows: 

Hypothesis 1 (H1): There is a positive relationship between the market share of the bank and its 

profitability. 

 

                                                           
1
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2
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2.2. Industry concentration and profitability relationship  

Two theories are proposed to explain how the degree of sector concentration affects bank profitability. 

The structure-conduct-performance hypothesis (also referred to as the market-power hypothesis) states that a 

more concentrated sector favors bank profitability motivated by the benefits of greater market power, which 

reflects the setting of prices that are less favorable to consumers (lower deposit rates, higher loan rates) as a 

result of competitive imperfections in these markets (monopoly profits). On the other hand, the efficient-

structure theory explains the positive relationship between concentration and profitability as an indirect 

consequence of efficiency. 

The empirical evidence on the relationship between concentration and profitability is not conclusive. 

Whereas Claeys and Vander Vennet (2008), among others, report evidence from Europe favoring the 

structure-conduct-performance theory, other studies (see, for example, Athanasoglou et al., 2008; Berger, 

1995) find no relationship between the degree of concentration of the sector and bank profitability; some 

even show an inverse relationship between the two. 

Table 1  

Market positions of top 10 Bulgarian banks 

Banks/ total 

assets and 
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2007 2008 2009 2010 
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DSK Bank 13,28 10,7 12,5 9,3 12,16 9,6 11,62 10,2 12,39 10,0 

Unicredit 

Bulbank 
15,34 5,7 15,8 10,8 16,25 9,4 15,72 9,9 15,72 9,0 

United 

Bulgarian 

Bank 

10,37 8,7 11,1 7,8 11,5 7,9 10,72 8,1 10,92 8,1 

Raiffeisenbank 10,12 5,7 9,9 6,0 9,37 5,4 8,9 6,0 9,57 5,8 

Eurobank EFG 

Bulgaria 
7,41 5,5 7,8 5,0 8,5 4,5 8,56 5,4 8,07 5,1 

First 

investment 

Bank 

7,12 

 
4,3 6,1 3,6 5,78 3,1 6,71 3,3 6,43 3,6 

Piraeus bank 6,04 2,7 6 2,7 5,12 2,6 5,53 2,5 5,67 2,6 

S.G. Express 

Bank 

3,03 

 
2,3 3,6 2,0 4,08 2,2 3,96 2,3 3,67 2,2 

Cibank 2,59 1,7 2,7 1,7 2,71 1,5 2,54 1,5 2,64 1,9 

Central and 

Cooperative 

Bank 

2,65 1,9 2,4 1,5 2,6 1,5 3,1 1,6 2,69 1,6 
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Total for top 

10 banks 
78,0 49,2 77,9 51,4 78,1 47,7 77,4 50,8 77,8 49,8 

Total for all 22 

banks 
94,36 95,75 93,59 95,48 93,38 95,45 92,76 95,54 93,52 93,53 

CR3 39,0 25,1 39,4 27,9 39,9 26,9 38,1 28,2 39,1 27,0 

CR4 49,1 30,8 49,3 33,9 49,3 32,3 47,0 34,2 48,7 32,8 
 

Source: Market statistical data “Bulgarian commercial bank’s market position” 2006, 2007, 2008, 2009, 2010 UBB 

 

Our banking system shows a relatively constant concentration ratio during the 2006-2010 year period. In 

the last two years (2009-2010) there was a reduction in the banks’ profitability as a result of the economic 

crisis. 

In accordance with the value obtained for the CR3 and CR4 relevant bank market may be defined as a 

normal competitive market with low concentration ratios - in CR3, below 40, and CR4, below 50
3
. 

For this reason we would formulate the second hypothesis of the study as follows: 

 Hypothesis 2 (H2): There is no significant relationship between the concentration of the banking sector 

and its profitability. 

3. Method and data issues 

Tests are conducted on the banking industry. Our panel is composed of annual data for 22 Bulgarian 

banks over the period 2006-2010 (see appendix 1). We believe our sample to be representative because it 

includes banks holding over 93% of total assets and client deposits in the sector. Bank-specific information 

was mainly obtained from the Bulgarian commercial bank’s market position
4
. 

Because of the requirements for market share and other individual bank data, the banking industry is 

particularly well suited for this study. It allows us to use a detailed database (because of the financial 

reporting requirements of all banks), and a large sample of relatively homogeneous firms (as compared to a 

similar cross section of firms in manufacturing) that operate in many different reasonably distinct markets. 

Some banks were dropped from the sample for one reason - as a consequence of the lack of information in 

some of the necessary variables to estimate the model. 

The basic equation we have worked with is the following: 

 Pi,t = f (MS, CR) 

Where Pi,t is the profit of bank i in year t, measured using ROE; MS is bank market share (% of client 

deposit); CR4 – four bank assets concentration ratio. This is accomplished by defining and introducing into 

the empirical analysis the following variables: 

(1) Pi,t is the profit of bank i in year t, measured using ROE and return on equity (ROE)—a bank’s net 

income  to total equity capital  

(2) The study used cluster analysis to determine the exact number of banks in the index of concentration. 

The results of this analysis confirmed that the first four banks differ substantially from the other. Based on 

the market share they have banks are defined as follows: cluster 1: DSK bank, Unicredit Bulbank, United 

                                                           
3 “Methodology for the conditions and procedures for determining, analysis and evaluation of the market and criteria for determining 

the enterprises with significant market power” Committee on Protection of Competition, 2008 
4 Market statistical data “Bulgarian commercial bank’s market position” 2006,2007, 2008, 2009,2010 UBB 
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Bulgarian Bank and Raiffeisenbank and cluster 2: contains the remaining 18 smaller banks. Therefore, we 

use CR4 – four bank assets concentration ratio. 

(3) Market-share ratio—A bank’s deposit to total deposits in the bank sector.  

For statistical analysis software “Gretl” was used. 

For the statistical characteristics of the variables used, see Table 2 

 

Table 2  

Summary statistics of variables from 2006-2010 

Variables Description Mean Stand. D Max Min 

Return on equity 

(ROE) 
=Income from current year/ Total Equity 10,94 8,71 33,36 -14,79 

Market shares (as 

% of assets) MSa 

% of a market (defined in terms of 

assets) 
4,14 4,27 16,25 0,05 

Market shares (as 

% of client 

deposits) – MScd 

% of a market (defined in terms of client 

deposits) 
4,25 4,20 16,20 0,06 

Concentration ratio 

CR 

CRm = MS1 + MS2 + ... + MSm where 

MSi is the market share and m defines 

the i
th
 bank 

47,29 2,74 49,45 42,42 

Source: own calculations 

4. Empirical results 

Two analytical methods were adopted to examine the market share – profit relationships of Bulgarian 

banks: pooled OLS and random-effects model. The advantage of pooling is that more reliable estimates of 

the parameters in the model can be obtained. It is a valid procedure where the relationship between the 

variables is stable across cross-section units. Our data set gives evidence that Bulgarian banks show similar 

response to cyclical movements. Therefore, we decided to apply pooled OLS estimation method. 

 The results of this regression analysis are summarized in Table 3 

Table 3  

Pooled OLS and random-effect model 

Dependent 

variable ROE 

Pooled OLS, using 110 observations; 

Included 22 cross-sectional units 

Time-series length =5 

Random-effects (GLS), using 110 

observations 

Included 22 cross-sectional units 

Time-series length = 5 

Factors coefficient std. error p-value coefficient std. error p-value 

Constant 10,06 13,4 0,454 10,06 13,78 0,467 

Market share 

(client deposit) 
0,68 0,16 

7,22e-

05** 
0,675 0,189 0,0006*** 

Concentration 

ratio 
-0,04 0,28 0,88 -0,04 0,29 0,885 
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In H1, this study predicts that market share is positively associated with bank profitability. Table 3 shows 

that in both models the regression coefficients of the market share (MS) are positive and statistically 

significant at the p=0.01 level, confirming that the larger the market share of a bank, the higher the 

profitability earned by the bank. H1 is thus supported. This implies that in the banking sector a 1% change in 

market share is approximately associated with a 0.68% change in ROE. 

Analytical results show that the index of concentration is not a statistically significant effect on bank 

profitability (regression coefficient = -0, 04). The negative regression coefficient indicates a more negative 

impact of bank concentration on its profitability. This confirms the H2 of the study. 

We conducted a number of additional tests to determine the adequacy of the model and results are 

presented in Table 4 

Table 4
 
 

Testing adequacy of the model 

Check Test T-statistic (p-value) Conclusion 

Autocorrelation Durbin–Watson statistics 1,956 ; p-value = 0,98 
no evidence for 

autocorrelation 

Heteroscedasticity 
White's test for 

heteroskedasticity 

LM = 7,18 

p-value = 0,201 

heteroskedasticity not 

present 

Normality of 

residual 
Test for normality of residual 

Chi-square(2) = 4,53 

p-value = 0,104 

accept null hypothesis: 

error is normally 

distributed 

Collinearity Variance Inflation Factors CR    1,002, CD 1,002 no collinearity problem 

It can be said, then, that the regression model has defined the proper function for both independent and 

dependent variable. 

5. Discussion and conclusion 

The rapid changes in the financial service industries have caught growing attentions of academic 

researchers and business managers on the competitiveness and sources of profitability in the banking 

industry. Banks today must focus on strategic thinking if they want to maintain growth, competitiveness and 

profitability, so it becomes important to search for the critical determinant of profitability. For the past three 

decades, a rich body of conceptual and empirical studies in economics, marketing, and strategic management 

areas has reported that a larger market share is associated with a higher profitability. This study conducts 

empirical research by using systematic and comprehensive data to investigate the market share – profitability 

relationships in the Bulgarian banking sector.  Therefore, the purpose of this study was to test empirically the 

hypotheses with regard to the associations between market share and profitability to answer a fundamental 

question: whether or not the pursuit of market shares is an appropriate strategy in the bank sector. 

Results provided by pooled OLS and random effect model confirm that market share is positively 

associated with return of equity. Findings of this confirm that the pursuit of market share is indeed a correct 

strategy for the banks.  

The findings of this study have several managerial implications. Firstly, banks can enlarge their market 

share to improve profitability. Bank managers should not worry about the degree of concentration in the 

industry. The analysis shows that it is management rather than concentration which affects bank profitability.  

Of course, increasing market share is related to continuously adapt elements of the marketing mix to 
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consumers. Although the bank sector is a homogeneous industry, managers may develop new services by 

using new technologies, such as the online trading for example. Secondly, banks can improve their 

profitability through the pursuit of market share growth, suggesting the possible efficacy of mergers and 

acquisitions.  

The approach outlined in this study can be replicated in other industries, companies and nations. 

Therefore, future research works may focus on validating the proposed relationships between market share 

and profitability by implementing the study to other industries or companies. Finally, there is a limitation of 

the current research that warrants discussions. In this study, only banks in Bulgaria were examined, which 

may restrict the representativeness of the findings. On the other hand, this limitation may provide an 

opportunity for future research on the relationships between market share and profitability in other industries.  
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Appendix 1 Banks in the sample 

 

 

 

 

 

 

 

 

 

 

 

Name of bank Established 

1 DSK Bank 1998 

2 UniCredit Bulbank 1994 

3 United Bulgarian Bank 1992 

4 Eurobank EFG Bulgaria 1991 

5 First Investment Bank 1993 

6 Raiffeisenbank (Bulgaria) 1994 

7 Societe Generale Expressbank 1993 

8 Bulgarian-American Credit Bank 1996 

9 Piraeus Bank Bulgaria 1993 

10 Corporate Commercial Bank 1994 

11 Municipal Bank 1996 

12 Cibank 1995 

13 Allianz Bank Bulgaria 1997 

14 Central Cooperative Bank 1991 

15 MKB Unionbank 1992 

16 D Commerce Bank 1999 

17 Invest bank 1994 

18 ProCredit Bank (Bulgaria) 2001 

19 International Asset Bank 1989 

20 Emporiki Bank - Bulgaria 1998 

21 Tokuda Bank 1994 

22 Texim Private Entrepreneurial Bank 1992 
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Abstract:  In recent years, the active entrepreneurship is a very promoted alternative in Europe, due to its effects of 

individual and community development (European Commission, 2003, 2004). Although, the European Union had a 

hesitant and slow policy for supporting and stimulating the small businesses and entrepreneurship was just a 

recommendation, starting from the appearance of the Green Paper for Entrepreneurship by 2003, it has been 

recognised as an opportunity and a viable solution for the crisis of a lagged economy and a changing European society 

(Lisbon European Council, 2000; Thurik, 2009). 

    Based on the actuality of the entrepreneurship issue, an academic investigation has been initiated focused on 

entrepreneurial behaviour at people with visual disabilities from Romania, people who, often stay in “the shadow” of 

the research intentions because they belong to a minority segment of population that “does not seem“ to be very 

relevant to a society’s collective destiny. 

    The paper presents the results of a questionnaire application on a 201 subject’s lot and five individual interviews 

with Romanian impaired businessmen, but it also proposes to change the perception perspective to the disabled 

persons, redirecting attention to certain features which have many consequences in the psychological, economic and 

social areas, both individual and collective.      

    The focus on the disabled population segment should not be neglected because, beyond the vulnerability dimension, 

but in a close relation with this, such people develop a dependence relation with the state, when they legally become 

socially assisted, and learn the dependence status by the exercise of daily life. Under these conditions, entrepreneurship 

can be another kind of daily exercise, but an exercise for independence… 

 

Keywords: entrepreneurial behavior, people with disabilities, socially assisted people, entrepreneurial education, 

inclusive democratic society, visually impaired people 

 

JEL codes: L26, Z13, I24, I25 

 

 

1. Entrepreneurship---an accessible alternative for all?  
 

   The speed pulse of the social, economic and technological development has revealed, in the last years of 

the twentieth century, the necessity to promote a new knowledge-based society and an innovation-based 

economy in Europe and not just here…The contemporary human been, assaulted by new and various 

provocations, was the key element in this transformative context, but was and still is a vulnerable one; he/she 

must adapt to all the new complex instruments and the sensitive intersections between the labor market and 

the personal life requirements, trying to be autonomous, to decide freely, without loosing the identity in a 

profound interconnected world. 

  As a European citizen, the contemporary individual must reset educational and existential perspectives 

using marks and performance trajectories which are accepted by a common knowledge society, as open 
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alternatives for all its members; in this context, the competitiveness and the competence have become 

landmarks concepts and also desired finalities for all the human life sectors. 

 The European leaders have decided, in 2000 at Lisbon, that European society must become “the most 

competitive and dynamic knowledge-based economy in the world, capable of sustainable economic growth 

with more and better jobs and greater social cohesion” (Lisbon European Council, 2000, part I. Point 50).  

 

To this aim, they  have also identified five areas of new basic abilities for all: IT, foreign languages, 

technological culture, entrepreneurship and social interactions ((Lisbon European Council, 2002) and 

starting with this Lisbon moment, the promotion of entrepreneurship has become a  part of confrontation 

strategy into a world economic competition and an important opportunity for the European economy 

transformation. 

  This was reconfirmed in 2003, with the Green Paper of Entrepreneurship  where the three main pillars of 

the entrepreneurial European society were defined: the removal of the obstacles which hinder the business 

development, the promotion of society that values the entrepreneurial spirit and the rewarding of the 

entrepreneurial intentions (Commission of the  European Communities, 2003).  

   Next year, in 2004, the European Commission decided an action plan for entrepreneurial intervention 

support and some strategic directions were identified such as (Action Plan: The European agenda for 

Entrepreneurship, 2004): 

 Encouraging people to become entrepreneurs and entrepreneurship training for young people. 

 Support for women and ethnic minorities development, promotion of research, innovation and 

technology transfer. 

 A more favorable legislative framework for small and medium-sized enterprises sector. 

   However, the anaysis of the Lisbon goals achievement has revealed that more focus is necessary on actions 

which really help attainment of the entrepreneurial goals because there are  still many obstacles for 

entrepreneurial initiatives and frequently, some human categories such as: women, ethnical minorities, 

people with disabilities, young people, people who live in rural areas and people from disadvantaged areas 

still report barriers in business development (Susana Martins, 2004). Of course, some academic voices have 

argued that a transfer from a managerial to an entrepreneurial economy, even if it is natural for all the word, 

is not quick and easy for Europe because, compared with the United States of America, the European Union 

did not have an entrepreneurial culture and has done just some hesitant and slow steps for stimulating and 

supporting the small businesses (A.R. Thurik, 2009).  

   Even if the Green Paper appearance can be considered a real beginning for a common European economic 

policy which really values all the entrepreneurial opportunities, every European country must decide the rate 

which it embraces and promotes the entrepreneurial spirit (A.R. Thurik, 2009). This receptivity speed makes 

the difference between national economies and also explains why (A.R. Thurik, 2009), while Europe tries as 

entrepreneurship for all to become a main imperative of its society and proposes the entrepreneurial 

alternative as a solution for national economic crises (Gasparikova, 2011), the entrepreneurial opportunity 

can still rest for many European individuals just a tempting and daring wish.  

   If someone asks „What has happened in Romania?”, he/she can receive answers or  discover  newspapers, 

websites or  journals with dates which confirm the  promotion of the entrepreneurial opportunities at the 

national level, in the public or private sector. Also, pre-university and university educational institutions, 

NGOs and mass-media are interested and propose various oportunities for learning how to initiate and to 

manage a bussines, and the first view as a whole, look good...But what answers can somebody find who 

wants to know „What has happened in Romania with the disabled people who aspire to be entrepreneurs?”; 

for them the entrepreneurial alternative is just an unfeasible temptation or a feasible alternative? 

   Analysing the national reports of the Ministry of Labor, Family and Social Protection of Romania, at 31st 

of June 2011, officially notified a number of 690,469 persons with disabilities (Protection of Disabled 

People-Second Term Report of the Ministry of Labor, Family and Social Protection of Romania, 2011), an 

approximate percent of 3.18% from the 21,680,974 Romanians (the official number reported by National 
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Institute for Statistics in 2003), a percentage which also reflects an important part of the people socially 

assisted by the Romanian government.  

   In accordance with the Law 448/2006 on the protection of rights and freedoms of individuals with 

disabilities, in Romania ten categories of disabilities can be identified: physical, visual, hearing, deaf, blind, 

somatic, mental, psychological, HIV and associated diseases (Law 448/2006). From these categories, visual 

disability as rate, is situated on the 4th place, with a number of 110,480 adults and 3,344 children, an 

approximate percentage of 17% from the total number of persons with disabilities  (Protection of Disabled 

People-Second Term Report of the Ministry of Labor, Family and Social Protection of Romania, 2011; Law 

448/2006). The same statistics show that 113,376 persons with visual disabilities are in families, 448 are 

institutionalized persons and only 2,852 persons are employed (Protection of Disabled People-Second Term 

Report of the Ministry of Labor, Family and Social Protection from Romania, 2011). In fact, these statistics 

confirm that it is a significant number of people with visual disabilities who are socially assisted by the 

Romanian government (in accordance with the law evaluations and indicators) and just a small part of them 

is active on the labor market. 

   It is not very clear what has happened with the rest of people with visual disabilities who are not 

employees, if they are involved in the private business sector or they have other alternatives for increasing 

the quality of their life, and the situation seems to be the same for other types of disabilities. Probably, these 

scarce or missing data are often considered not very significant for the movement of the big whole society 

(and data scarcity can be a start for a presumption), but all of these data are very important for an inclusive 

democratic society that outlines and proposes the minimum guideline for a comfortable life in the case of all 

assisted persons, but also are indicators for the way in which the state motivates and encourages them to 

exceed the limits drowned by external factors of their life, the state itself being exactly one of these. 

   The lack of clear data about the implication of people with visual disabilities in the business sector has 

generated the intention to investigate the entrepreneurial behavior and entrepreneurial intentions at this 

human category which is generally marginally located and very vulnerable at social and economic changing. 

Although the results apparently speak about a small and an insignificant part of the Romanian people, they 

reflect the voices of some remarkable and enthusiastic persons who want and have the right to live 

beautifully and independently. 

 

 

2. Valorization of the entrepreneurial opportunity by people with visual 

impairments from Romania 
 

  The investigation process of the entrepreneurial behavior at the Romanian people with visual disabilities 

has started in February 2011 with the financial support of “Al. I.Cuza” University of Iasi, by the 

POSDRU/88/1.5./S/47646 doctoral project, and the tacit help of the Romanian Association for Blind People, 

Botosani, Iasi, Neamt, Focsani branches and special high schools for students with visual disabilities from 

Tg.Frumos, Buzau, Bucuresti, Arad, Timisoara and Cluj that have made available databases and have 

facilitated the interaction with investigated people.  

  The first stage of data collection was done by a questionnaire application on 201 people with visual 

disabilities, between 18 and 70 years old. The participants’ selection moment was very difficult because 

many people have refused to answer at research invitations and the randomization criterion cannot be always 

respected. Finally, the subjects’ lot was differentiated by four independent variables: 

 The age categories - the subjects’ lot had 139 persons between 18 and 29 years old, 29 persons 

between 30 and 39 years old, 18 persons between 40-49 years old and 15 persons after 50 years old. 

 The biological gender - the subjects’ lot had 115 masculine persons and 86 feminine persons. 

 The education level - the subjects’ lot had 78 persons who completed a secondary school, 23 persons 

who completed a vocational school, 55 persons who graduated from high school, 14 persons who 
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Aţi dezvoltat vreo afacere personală în nume propriu sau în asociere cu 

alte persoane până în acest moment?

8.5

91.5

da

nu

graduated a post-secondary school, 21 persons who completed university degree and 10 subjects 

who completed Master studies. 

 The socio-professional situation - the subjects’ lot had 123 persons who are still studying, 31 persons 

employed in the public sector and 10 persons in private sector, 3 persons who work occasionally, 6 

persons involved in businesses, 2 persons who are volunteers in an organization, 4 persons without a 

job and 22 retired persons. 

  The participants were informed about the purpose of the research, about the right to refuse participation or 

to request deletion of personal data from databases (Law 677/2001) and all of them gave their consent for 

study participation and personal data processing. As persons with visual disabilities they received a visually 

adapted questionnaire with embossed, big and large printed letters and also, magnifying glasses for reading 

or a support person where needed, avoiding to influence of the participants’ answers. 

  The study aimed to investigate the main factors that determinate the entrepreneurial behavior and 

discourage the entrepreneurial initiative in the case of visually impaired people from Romania, in what way 

the entrepreneurial behavior and intention vary by age, gender, level of education, participation or non-

participation in some entrepreneurial education programs. The data processing was performed using the 

SPSS 11.0 software for Windows and the statistical operations used were: the frequency analysis to illustrate 

the subjects’ lot composition, chi square test and crosstabs technique for frequency comparisons, Kruskall 

Wallis, Mann-Whitney U and test Friedman non-parametric tests (Labar, 2008, Antonesei, 2009).  

   The first step of data analysis was to identify the percentage of existing and potential entrepreneurs among 

investigated subjects with visual disabilities. The frequency analysis on business development until the 

interrogation moment, using the subjects’ responses at item 10: “Have you developed any business on your 

own or in association with others so far?” showed that 8. 5% from the respondents answered Yes and 91. 

5% said No; these results indicate that just a very small number of inquired people with visual disabilities 

exploit the developmental opportunities of the entrepreneurial alternative, at the time of the inquiry. Also, the 

frequency analysis on business intention for a proximate future, using the subjects’ responses at item 11 “Do 

you intend to open a business on your own or in association with others in the coming years?” showed that 

45. 3% from the respondents said Yes, 24.9% said No and 29.9% said I don’t know for sure. These results 

indicate that the inquired people with visual disabilities tend to expoit the entrepreneurial alternative in a 

near future, even if a relevant precentage of them is still undecided.  

 

 

 

                                   
                                                   Have you developed  a business so far? 

 

                                                                                                  yes 

 

 

 

 

 

 

 

 
                                                                           no   
                                                                         
 

 

Figure 1-The frequency analysis on business development, until the inquiry moment 
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Aveţi intenţia de a deschide o afacere în nume propriu sau în asociere cu 

alte persoane în următorii ani?

45.3

24.9

29.9

da

nu

nu ştiu

 

 

 

 

 

 

 

 

 Do you intend to start a business in the near future? 

 

 
                                        I do not know 

                                                                                                                                  yes 

                                                                                                                            
 

 

 

 
                                                                    no                                                    

                       

 

 

 

Figure 2-The frequency analysis on business intention for the near future 

 

  The second  step of data analysis was to verify the differences of the entrepreneurial behavior and intentions 

in the case of inquired people, by age, biological gender and participation in entrepreneurial education 

programs. After the crosstabs SPSS tehnique application and χ
2  

test calculation for frequency comparisons, 

the results indicated that are significant statistic differences for entrepreneurial intention measurement. The 

analysis shows that: 

A. Intention to develop a business in the next years is significantly more obvious at human subjects between 

18 and 29 years old, comparing with human subjects after 30 years old and it decreases proportionally with 

transition at more advanced age category. 

  Reporting at every age category: 

 For 18-29 years age group dominates the intention to open a business in the future. 

 For 30-39 years age group the relation between the Yes/Da and No/Nu answers is equal. 

 For 40-49 years age group and after 50 years old group dominates the lack of intention to start a 

business in a near future. 

  B. The intention to develop a business in the next years is more pronounced with men than with women.  

Reporting at biological gender category (figure 3): 

 At women the relation between the Yes/Da and No/Nu answers is equal. 

 At men the percentage of those who intend to develop a business is much higher than those who do 

not have this intention or do not know/nu stiu. 

C. The intention to develop a business in the next years is more pronounced at persons who followed a 

program of entrepreneurship education versus those who did not attend such a program (figure 4).                                                                                        

  The data analysis continued with the verification of possible differences between the relevance of 11 

potential reasons which can have an inhibitory influence on entrepreneurial initiatives at people with visual 

disabilities from Romania. The respondents made a hierarchical selection for the most powerful reasons that 

can inhibit the transition from the entrepreneurial idea to a real act.  The application of Friedman non 

parametric test for variables comparison indicated that people with visual disabilities from Romania believe 

that mainly, the most inhibitor factors of the business initiation come from outside the person and are related 
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Aveti intentia de a dezvolta o afacere? * Ati beneficiat de un program de educatie antreprenoriala?

Crosstabulation
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to institutions, economic policies and lack of knowledge about how to initiate a business. The respondents’ 

choices are identified in figure 5: 
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 Figure 3- Comparing the frequency responses to the item ”Do you intend to develop a business?” 

depending on the biological gender  variable                  
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Figure 4 - Comparing the frequency responses to the item ”Do you intend to develop a business?” 

depending on responses on the item “Have you attended an entrepreneurial education program?”  

     

The reasons which can discourage individuals with low vision to 

start a business 

Average rank at 

Friedman test 

The rarity of the specialized institutions which can support people with 

disabilities who plan to open a business 

7.67 

Discouraged  national economic policies  7.38 

The lack of knowledge about how to initiate a business 7.32 

A poor interest for a visual adaptation of the documents in institutions 6.50 

The financial support received from the state is sufficient for a 

comfortable living 

5.65 

The rarity or absence of the entrepreneurial success models from 

people with visual impairment community 

5.61 

The failure fear 5.43 

The convenience and the action hesitation  5.29 

The  responsibility and risk fear 5.19 

An insufficient confidence in the personal forces 5.11 

A low level of personal autonomy and the fear for change 4.86 

     Figure 5 - The hierarchy of reasons which can discourage individuals with low vision to start a business, 

based on average ranks obtained from Friedman test 

 

   The negative motivations’ analysis also reflected that are significant statistical differences between 

choosing some reasons and age categories, biological gender and educational level. Non-parametric tests 

application for comparison indicated  different results for the reason “The financial support received from 

the government is sufficient for a comfortable living”, according to:  - Age categories- 

 The importance of this reason is higher for subjects between 18 and 29 years old compared with 

subjects between 30 and 39 years old. 

 The importance of this reason is higher for subjects between 18 and 29 years old compared with 

subjects between 40 and 49 years old. 

                                                                                                           - Education level- 

 The importance of this reason is higher at people who completed a gymnasium level compared with 

people who graduated from a vocational school. 

 The importance of this reason is higher at people who completed a gymnasium level compared with 

people who graduated from a high school. 

 The importance of this reason is higher at people who cpmpleted a gymnasium level compared with 

people who graduated from a post-high school. 

 The importance of this reason is higher at people who completed a gymnasium level compared with 

people who completed a Bachelor’s degree. 

      Also, some differences for the reasons were identified: “The failure fear” according to the education 

level: 

 The fear of failure is more developed in subjects who completed the Master studies compared with 

those who graduated from the secondary school. 

 The fear of failure is more developed in subjects who completed the Master studies compared with 

those who have graduated from a post-high school. 

 The fear of failure is more developed in subjects who completed the Master studies compared with 

those who have completed a Bachelor’s degree.  

 The fear of failure is more developed in subjects who completed a vocational school compared with 

those who have completed a post-high school. 
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      “Insufficient confidence in personal forces” according to education level: 

 This reason is more important at subject who completed the courses of a vocation school compared 

with subject who graduated from a seconday school. 

 This reason is more important at subject who completed the courses of a vocational school compared 

with subject who completed a high school. 

 This reason is more important at subject who completed the courses of a vocation school compared 

with subject who completed a post-high school. 

  These results reveal the need of changes in the national economic framework, but also the necessity to 

supplement the entrepreneurial education programs that include people with visual disabilities. The 

educational opportunities must be reconsidered as an offer and link for social integration because people with 

visual disabilities have not only special educational needs; they also have many and specific needs, 

especially in development and participation areas.     

  The state, as the parents in a big family, has the duty to create good opportunities for the individuals, for a 

secure symbolic fly. And… this is not enough if the fly intentions are dispersed, if they have not learned that 

the risk assuming behind the safe’s door can be exploited as a new start. 

 

3.  The portrait of the Romanian visually impaired businessman  
 

   Even the antecedent results have revealed a small percentage of inquired people who are really involved in 

businesses at the research moment, I have tried to sketch a portrait of the Romanian visually impaired 

businessman and to propose some success elements, as models for young people with visual disabilities who 

study entrepreneurial education in special schools and intend to initiate a business. I have applied five 

individual interviews to visually impaired businessmen (from Botosani, Piatra Neamt, Focsani, Bucuresti and 

Iasi) who were able to maintain their business in economic crisis context and accepted the interview guide’s 

items.  The identification of some valid research persons  was a difficult and limitative process because they 

did not accept the interview or were in insolvency. However, the analysis of collected data has enabled the 

shaping of common features, on four referential sections: 

A. The performance profile  

* The Romanian visually impaired entrepreneur is a man after 30 years old, with an increased level of visual 

disabilities, very motivated to live independently and autonomously. He has started a business together with 

a confident person who has no visual difficulties and has a right hand role. He has chosen to initiate the 

business in association with another “normal “person because he was forced by some limitations of the social 

and legal procedures and he has chosen team work as a main strategy, in order to anticipate and eliminate the 

legal limitations, but also for entrepreneurial management, resistance and development. 

 The observation of the association aspect reveals that it is very important for a person with visual 

disabilities to exercise and develop the teamwork competences and to learn how he/she can live in relation 

and reporting to the others’ various existences.  

 * The Romanian visually impaired entrepreneur has an ascendant professional carrier and a complex vision 

of entrepreneurial performance, directly linked with initial motivations. The entrepreneurial performance is 

visible measured by the dimensions of the financial profit, but also can be understood just as the business’s 

resistance in controversial times, in an economic crisis context. This entrepreneur also highlights a hard 

visible facade of the entrepreneurial performance, in relation with personal development and autonomy, at 

his existential marks and values; it cannot be easily measured because it involved the soft dimensions of 

human personality. In other words, he identifies two inseparable dimensions of the entrepreneurial 

performance: 

 Resistance, business development and profit growth; all these can have a concrete, external 

measurement and ensure an economic independence; 

 Personal development, autonomy and growing self-esteem; these can have an internal measurement, 

as a piece of an intimate universe, and ensure a personal independence. 
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 The entrepreneurial success for visually impaired person (as material and personal independence) is 

predetermined by the way he builds individually his relationship with the world and is a form of response, 

depending on how he relates to society. 

* Once proposed to transform an entrepreneurial idea into reality, the Romanian visually impaired 

entrepreneur has identified different types of obstacles and has tried to discover good strategies which have 

made his business stronger and more resistant on the economic market. He considers that the most disturbing 

obstacles come from the weak national economic policies and a superficial management for the problems 

and needs of the people with disabilities, especially in state institutions, when someone tries to adopt a 

normal behavior, in relation with legal proceedings. 

*As a business option, he tends to initiate and develop a business in providing services area. 

 B. Visually impaired entrepreneur’s motivations and competences  

 *The Romanian visually impaired entrepreneur is motivated by the desire to overcome a poor financial 

situation and to ensure a better living and education standard to his family members. Also, he refuses to 

accept a dependency status by boss or state, because he does not want to conform with the others life 

decisions and standards. He feels the stringent need to liberate himself by the psychical tension, generated by 

the dependency status, whatever its context and nature.   

 *The Romanian visually impaired entrepreneur does not know very clearly what the entrepreneurial 

competences are in academic sense, but he knows from his experience that a good business person must 

show seriousness, perseverance, tenacity and analytical mind, must have the quality of being simultaneously 

a rational investor and consumer, the ability to select and keep proximal some capable and intelligent 

persons, the communication capacity, visions and a small dose of madness in risk assuming. 

C. Perceptions of the entrepreneurship importance for people with visual impairments  

*The Romanian visually impaired entrepreneur believes that the entrepreneurship is a very important 

alternative for all the people’s development, but especially for persons with visual disabilities because it is a 

powerful factor of change. Entrepreneurship is a financial source, but mostly a way to avoid and to overcome 

a typical depression, generated by disability, lack of occupation, monotony, isolation or fear for various 

contexts of life that cannot be effectively controlled by own forces. 

*He thinks that, although it is such an important opportunity, the accessibility to business initiation for 

persons with disability is limited from the beginning because: 

 The disabled person still has many unchanged life habits (like the past generations), even the society 

is already changed and is changing permanently; he tends to have maximum a job, a house and it is 

enough. 

 In Romania the disabled person is educated to stay home, expecting a help to come. The 

entrepreneurship is an alternative, but for the majority is an alternative that is contrary to what was 

educated to do and finally, it is easier to receive help than to do something by own forces. 

 The education of the disabled person from Romania is more focused on the cultural education and 

not on developmental education, as must be indicated in the contemporary society. 

 An entrepreneurial spirit is not at the disabled persons’ families because, usually, they come from 

families with a low social, intellectual and educational level. 

 In Romania the socio-economics policies for people with disabilities are not very encouraging 

because the state has no confidence that a visually impaired person can do something durable. 

D. Perceptions of the entrepreneurial education alternatives for visually impaired people  

*The Romanian visually impaired entrepreneur believes that any person with disability has the 

entrepreneurial education needs and must change his life style and conceptions. But, unfortunately, in 

Romania is not enough formal or non formal entrepreneurial education opportunities for people with 

disabilities, or are to poor in practical applications and people learn to many theoretical concepts that have no 

significant utility in the real world of business.  

*The Romanian visually impaired entrepreneur is still tends to choose formal entrepreneurial education offer 

because: 

 He is not very confident in the quality of the NGOs offer. 
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 He is formed to choose the easy way, to choose something that is already known. The NGOs offer is 

not very well known and all that is outside of known things can be threatening and are not preferred.  

  The results can be sketchy as: 

 

 

Virtual Pre-start                 Real Start                        Business                     Entrepreneurial            

(Business                          Business Initiation    --   Development      ----     Performance                                        

    Idea )                           (The action)                                                      *increased profit; 

                                                                                                                    *business resistance.       

                 

 

 

  

             Propeller resorts:                                                        

            1. Extrinsic and intrinsic motivations 

            2. A personal relationship with the world 

                

                                                                     

   Deficit identification:                                             Performance indicators: 

   Financial and quality life deficit                              Financial and quality life growth 

                       ↓                                                                                   ↓   

      Extrinsic motivations                                           Financial independence 

 

   Personal deficit as:                                                   Personal autonomy increase 

  -low degree of autonomy;                                          Self-esteem increase 

  -low self-esteem;                                                        Sociability growth 

  -unsociability;                                                           Dependence stress growth level 

  -low resistance to dependence. 

                       ↓                                                                                  ↓  

      Intrinsic motivations                                          Personal independence 

  

 

       

 

      A business is inseparably linked by the entrepreneur visions, his personality and the social word. 

      It is a success if it gives a positive response to initial deficits and has a personal measurement scale, 

      by the business initiator marks. 

       

Figure 6-The entrepreneurial trajectory for Romanian visually impaired businessman 

 

4. Conclusion 
 

  The results presented above indicate that people with visual disabilities from Romania do not use enough 

the entrepreneurial opportunities for personal and community development; they still meet many external, 

social and economic barriers which cancel the entrepreneurial initiatives, but also meet another kind of 

barriers that come from the visual impaired persons’ life habits or from personality construction. 

  The data analyses reflect that people with visual disabilities are still closed in their life habits which are 

sketched by many human intersections in family, school, church and other social institutions of the 

Romanian society. They do not prefer the personal action initiatives because their normality is to be included 

in already designed contexts and to avoid the unsecure situations. Also, as socially assisted persons, they 
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accept without many objections the boarders that are drawn by the state, when it gives them life facilities 

and, indirectly, decides a life comfort standard for every disability degree. The results suggest that people 

with visual disabilities have learned to live and to consider normally to live accepting the others standards in 

their life constructions and just a small percent of them really want to build their pure, own life constructions 

or to boost their life quality…But the life quality degree thinking (for a person with visual disabilities) is not 

just a state duty, but also her/his duty. In this way, the entrepreneurial initiative can be seen as a refusal of 

the others’ standards, as a rupture of the others’ dependence, as a change and a development factor. For this 

to be possible, the educational system of Romania must destroy the old habits of the disabled people and it 

means that, first of all, education itself must be updated…  

  On the other hand, the social inclusion vision must be reevaluated from a bilateral perspective because 

society is not just a simple receptacle which contains or attracts individuals, it is a human meetings’ medium 

where the state can make a few steps towards its individuals and also, the individuals can make a few steps 

towards the state. The entrepreneurship for people with visual disabilities can be exactly the proper step, a 

huge and important individual step not just for an individual Benefit, but also for a collective Benefit, for 

family, community and nation; entrepreneurship is not just a developmental opportunity, it is a tenting 

exercise for  living together and for innovation. The new generation must be educated to feel the 

entrepreneurial temptation, to assume the entrepreneurial risks and to transform the personal dreams in 

realities…to dare… 
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Abstract. For many years the iconic figure of the EU constructed a not entirely rational image that 

enlargement only promises to be a snowball of growth. Although to a large extend this is true, on the 

background of the global economic crisis, it becomes apparent that the newly democratic Central European 

states are interlocked in a sort of absorption system. At the heart of this process lies the recalibration of 

challenges that regional and community policymakers have to face. We are witnessing the migration of 

challenges from West to East and from East to West. Nevertheless although this situation is most evident in 

the presence of anxieties around the bold EU initiatives, it is this researcher’s opinion that it is not an 

indicator capable to question EU competence, but rather the need for a more comprehensive understanding 

of these challenges. Having roots of an economic bloc, the European Union sometimes forgets that with 

economic opportunity, also socio-demographic challenges appear. It is an imbalance between the way in 

which Central European countries are perceived and the reality of their confrontation with now continental 

challenges. EU enlargement has surged ahead but with little research upon the socio-demographic impact 

upon youth communities in Central European countries. 

Keywords: attitude, European Union, citizenship, demography.  

JEL Codes: Z13. 

1. Reflections on the differences between East and West in migration terms 
 

The European Model of integration has some fundamental democratic and economic 

principles. These principles must be found and applied in all the member states of the European 

Union. There has been a lot of debate around the European construct and the danger of loss of full 

cohesion due to the existence, in the classical sense, of two European regions, split by differences of 

economic and development growth. Central Europe through a number of initiatives has brought its 

own contribution to the European project, proving that it understands that as a core of values and 

policies meant to bring countries together and close any type of gaps. There is an economic 

difference between East and West which can be filled through cooperation programs in the main 

areas of interest for both the newly accessed countries and the European Union. Let it be no 

mistake, the European Union is not in its own justification, but it is a construct, under many forms, 

including economic, political, strategic, viable only as long as a constant interplay between the 

member countries exists. Admittedly, the economic discrepancy exists, but it does not pşace such a 

high pressure on the existence of the European Union, as long as other types of relationships exist. 
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There is a gamble in our contemporary days. Too much emphasis on economic issues. Gambling 

everything on the economic card can be very dangerous, because it ignores some of the core 

problems that slowly eat away in any union. Its alliance is not so much economic, but rather it lies 

on common interest, common values and future perspectives of growth. A bond is something more 

than just economic links between countries, it should focus mainly on building together prosperity. 

Gambling everything on pure economic exchange, without building together an apparatus that 

produces and assures wealth as long as the countries cooperate means to destroy, along with values, 

that whole cooperation mode that should exist between member states. I do now want to question 

capitalism, as an economic existence based on profit. Most often we are used to considering 

capitalism as a machine that produces immediate profit and we forget that immediate profit is not 

that important for countries. Cooperation for future growth and constant growth is a lot more 

important. Although there are two distinct Europes, with different wages, different social systems 

and different economic performance, countries in the East can still produce even more added value 

to the legitimacy of the European Union, through strong cooperation. Anyone today who thinks 

about the problem of a rift between west and east Europe should not remain trapped in old disputes 

or old way of thinking and perceiving a union. What seems to be a gap between East and West must 

be translated and converted into a founding period for cooperation, brand new ideas and models.  

What of the region of Central Europe? This has started to become a region of strength 

through cooperation and with some major issues concerning the European continent, also an area of 

contrast of public opinion. It is very interesting how this region has started to fit its interests 

according to the values of the European Union but has continued to preserve some of its mentality, 

which sometimes is beneficial in a world of permanent change and movement. In parallel to this 

synchronization, it is easy to notice that the European Union, in turn takes a lot more care of the 

problems of Central European region. This European region, which is inhabited by around sixty five 

million European citizens fits perfectly into the European big picture but with its own little changes, 

which can even strengthen the European Union or offer a model. The strengthening of bilateral ties 

in the region has offered growth to the region, political strength together with proper representation 

in the European Union and legitimacy for the European Union. 

 

2. Future migration prospects? An evaluation of our scientific interest 
 

The following research presents a double interest in the field of research of sociology and 

European studies. On the one hand we look at a database created after Romania joined the European 

Union. Thus, we are free to analyze in what way did the Romanian perception upon the European 

Union has evolved in the course of the past years? We should especially focus upon the system of 

values. The European Union stands for a specific set of values. Research should investigate the way 

in which European values meet national values. The second point of interest is that of social market 

economy. This concept was permanently coined through the Lisbon Treaty. It has become part of 

the European Union and its existence constitutionalised through that very treaty. From this point on 

this model becomes a symbol for the European Union’s vision on development and it becomes the 

norm in all European countries. We have concentrated on the attitude of the citizens towards the 

European Union. The underlying public attitudes (Campbell 1960, Lipset 1960) play a very 

important part in the future development of policies.  

Before going ahead with the analysis we felt the need to go into specifics regarding the term 

of social market economy. It refers to the model of development used by the German economy 

following the Second World War. It has been implemented and strictly followed in the Federal 

Republic of Germany after the year 1945. Muller-Armack is the inventor of this concept, seen as the 
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middle way between socialist planning and market economy. The point of this way was to combine 

the existence of a free market economy, opened to free trade and competition with the social 

protection offered to the citizens. On the one hand we have the advantages offered by a well 

functioning economic system based on freedom of action for the market forces, but coupled with 

the social measures able to assure social security to the citizen.  

 

3. What qualitative data reveal about Romanian citizens  
 

     Our working hypothesis for this paper is that the Romanian citizen is a lot more willing 

to follow the European model of social economy. This model has been constitutionalized through 

the Lisbon Treaty. Our hypothesis intends to study the level of preparedness and openness towards 

this new type of European Union. As postulated before, we believe that the Romanian citizen is a 

lot more open and ready to apply and follow the European model, in comparison with the citizens of 

other member countries. The general attitude of the Romanian citizen towards the European model 

will be used to measure the level of involvement of the Romanian citizen in the European model of 

social economy. We believe that as a union, the European Union needs the support of its citizens to 

obtain legitimacy. Through a strong support it can put forward modern and innovative policies. Our 

hypothesis considers that the European Union receives a high level of legitimacy from the part of 

the Romanian citizen. The social economic model of the European Union benefits from the support 

of the Romanian citizen who wishes for this model to be implemented on the national territory of 

Romania.  

 We have used quantitative research. We had at our disposal the EVS database made out of 

data collected from 47 countries and it is considered to be representative.  

 We have employed the factor analysis. In completion to this method we have also used 

ANOVA analysis. The present study wishes to investigate the respondent’s attitude towards the 

socio-economic model put forward by the European Union. This model is based upon a market type 

economy but with a social dimension. This type of market economy has as fundamental value the 

presence of free competition, displaying a high degree of competitiveness, mostly within the 

European Union. The main difficulty in this research was the fact that this attitude cannot be 

measured in a direct way. Because we were confronted with this barrier, it was our option to choose 

a set of variables which were capable of capturing the respondent’s attitude towards:  

 

1. Who is responsible for his own well being. The respondent had two choices: the individual 

or the state. 

2. The existence of free competition. 

3. The existence of private property. 

4. The liberty and freedom of action that characterizes the field in which private companies 

act. 

5. The way in which income is distributed within the society.  

6. The way in which the state handles the problem of unemployment. Should the state help the 

unemployed or should it do less, so as to encourage people to find work.  

 

We are expecting interesting replies. Ordinarily, one might expect that the European citizen 

should support the idea of free trade and free competition. Competition should exist between 

companies and between people. The environment for competition should be characterized by norms 

and codes of ethical and economic origin. Also, we consider that a person who supports the 

European model of social economy could consider that both the state and the individual can be held 
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accountable for the state of well being of a citizen. The European Union functions thanks to the 

existence of stakeholders in the complex relationship that is created between the Union and the 

citizen. The concept of assertive democratic participation demonstrates that the individual becomes 

a citizen because he uses his right to participate in the building of the state. Thus, both the state and 

the individual are equally responsible for the state of well being. A person who supports the 

European model supports the idea of extending private property. This is a fundamental issue 

promoted by the values of the European Union. Although free competition exists the purpose of the 

state is to prevent the appearance of monopoly type relationships. The European citizen is expected 

to presuppose the existence of equally distributed income. This refers to social cohesion and is yet a 

debated concept among the European countries. The income should be distributed into fair amounts, 

equitable among citizens. Regarding to the way the state tackles the problem of unemployment 

there are two aspects that ordinarily belong to citizens that support the European Union. Those that 

are unemployed should be allowed to refuse a certain, specific, state picked number of jobs. Those 

jobs might not be best suited to their level of education, experience, location and they should be 

allowed to turn down a limited number of jobs without being in danger of losing state financial 

support. At the same time, the unemployed should benefit from the support of the state while they 

try to improve their skills or try to employ themselves in the European society.  

While conducting this research we took into account the neutral character of the concept used: 

social market economy. Research proved that this concept holds both left and rights policies, as 

well as social cohesion, solidarity and liberalization.  

The entire set of variables is made out of ordinal variables. The categories have their own order 

which is imposed due to its own features. The six variables used in the study can be treated as being 

continuous for several reasons. The so-called distance between the selected variables is equal. 

Furthermore, the value scale of each of the chosen variables holds more than just three values. In 

this case we encounter values that range from 1 to 10. Because we have proven that the six chosen 

variables are continuous we are prepared to unfold the factor analysis.  

We have started by pondering the database. This was considered the first step in the factor 

analysis. Afterwards we continued by declaring and noticing the missing values for all of the six 

variables used in the study. Once we have carefully run the factor analysis we have established that 

the variables are adequate for the analysis (KNO=0,709 > 0,7). Although there are variables that 

display smaller than 0.2 communalities we have decided to keep them on in the factor analysis. The 

decision was made due to the fact that the variables that were chosen measure important features of 

the social market economy. Furthermore we consider it essential to provide details by naming the 

features mentioned before. The variables research social cohesion and solidarity. In the database the 

two are noted using v198 and v195. The factor taken into consideration accounts for 22.3% of the 

variation of the variables that have been analyzed. Next we have used a test so as to conclude that 

we are actually talking about just one factor which can be extracted, the items being analyzed 

creating just one dimension, that of the attitude of the citizen towards social market economy, the 

model proposed by the European Union. The concentration matrix also confirms that the identified 

factor creates a weaker correlation with the other two variables which display smaller 

communalities. In detail we notice that we have a value of 0.391 for v195 and a value of <0.1 for 

v198.  

In order to be able to construct comparisons between respondents from different countries we 

proceed by saving the factor resulted from the factor analysis. This factor measures the attitude of 

the respondents towards the economic principles, fundamental for social market economy. We 

proceed with the creation of the bar chart. We are ready to run the ANOVA analysis because we 

notice the normal distribution of the factor. We can run ANOVA analysis having as dependant 



________________________________________________________________________________________________ 
ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp. 111 

URL: http://www.reaser.eu      
e-mail: editors@reaser.eu      

 

variable the newly created variable FACT1_1 and as factor the country variable. We also have 

handy the homogeneous test table of the variance. We have Sig.=0,00<0,05. It results that the 

variances are not equal. To better understand the process we proceed to concentrate on accuracy. 

For this we turn to Welch and Brown-Forsythe tests which have sig.=0,00<0,05. Due to these tests 

we are confirmed that there definitely is a great probability for the existence of differences in the 

environment of the newly created variance for different countries. The conclusion is that the 

variances are not equal. The logical step in the analysis is to turn to the re-creation of the One-Wy 

ANOVA analysis checking in the Post-Hoc drop down menu the Tamhane test. We notice in the 

ANOVA table sig.(F)= 0,00<0,05, which translates into the existence of a difference between at 

least two countries for which the average of the newly created variable significantly differs. We use 

the Tamhane test also to spot such situations. For this study we focused upon the difference 

between the perception of the Romanian citizens of the European social market economy model and 

that of the other citizens in the European Union. The test demonstrates that the perception of the 

Romanian citizen upon the European model is significantly different from countries in the West 

such as Belgians, French, Greeks, Italians, Spaniards. The value which indicates this is sig.<0.05. 

The results underline also a difference between the Romanian people and the opinion of individuals 

from non-European member countries: Russia, Serbia. At the same time the Romanian citizen has a 

similar opinion with the Slovenian, Albanian, Georgian citizen and with that of the German and 

Norwegian citizen because of the value of sig.<0.05. 

The results of the analysis have confirmed that the attitude of the Romanian citizen towards the 

social market economy model backed up by the European Union is different in comparison with 

most of the countries in Western Europe. The Stegherr test in 2010 considered that the countries in 

Eastern Europe are more close to the American model. This analysis wishes to establish that 

although there is still a difference in perception between European countries, Eastern countries tend 

to offer a lot more support for the project of the European Union.  

 

4. Conclusions upon the attitudes towards migration. Future research 

directions  
 

Further research should be done regarding the attitude of the European citizens towards the 

social market economy model which is currently developed in the European Union. Research 

should be also focused upon what lies behind these attitudes for a better understanding of the 

European citizen. A more detailed look should be focused upon what makes a European citizen to 

either support or deny support to the European project.  

Cooperation for future growth and constant growth is a lot more important. Although there 

are two distinct Europes, with different wages, different social systems and different economic 

performance, countries in the east can still produce even more added value to the legitimacy of the 

European Union, by strong cooperation. Anyone today who thinks about the problem of a rift 

between West and East Europe should not remain trapped in old disputes or old ways of thinking 

and perceiving a union. What seems to be a gap between East and West must be translated and 

converted into a founding period for cooperation, brand new ideas and models.  

The truth is that the bilateral relations between the European countries are not yet fully 

developed to their full potential. It is important to point out that although it has been established that 

between the European countries there is an intricate web of traditional and long lasting set of values 

and geopolitical interests, there is still a lot of work till fulfilling the entire potential of the relations. 

There are still some issues that present a question mark when it comes to finding a common 
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response followed by an active approach. The benefits of this political practice become obvious the 

moment we start understanding the fact that it ensures a better position within the structures of the 

European Union, offering confidence. It is a very complex task to continue to shape a working and 

credible framework of cooperation between European countries. 

Each policy that received the backing of the European citizen has been another further 

crucial step in building this Europe. The European Union has focused upon the values that represent 

both the European Union and its countries. It is important to have constant support both at the 

national level and the level of the individual citizen. Having to go through a harsh economic 

adaptation period, the European Union can use this time to consider the values behind their own 

system. The interesting thing in the European Union is that active cooperation anywhere in the 

union is both local and transnational. This union, made out of active countries, this is the ideal 

situation, is no longer trapped within what we can call the container of national borders, but each 

local action tackles a continental problem locally. For example, the main concerns of Romania: 

migration, energy, security, welfare, cross-border control, transportation, emigration and ethnic 

groups are the main problems and focus of the European Union. We are leaving behind the old 

Europe, with only regional problems, that manifest themselves locally, with regional players that do 

not seek the solution for the greater area. This is the new basis for normality. Romania and its 

citizens start to understand and grasp the notion that any country is potentially part of the solution. 

The existence of the European Union is spinning off a range of developments that may bring about 

far-reaching trends.  
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Abstract. Defining the industrial dynamics is needed to identify the important prerequisites that support 

the achievement of a sustainable industrial and economic growth. The industrial dynamics could be used as 

an instrument to analyze future economic behavior. In the paper we step on the basis of existing state of the 

art. In section one the methodology is presented: designed and used industrial dynamic function and its 

components. Section 2 focuses on one of the traditional industrial sectors in Bulgaria - Food and beverage 

production, its state and key characteristics. In Section 3 the implementation of the industrial dynamic 

function is illustrated to forecast the future development of the Food and Beverage production sector in 

Bulgaria. On the basis of dataset perspectives for future development of food and beverage development in 

Bulgaria are analyzed and recommendations for concrete measures are provided.  
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JEL Codes: C 15, L 66, O 47 

1. State of the art 

There are many theoretical studies that define the industrial dynamics. As we stated (Kopeva, Blagoev 

and Sterev 2010a, 2010b, 2011a, 2011b and 2011c) we accept the Forester (1961) definition stating that 

industrial dynamics is a result of the increasing ability to enforce the industry evolution for long-term periods 

(Forrester, 1988 and 1999). 

In addition the analyses of the industrial dynamics changes are pointed to the main forces and their 

directions of changes that lead to the market evolution (Mattig, 2009). But we need to set that the industrial 

dynamics does not just describe and analyze the current industrial structure, but analyzes these market driven 

factors that can change economic structures over time. (e.g. Krafft, 2006; Dietrich, 2006). 

So, the industrial dynamics is a result of the interaction between forces of demand and supply and the 

pricing signals that they generate. Therefore the industrial dynamics is based on two basic functions: 
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(1) production function as a result of change of all of the receivable accounts such as: capital, delays, 

inventories, etc., and 

(2) turnover function as a result of change of all of the competition accounts such as: consumption, 

deliveries, expenses, production, etc.  

Both functions form cause-and-effect loops that show how economy has been developing over time. 

According to these statements, we can define a basic methodological scheme (mathematical model) for 

evaluating and analyzing the industrial dynamics (Id): (Equation 1). 

Equation 1.  

, where: Id – industrial dynamic; Р – production function; То – sell’s 

function; a1 – function parameter (express the degree of influence of variables Р and То on function result Id); 

a0 – free article (express the influence unreported factors in the model); ε – random variable (express the 

influence of changing production and sell conditions over time) 

The knowledge of the industrial dynamics could be used for analysis of the change at national as well as 

at industry level. Therefore, the analysis industrial dynamics turn back how the national resources are used in 

comparison with other nations or industry sectors. 

To demonstrate how to use the tools of industrial dynamics we use data from one of the Bulgarian 

traditional industry sectors as production of food and beverages. 

2. Food and beverage development – Bulgarian case 

To analyze the state of the food and beverage production in Bulgaria we need to set some basic points of 

view as follows: 

 Period 1939-1944 – It is characterized by the free market conditions. The national economy 

development is under the 2 
nd

 World War conditions; 

 Period 1944-1989 – It  is characterized by the central planning economic conditions. But Bulgaria is 

specialized in food production and exported food for the former Union of Mutual Economic 

Assistance and respectively for the CEE countries; 

 Period 1989-2009 – It is characterized with the restoration of the free market conditions. Bulgaria has 

to become a EU member in 2007. But the overall economy conditions have been changing since 

2008-2009 when the economic and financial crisis arises. 

The analysis is done at constant prices (prices in 1952) to prevent the influence of the money value 

change during the whole period. The main results are given in Fig. 1 and Fig. 2. 

Some basic conclusions could be drawn as follows: 

 The food production and turnover are changing and it is easy to find some basic periods. 

 The food production is growing for a long-term period but there are some changes in the production 

dynamics as well as the development direction. 

 The picture shows that the food production development has started a new life cycle from 2009. 

The picture helps to find the following basic conclusions (Fig.1): 
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Fig. 1. Food and beverage production (left) and turnover (right) for 1939-2010 

Three periods of food production development could be found as follows: 

 Production growth – food production and turnover has sustainably grown since the beginning of the 

1970s. This is as a result of the increase of the food needs as well as the process of industrialization of 

the Bulgarian economy. We find a production and technology as the product restructuring of the food 

production. 

 Production stagnation – the growth slew down its development rate for the 1970s and 1980s. This is a 

result of the saturation of food needs as well as lack of food production changes. 

 Production level change – the food production changed its level as a result of the economic and 

political changes in the early 1990s. After that we find technological changes of food production that 

reflected on production growth for the first decade of the 21st century. The free food market at EU 

level after 2000 has enlarged food exports as well as the food imports. 

The current rate of production is comparable to the rate of exchange for the entire period. But the food 

production and turnover is at a lower growth position compared to the previous (1939-1989) growth.  

The current level of food production is estimated as the production level at the beginning of 1970s. The 

food sales are estimated at the sales level of the 

early 1980s. 

But how has the dynamics of food industry 

been changed? The picture (Fig. 2) shows that the 

industrial dynamics of food industry has been 

changing negatively: 

 There is a steady decrease of the ratio of 

food production and turnover. This situation 

is characterized by relatively high loss of 

competitive advantage for a long-term 

period. 

 There is a confirmation of the identified 

three periods of development of production 

and sales of food and beverages 
 

Fig. 2. Industry Dynamics of Food and beverage production for 1939-2010 
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This knowledge could help us to do a forecast of food and beverage production and sales development 

for the next 30 years, respectively for the years 2011-2045. 

3. Perspective analysis of food and beverage development 

On the basis of the perspective analysis we do two different forecasts: 

 Pessimistic forecast is grounded on the perception that the economic cycle has two main stages – 

economic growth and economic recession. Therefore, the pessimistic forecast includes two periods 

with one and the same duration as follows: 10 years economic growth and 10 years economic turn-

down. 

 Optimistic forecast is based on the anticipation that the economic recession periods are shorter than 

the economic growth ones. So, the real economic development is achieved by 7 years economic 

recession vice versa 13 years economic up growth. 

The forecast construction is made by an analysis of the previous economic development as follows: 

 The forecast is done by the usage of natural logarithm function (Equation 2) (see Cramer J, 2003.)  

Equation 2.  

, where Y is the estimated function; 

 The food and beverage development is found on the industry production and industry turnover for 

1939-2010. The analysis excludes the period for 1939-1989 as a period of central planning economy 

system in Bulgaria. Therefore, the forecast anticipates the economic recession period (1989-1999) as 

well as the economic growth period (1999-2009). So, it’s obvious that the new down growth period 

has started in 2009. 

 Six stages process is used for the recent forecast as follows (Fig. 3): 

 
Fig. 3. Forecast process stages and basic results at each stage 
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a. Basic function description – The equation of the growth is returned at this stage. We use a linear 

function equation (Equation 3) as the economic change has just one way direction.  

Equation 3.  

, where Y is the estimated function; X is the number of the year at growth / recession; a, b are the 

function parameters. 

b. Basic function estimation – The forecast needs to construct growth / recession function for each 

period. The value of the parameter b gives the value of the economic measurements just before the 

estimated period, and the ratio b/a gives the rate of measurements’ changes.  

c. Prediction of economic measurements – The preliminary value of economic function is turned back at 

this stage.  

d. Constructing economic development – natural log values for each economic measurement are 

calculated. These values give the basic economic development picture. 

e. Verification of the development functions – The time fit estimation is done at this stage. We 

confirmed the development function if the time fit is one and the same for each growth / recession 

period. If this condition is not fulfilled the stages from c. to e. are repeated. 

f. Economic development perception – finally, the values of the economic function are set up. So, the 

forecast is finally done. 

4. Food and beverage dynamic forecast 

Food and beverage dynamic change in Bulgaria is done by doing all stages at Figure 4. The database is 

from the Bulgarian National Statistical Office (http://www.nsi.bg). 

Some basic preconditions are set as follows: 

 Two basic economic functions are studied: 

a. Production function of food and beverages 

b. Turnover function of food and beverages. 

 The basic scenarios are percept: 

a. Pessimistic one – economic turndowns periods at 2009-2019 and 2029-2039 as well as the 

economic growth periods at 2019-2029 and 2039-2045. 

b. Optimistic one – economic turndowns periods at 2009-2016 and 2029-2036 as well as the 

economic growth periods at 2016-2029 and 2036-2045 

c. Expected scenario – it is set as 35 % probability of optimistic scenario and 65 % probability of 

pessimistic scenario. 

 We use all of the economic measures at basic value. The basic year is 1952 for the production 

function as well as the turnover function. 

 The process at Figure 4. is fulfilled just for illustration. 

a. Basic function description – the function estimation is done for the food production function (Fig. 

4.) 

 

 

 

 

http://www.nsi.bg/
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Fig. 4. Basic production function for recession period 1989-1999 (left) and perspective period 1999-2009 (right) 

b. Basic function estimation – the construction of the production function at Fig.4 has been turn 

back the production time-fit as follows (Equation 4. And Equation 5): 

Equation 4. Recession period (1989-1999)  

Equation 5. Growth period (1999-2009)  

c. Prediction of economic measurements – for example the preliminary value of production function 

of food and beverage is given at Table 1. The preliminary functions for pessimistic forecast are 

set as follows (Equation 6. to Equation 9) 

Equation 6. Recession period (2009-2019)  

Equation 7. Growth period (2019-2029)  

Equation 8. Recession period (2029-2039)  

Equation 9. Growth period (2039-2045)  

Table 1. Preliminary values of production function (pessimistic forecast) 

Year  2011 2012 2013 2014 2015 2016 2017 2018 2019 

Value 4 945 4 710 4 475 4 240 4 005 3 770 3 535 3 300 3 725 

Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 

Value 3 890 4 055 4 220 4 385 4 550 4 715 4 880 5 045 5 210 5 375 

Year 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 

Value 5 210 5 030 4 850 4 670 4 490 4 310 4 130 3 950 3 770 3 590 

Year 2040 2041 2042 2043 2044 2045  

Value 3 750 3 925 4 100 4 275 4 450 4 625 

 

d. Constructing economic development – natural log values gives the basic economic productions’ 

development picture (Fig. 5 – left). 

e. Verification of the development functions – gives the confirmation of the productions’ 

development function (Fig. 5 – right). 
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Fig. 5. Constructing the production development for period 1939-2045 (left) and verifying the development 

construction for period 2011-2045 (right) 

f. Economic development perception – finally, the values of the production and turnover functions 

are set up as follows (Fig. 6. and Fig. 7.) 

 

 

 

 

 

 

 

 

 

 

 
 

Fig. 6. Production function pessimistic forecast (left) and optimistic forecast (right) 

 

 

 

 

 

 

 

 

 

 

 

 
 

Fig. 7. Turnover function pessimistic forecast (left) and optimistic forecast (right) 
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 The industrial dynamic function of producing food and beverages in Bulgaria is done as well as 

pessimistic and optimistic scenarios (Fig. 8 – left) as the expected scenario (Fig. 8 – right). 

 

 

 

 

 

 

 

 

 

 

 

Fig. 8. Industrial dynamic function as pessimistic and optimistic forecast (left) and expected forecast (right) 

Some conclusions could be drawn as follows: 

a. The industry dynamics picture shows continuing the trend of the Bulgarian food production 

losses for the next 30 years. Therefore, the food turnover had to exceed the food production in 

Bulgaria. 

b. There is a significant differentiation in industry dynamics value for pessimistic and for optimistic 

forecast. Even though, the Bulgarian food industry will lose more than ½ of its industrial 

competitive advantage. 

c. The expected value of the industrial dynamics had to change with the trend that is very close to 

the trend of dynamics for 1999-2009. This result is a continuation of the opening of the food 

market at the EU level. Therefore the Bulgarian food industry had to keep its loss over the EU 

food producers.  

d. At the middle of 2040s the industrial dynamics of food production had to be stabilized at the level 

of 0.300 as a result of the fact that 1/3
rd

 of consumed food should be produced in Bulgaria. 

 The shown picture has to become true if the food industry continue to refuse product and 

technological restructuring in the near future. So we need to set that there are some basic economic 

conditions that could change the forecast as follows: 

a. Some changes of the economy development of the country. This will change the economic cycle 

and could be a beginning of new recession stage nevertheless the stage before. 

b. Some changes of common European policy especially directly connected to the food production 

and its quality level. This will change the quantity of export and import of the food trade. 

c. Some changes of transport infrastructure. This will allow increasing the level of exported food at 

national recession periods as an anti-crises instrument. So the variation during the economic 

stages had to depend on food production added value. 

5. Conclusions 

The analysis outcomes of the industrial growth of food and beverages sector are an illustration of the 

policy measures that have influence on industrial development. The dynamics of the Bulgarian food and 
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beverage industry shows a continuing trend of production losses for the next 30 years. This means that 

Bulgarian food industry is losing competitive advantages and has little perspectives for growth in a near 

future. Policy makers have to prioritize the importance of the food industry, as a traditional industrial sector. 

Regaining the positions from the past requires involvement of business in sectorial strategy development. A 

key factor for sectorial growth is the increase of investments, differentiation of product mix and 

implementation of innovations. Policy makers have to create favorable conditions for establishment of 

technological and trade alliances, networks and partnerships. This will help to divide the whole risk of 

investments in innovations and market efforts. There is a potential in the sector, but it needs specific 

exogenous conditions to flourish. 
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Abstract. One of the key research areas of Political Science is the field of International Relations (IR). Many 

scholars who speak of IR in terms of its Great Debates understand constructivism as the critical turn in theory. The 

main appeal of constructivism is the application of identity to IR problems. Interrogating the social construction of 

world order and considering identity as a factor enables scholars to offer better, deeper explanations. However, other 

scholars insist the constructivist turn is not critical enough and befalls some of the same traps seen in traditional 

approaches, namely essentialism. In this paper, I take the position that to engage in more meaningful dialogue about 

identity that challenges common knowledge and assumptions, we must move beyond constructivist approaches to 

advance the field of IR. This task is timely given increased academic attention to current social and economic issues in 

Europe.  
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1. Introduction 

For many scholars who speak of International Relations (IR hereafter) in terms of the Great Debates, 

constructivism is often understood as the critical turn in theory. The main appeal of constructivism is the 

application of identity to IR problems. Interrogating the social construction of world order and considering 

identity as a factor enables scholars to offer better, deeper explanations. However, other scholars insist the 

constructivist turn is not critical enough and befalls some of the same traps seen in traditional approaches, 

and of particular interest here, essentializing, or over-simplifying identity. In this paper, I take the position 

that to engage in more meaningful dialogue about identity, and challenge common knowledge and 

assumptions, we must move beyond constructivist approaches to advance the field of IR. To illustrate my 

point, I examine how the concept of identity is commonly understood within mainstream IR literature. I then 

use my own work as an example research case to further reveal the limitations of constructivism. This task is 

timely given recent scholarly attention on social and economic issues in contemporary Europe. While area 

studies, such as Europe, have traditionally been the domain of Comparative Politics within Political Science, 
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the disciplinary lines between Comparative and International Politics are increasingly blurred. Because IR is 

one of the key research areas of Political Science, it is important to reflect on how the discipline is taught.   

 

2. Constructing Identity 

2.1. On Identity 

The concept of identity is at the core of all variants of constructivism
*
. However, identity is treated 

differently among scholars. In “What Makes the World Hang Together”, John Ruggie traces the evolution of 

constructivism to determine how far the different strands have moved away from traditional approaches, 

which he insists are rooted in neo-utilitarian philosophy (1998). Traditional approaches place primary focus 

on nation-states and national interests. For Ruggie, a key point of contention with neo-utilitarian thought is 

that it takes identity and interests as “exogenous and given” (p. 862). The poverty of this approach is that the 

question of how those identities were constructed in the first place remains unexamined (p. 863). Further, for 

neo-utilitarians, external forces influence identity and interests. Ruggie argues that change in identity also 

happens internally from within domestic society, which in turn influences policy and reactions, finally 

affecting state interests and impacting international behaviour (pp. 863-864). In this sense, constructivism 

has theoretically widened the scope of the field to include the possibility of understanding domestic and 

social roles in IR. By critically thinking about identity, we can move beyond taking identity for granted. This 

matters because if we do not consider how identities are constructed and how they change over time, then we 

are telling a very limited story of international relations focused only on dominant, elite actors. The aim for 

constructivism is to offer a deeper understanding of IR by exposing the social construction of previously 

unproblematized units of analysis. By asking different questions and pushing the field in a new direction, 

Ruggie implies that among its variant contributions, constructivism has fared well (p. 878). 

For example, take Wesley Widmaier’s 2007 article, “Constructing Foreign Policy Crises: Interpretive 

Leadership in the Cold War and the War on Terrorism”, where he examines patterns of how elites have 

constructed security threats over time. To tackle this research problem, Widmaier uses constructivism to 

infuse national incentives and interests with meaning (p. 782), namely how Presidents Harry Truman and 

George Bush Jr. understood and reacted to security threats.  He certainly offers a deeper explanation of Cold 

War and post-9/11 politics than ones offered by the realists or neo-liberals by focusing on how construction 

of the threat informed policy and constrained elite maneuverability, however I do not feel that Widmaier 

pushed far enough. The idea of ‘national interests’, and differing interpretations thereof, is peppered 

throughout the paper. Beyond the motivations and interests of elite actors, Widmaier fails to make clear 

whose national interests he speaks of, as alternative interpretations of security problems are not put forth. 

Focusing only on elite interpretations does contribute to IR literature, but leaves many questions unanswered 

and unacknowledged. If the analytical goal of a research article is to limit examination of only elite actors, 

then the researcher should seriously consider potential ontological and epistemic consequences.  

The move to reveal how interests and identities are socially constructed and influenced is a good start, 

however a rich analysis cannot assume such a simplified, singular identity, or national interest. The question 

of identity is an important one and I would argue that constructivism is too ontologically limited to dig 

deeper and get at what I feel are more pressing and fruitful research questions. To rework a phrase used 

initially by feminist scholars, simply ‘adding identity and stirring’ does not contribute to our understanding 

of how complex identities are, and the implications of that complexity in terms of what we can explain and 

what we cannot.  

                                                           
* While there are other tenets of constructivism, for the scope of this paper, I focus on identity. 
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In Charlotte Epstein’s “Who speaks? Discourse, the Subject and the Study of Identity in International 

Politics”, she argues that discourse as a methodology can enrich theories of identity (2010, p. 328). This task 

cannot be accomplished with constructivism. To make her point, Epstein begins by critiquing the work of 

Alexander Wendt, a prominent constructivist scholar, for adding identity as a variable, but not explicating 

how it was created in the first place. Another problem is that Wendt then took the concept of individual 

identity and applied it to the state without providing logic for how the theoretical jump occurred (p. 331). 

Moreover, for Wendt’s constructivism, the individual only gains an identity based on culture and 

socialization, much like an empty sponge soaks up water. Understood this way, Wendt’s concept of 

(individual or nation-state) identity is essentialist and makes the same assumptions as more traditional IR 

approaches (p. 333). Other, more critical researchers, such as Katzenstein, Finnemore, and Sikkink have 

focused on the role of norms on international behaviour, however, this move also takes identity as given the 

same way Wendt does (p. 333). 

To truly demarcate from such essentialism, the researcher must unpack the layers of the self and, here, 

Epstein’s argument gets interesting. She suggests reframing the terms from theorizing a self, to theorizing a 

subject and to re-imagine identity as a process of identification (p. 334). The subject better represents the 

multiple layers encompassed within identities. A single self is simply not possible, nor is possible to account 

for and take stock of all the components of identity, whether in self-reflection or in observing another 

subject. There are obvious identity markers one could point to which contribute to personal make-up and 

perspective including gender, race, ethnicity, language, and so on. However, there are myriad unconscious 

influences on a person’s identity that cannot all be accounted for, leading Epstein to assert the individual is, 

“Simultaneously a subject of desire and a discursive subject” (p. 335), acting and being acted upon. In this 

way, identification better describes the forces constantly acting upon, transforming, and constructing 

identity. To complicate the process further, as humans, we struggle with what we want to express and the 

limits that language will allow us to express (p. 336). This contention adds another layer of complexity to 

understanding identity and identification. If words fail to fully capture and articulate our essence, then 

analyses on identity can never be complete. 

I fully agree with Epstein’s view on language and identification. Epstein draws on Lacan’s theories on 

the split subject. I think Lacan’s earlier study on the ‘mirror stage’ also fits with her arguments and provides 

a useful visual to clarify our understanding of what Epstein is trying to say. In the mirror stage, the infant 

subjects recognize the image in the mirror as themselves, representing a moment of ‘I and Other’ (Sharpe, 

2005). We can apply the mirror analogy to identity as follows: there is the ‘I’ we understand ourselves to be 

comprised of, then there is our mirror reflection revealing how we see ourselves through the eyes of other, 

and finally, how others see us. Put this way, Epstein’s point about a split subject, rather than a cohesive one, 

is salient. It is logical to assume the same of the nation-state. Just as we cannot dictate how others see us, 

partly because we have little or no control over that and because of the earlier discussion on the limits of 

language in full articulation, the performative process of identification better explains how the individual, or 

nation-state, identity is not cohesive. That does not mean we should abandon studying identity with IR 

research, but it does problematize essentialist versions of identity even further. Research on identity should 

be more nuanced and humble in its assertions of what such studies tell us, and perhaps more importantly, 

what they cannot. Epstein contends that discourse analysis offers researchers a way to think about questions 

of identity, while avoiding the essentialist trap. With discourse analysis, we can focus on ‘who speaks’ (p. 

341). Shifting our research to ‘who speaks’ challenges traditional and constructivist approaches to IR by 

resituating the concept of power from structures and institutions, to the every day discourses and procedures 

about who speaks and whose voice is heard as legitimate. This approach is appealing to me because in my 

work, I am interested in thinking about racial and ethnic inequality by examining counter stories and 
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discourses to interrogate the ‘common sense’, and what implications of that order might be. Trying to 

uncover power relations moves debates away from grand theories and can provide deeper insight into IR 

puzzles and challenges in what I would contend are more interesting and meaningful ways.   

2.2. Rules and Legitimacy 

One way to approach the study of identity and discourse is to examine why some ways of ‘doing things’ 

are understood as more legitimate than others. This links to the above discussion because the rules we 

subscribe to partly shape our collective identities. Constitutions, for instance, are not value neutral. A 

constitution legally sets the scene for how a nation will be governed, and what is most important, or not, for a 

given society. There are less obvious sites of discourse and rule making, however. Some discourses, 

especially in highly professionalized areas, hold privileged social positions as authoritative and truth 

producing. Examples include science, law, and medicine. In their discussion on international rule making 

and legitimacy, Lang et al. note that there are two kinds of rules, formal (legal, official) and informal 

(diplomatic practices) (2006, p. 276). The authors note, “These tendencies [to codify rules into law] in the 

international system became even more marked following the end of the Second World War. The United 

Nations, the International Monetary Fund, and the World Bank were all designed to put into effect formal 

rules and to ensure that the powerful states in the system had a stake in running those institutions and thus 

not in violating these rules” (p. 277). Rule making, then, becomes a critical component in how our social 

world is constructed and shaped by dominant international institutions. Moreover, what different societies 

do, and how they interpret and solve problems, is part of who they are as a nation. 

Questions to think about are why certain official rules are revered, and why are they so difficult to 

change. Bruno Latour’s work in “Visualisation and Cognition: Drawing Things Together”, provides an 

interesting perspective on how legitimacy is maintained, namely through paperwork and bureaucratic 

practices (1986). For Latour, rather than attempt to observe superstructures ‘out there’ or to pinpoint 

moments in time that lead to ‘advancements’ in mental intelligence, we need to look more critically at what 

we do with our hands and eyes (p. 3). In this way, we have physical, observable objects that provide insight 

into how discourses happen. We produce objects such as graphs, notes, maps, charts, etc., and point to them 

as solid documented evidence (p. 5). Latour makes a compelling argument and I think research could be 

expanded to include other expressions of culture and discourse, language, music, use of resources, and use of 

technology
*
 to name a few. Further, his work is important because it encourages us to be critical of 

‘observable evidence’, rather than take it for granted, and by implication, to be careful how we conceptualize 

our world. 

What makes modern humanity different is not a radical, sudden revelation about ourselves and the social 

world, but rather a documented history and a culture that places high value on observable objects. 

Throughout history, skills of literacy and writing were reserved for the noble and educated, not a necessary 

tool for the average person. At the time of the Enlightenment, with scientific and industrial advancements, 

practices of writing and charting became commonplace to manage information. Perhaps by infusing official 

structured practices with specialized literacy skills helped entrench the importance and authority of formal 

discourses like medicine, law, and science. Moving back to the discussion of identity and IR, take the 

example of maps as inscripted objects, to use Latour’s terms. Maps are as political as they are geographical, 

yet often within scholarship, policy, and popular discourse alike, geographic borders are taken as given. 

However, borders are arbitrary, constructed, and change over time. Assuming natural borders and land 

ownership conceals a great deal, such as imperial colonial struggles, along with other historical disputes over 

                                                           
* For a discussion on technology as a site of discourse, see Daniel R. McCarthy. (2011). “The Meaning of Materiality: Reconsidering 

the Materialism of Gramscian IR”. Review of International Studies. 
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territory, which displaced populations. The damages of displacement often carry strong legacies, and 

continue to affect communities in negative ways. By not even acknowledging that history, then any claims of 

injustice running counter to the dominant narrative of the nation are viewed with skepticism and suspicion. 

The version of history told influences what claims are viewed as legitimate and which claims warrant 

dismissal, thus painting a limited picture of what is happening in the world. So it is with physical, yet 

socially constructed, evidence. A map, a chart, or a notarized letter can offer insight to only one piece of the 

puzzle. I think good, thorough IR research should take that point seriously to better contribute to existing 

debates by offering rich, new insights to scholarship engaging with politics of identity.  

3. Limits of Constructivism 

3.1  Research Case Study 

The next issue to consider is the merits and limits of constructivism. The appeal of constructivism is 

clear. By including the concept of identity, possibilities open for new, deeper research questions. The 

problem, however, is that constructivist scholarship engages with identity in a singular, limited way. As 

discussed earlier, identity is not historicized to explicate how particular identities formed in the first place. 

Additionally, identity is understood as cohesive, rather than split. Also, constructivism puts together a 

coherent, progressive structure. The very notion of construction implies a set framework to achieve a 

finished product. In this way, constructivism is not a radical departure from earlier approaches.  

To illustrate the limitations of constructivism as applied to a research design, I will use my own work to 

provide an example case study. In my doctoral work, I plan to examine how the story of the 1920 Treaty of 

Trianon, the peace agreement dividing the Austro-Hungarian Empire, has been politicized as either a great 

victory or a tragic loss, and continues to inform debates on Hungarian minorities along the Hungarian-

Slovakian border region. For such interests, the concept of group, minority, and national identity is central. 

Treating the Hungarian minority identity in the singular would produce too narrow a focus for my project 

and offer very shallow insights into some of the issues. We can revisit the many selves as illustrated in my 

above discussion on Lacan’s mirror stage to clarify this point. There is the actual number of people 

comprising the legal minority population. Then there are the ways different sectors (Roma, women, Slovak-

Hungarian mixed, to name only a few) of that population imagine themselves, and their situation as 

minorities. Add in Epstein’s insights on inability to articulate the self and the limits of a constructivist 

approach to this problem become readily apparent. That is without considering how different groups in 

Slovakia and Hungary imagine the minority, or diaspora, respectively.   

The same level of complexity holds for expressions of Slovakian and Hungarian nationalism. These 

concepts cannot be essentialized or taken as given. If they are, then they carry many ontological assumptions. 

For example, the question of whose nationalism would remain unaddressed under the blanket of how all 

Hungarians or how all Slovakians feel about border-region minorities. Further, by taking the status of 

Hungarian minorities as a given ignores the history of how those border region populations were created in 

the first place. That history is crucial to understanding the context of current competing claims and 

grievances. If richer research lies in destabilizing notions of Trianon, and the affected Hungarian and 

Slovakian populations, then Elstein’s question of who speaks fits well here. To that end, the deconstructivist 

project is better suited than the constructivist approach for such research goals.  

4. Concluding Remarks 

        Deconstruction may not be appealing for researchers seeking structured, textbook formats to follow. 

However, I contend that rather than trying to fit socially and politically complex issues into neat, organized 
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frameworks, illustrating how incoherent the picture is offers better insights and explanations. By rejecting 

rigid paradigmatic frameworks, and all the theoretical assumption they encompass, we are free to engage in 

creative scholarship that can contribute to the field in new ways.  
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Abstract. The research presented in this article is based on the modern concept of knowledge management 
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the impact of essential factors of the environment (culture, technology, practices) on the distinct stages of the 
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not representative, and is intended to present researchers and managers the problems of actual knowledge management 

systems in Bulgaria.    
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1. Introduction 

We cannot deny that competitiveness of any enterprise depends on whether management has adopted the 

language of global economy and has set up organizational development adequately to the global challenge, 

i.e. has established a network of interconnected organized systems, capable of producing, keeping, sharing, 

and selling knowledge on international markets. Managers’ expectations of synchronized work of these 

systems raise the question of standardizing and regulating factors which influence processes of knowledge.   

 

2. System approach to knowledge management 

2.1 The essence of knowledge management in organization 

 It is known that knowledge management (KM) has become subject of research interest since 1986, 

when Karl Wiig introduced the term. The popular concept of information society is entirely built on 

knowledge and its management, and its use is perceived as the main resource of contemporary social 

formations. In essence, “knowledge management is creating, identifying, capturing and sharing knowledge. 

It is about acquiring the right knowledge in the right place at the right time, especially when it comes to 

influencing an action or decision
1
." According to Gartner Group, “knowledge management promotes an 

integrated approach to identifying, capturing, retrieval, exchange and evaluation of information assets of the 

enterprise. These information assets may include databases, documents, policies and procedures, as well as 

uncaptured, unshared knowledge and experience stored in the heads of individual workers.
2
”  
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Internet and globalization require a different mindset and completely new management tools. They allow 

the encoding, storage, and the broad exchange of different types of knowledge. Modern management 

continuously improves practices for design and implementation of integrated management systems with 

organizational knowledge with the understanding of the competitive force of this endeavor. 

2.2.The system of knowledge management and organizational environment  

The term "system" is defined as a set of objects that form one whole together with connections between 

them and their relationship with the environment. The system has an objective and specific characteristics. 

As regards the system of knowledge management, organizational culture, structure, and communication 

system of the organization it is the "external environment" which determines the context of its operation. 

Sources and users of knowledge and connections between them (technical, communication and social) are 

system components that make up the system's internal environment. When designing the system for 

knowledge management elements of the external environment, as well as some connections between them 

(e.g. existing communication channels of the communication system), can be integrated as internal 

components into the structure of the new system. This yields a complex new system whose complexity can 

be reduced by examining the importance of the elements and relationships of the system for the 

implementation of the process of knowledge. This approach presents the elements and relationships (internal 

and external) of the system for knowledge management in the role of factors that determine the quality of the 

processes of knowledge.  

We can draw the conclusion that in the interest of the effectiveness of knowledge management, it should 

contain those elements and relationships that promote speed and efficiency of the processes of knowledge. 

There is rich enough practice, whose research led us to the idea that it is possible to form hypotheses 

about the impact of key internal and external factors in the use of real systems for knowledge management in 

practice in Bulgarian enterprises. Factors were selected based on frequent assertions in research. 

Systems for knowledge management are often limited to technological connections between their 

technical elements. Until recently, knowledge management was essentially creating databases, and their 

usage and update. Extending the objectives in knowledge management has led to their respective 

development and improvement. In popular perception today, the systems of knowledge management are a 

network of relationships created by human activity, technological and organizational subsystems. The 

purpose of these technological and structural elements is to support a better functioning system of human 

activities. This is the main criterion by which these elements are evaluated in this study. 

The experience of a small part of the Bulgarian organizations shows that they did not take advantage of 

knowledge management deliberately. In this study we hope to prove that the first step to successful 

knowledge management is managers to create the optimal organizational prerequisites for running the 

processes of knowledge. The complexity of this task is determined by the need of developing the ability to 

control information that is not moving into familiar channels of command chains, but is moving in all 

directions of the organization. The challenge for every organization is the efficient collection, storage and 

use of this information for acquisition of new knowledge and quality of results, i.e. development of a process 

for becoming a continuously learning organization. This process subsequently involves: working together in 

teams, sharing best management practices, faster implementation of innovative practices through movement 

and exchange of knowledge within and outside the organization, acquisition and sharing of new knowledge, 

creating internal information system, creating supportive professional environment for ideas, an information 

memory of the organization with the best of its development in order to assist an easier integration of new 

employees in the team. Ensuring an adequate environment for the free movement of ideas, opinions, 
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impressions, requires trust between employees and a team approach and an appropriate organizational 

culture. 

 Knowledge management includes the critical aspects of organizational adaptation, survival and 

competence in the conditions of constant change in today's dynamic environment. 

2.3 Processes of knowledge management 

To transform knowledge into a valuable asset to the company, knowledge, experience and expertise must 

be formalized, distributed, shared and applied. Knowledge management is considered an essential element of 

any strategy that uses the expertise to create sustainable competitive advantages in the current business 

environment. Many authors have proposed different models for knowledge management, ranging from 2 to 

over 8 different processes. All publications on the subject agree that the process of knowledge management 

generally goes through the following stages: 

Generating (creating, acquiring) knowledge – knowledge (for example as a combination of images, video 

and sound) is empirically created or acquired in another way. 

Storage – knowledge is kept in a form or format which can live beyond materials and time, as well as be 

accessible for employees in the future.  

Sharing - providing a limited access to knowledge to employees depending on their position in the 

organization and according to their needs.  

Use – knowledge is used for achieving a specific useful goal.  

We refer to the following as supporting and transition processes:  

Transfer – transmission or communication of knowledge from one person or place to another  

Translation – knowledge is converted into a form more useful for a group of users or for achieving a new 

goal.  

For the purposes of practical knowledge management, these processes can be itemized in accordance 

with the business processes of the organization. 

Research analyses by leading researchers in this field form the thesis that there are significant factors in 

the organizational environment that determine the success of knowledge management process in its various 

stages. The correspondence between stages and the factors is shown in Table 1. 

 

Table 1: Factors of organizational environment that have the greatest impact on the processes of organizational 

knowledge. 

Process Factors 

Creation knowledge  Organizational culture 

 Organizational design 

 Degree of computerization 

 Degree of structuring the communication system 

Storage of knowledge  Volume of information 

 Participation of employees 

 Technical resources 

Sharing knowledge  Information technologies 

 Internal communication infrastructure 

 Degree of computerization of archive 

 Communication practices 

Use of knowledge  Length of career path 

 Organizational Practices 

 Organizational Culture 
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Figure 1. Distribution of Enterprises by area of 

business
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The level of significance of factors presented in Table 1 was evaluated in the text that follows. 

3 Empirical study of factors in the process of knowledge 

3.1 General characteristics of the study  

We conducted research on the practice of knowledge management in Bulgarian companies, so that we 

get confirmation of the presented factors by practice. The survey covered 100 organizations, 50% of which 

are larger than 100 people. Most of the surveyed organizations are working in the private sector (89%), and 

47% of them develop their business internationally. In areas of business respondents are distributed as shown 

in Figure 1. The size of the target group is limited by the presence of a small finite number of objects that 

share some degree of knowledge and practice in knowledge management.  

The study is based on modern management 

concept of knowledge and its dissemination, which 

is characterized by complexity and enables a 

modular approach. The distribution of companies by 

business areas is adequate to the structure of the 

Bulgarian economy and justifies the use of survey 

results for applied conclusions. The evaluation 

included the alternative for: 

 • Confirmation or rejection of statements; 

 • Determining the importance of various factors 

on a five-grade scale. 

Confirmation of the statements can be 

interpreted as a validation of the model, i.e. as general acknowledgement of the importance of factors in each 

phase. The numerical evaluation of the importance of factors is analyzed in terms of comparison with other 

factors. 

3.2 Factors of the organizational environment for creation of knowledge  

Many existing studies focus on the origin of knowledge, taking into account the conditions that facilitate 

the creation of knowledge. 

 Organizational design, or a set of working groups and their location in the organizational space is 

considered to be a catalyst in creating knowledge. The presence of areas where people gather and participate 

in discussions improve the coordination between production, marketing, distribution and product design 

(Graham and Pizzo 1998). Organizational design can be used for increasing the episodic exchange of 

experience and making the group memory more easily understood. 

According to some scientists close relations in the community restrict the creation of knowledge, because 

individuals are not likely to find new ideas in а coherent system of individuals having similar information 

(Robertson 1996). Other scholars argue that knowledge creation is easier for community groups with close 

relations as individuals share a common language for them is easier to openly discuss their ideas. In this 

theoretical dispute arises interest in the question: which type of communications resulting from the 

organizational design facilitates creation of knowledge? 

Hypotheses that are intended to be assessed are: 

 A. Information technologies improve the creation of knowledge. 
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 2. Access to external knowledge (good Internet connection, membership organization of professional 

and industry associations, and active participation in trainings and workshops, etc.) stimulated by established 

communication system motivates the creation of knowledge. 

 3. Shared close relations that are based on internal communications, prevent the uptake of knowledge 

coming from outside. 

Respondents answer the question 'Is the statement "Organizational design is the most important factor 

for creating knowledge in your organization" true?' as shown in Figure 2.  

Most of the respondents answer positively 

and confirm the statement that organizational 

environment has a strong influence on creating 

knowledge. The average score of the importance 

of the factor "organizational design" on a five-

point scale is 4.27. This score will be used to 

determine the relative importance of the factor 

among the general conditions stimulating the 

creation of knowledge. 

Respondents answer the question 'Is the 

statement „Computer Information System is the 

most important factor for creating knowledge in 

your organization” true?’ as shown in Figure 3.   

Despite the expectation that information technologies are accepted as a critical factor in creating 

knowledge, the average score is 4.09, which defines a lower degree of influence of this factor than that of 

organizational design. However, the predominant responses confirm the hypothesis about its impact on 

creating knowledge at the current stage. According to Ts. Stoyanova, "emergence of new information and 

communication technologies creates the preconditions for revolutionary development of "knowledge 

economy ". 

Greater specialization and the accumulation of vast 

amounts of information and knowledge scattered over 

large distances and among many people require the 

creation of networks of communication and exchange 

facilitated by the IT infrastructure. We should not 

forget that new technologies are primarily a means to 

more efficiently and rapidly collecting, processing, 

managing and disseminating information and 



________________________________________________________________________________________________    
    ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp.133     

URL: http://www.reaser.eu      
e-mail: editors@reaser.eu      

 

133 

knowledge, not an end in itself. Purchase and installation of cutting-edge technologies where there is no 

knowledge and skill to use them only ensures higher costs and losses and not better results. Information 

infrastructure in Bulgaria is the most advanced element of "knowledge economy", but it does not guarantee 

faster overall development. However, the existence of such infrastructure allows for rapid progress if good 

training and information are provided. "3 

Figure 4 confirms the statement "Promoting access to knowledge outside the organization (good Internet 

connection, membership organization of professional and industry associations) is most important in the 

process of creating knowledge." 

Obviously, the hypothesis that the promotion of access to external knowledge activates the process of its 

transmission and its development in the organization is supported by the overwhelming number of positive 

responses. The average score for the importance of this factor in the first stage of knowledge management is 

3.99, which is almost equal to the score of the importance of the "IT". It is noteworthy that a large number of 

respondents give negative answers about the impact of this factor. The reason for the large number of 

negative answers is the relative isolation of small and medium-sized enterprises involved as respondents. 

The assessment of the statement „well structured internal relations (regular staff meetings, internal 

information system, mentoring, coaching etc.) are crucial to creating knowledge in the organization” shows 

that the lack of shared relations is not an obstacle to acquiring knowledge from outside. Most of the 

respondents have indicated that well structured internal relations are conditions facilitating the perception of 

knowledge. Internal communications’ impact on creating knowledge is rated 3.62, which refutes the 

hypothesis that they are an obstacle to creating knowledge.  

3.3 Factors of the organizational environment for storage of knowledge  

Knowledge storage includes archiving knowledge of the members of the organization and/or outside 

sources, encoding and systemizing knowledge (for future use). 

Often people do not realize what they have learned. In case they realize what they have learned, they 

sometimes cannot decide which parts of the learned is important for the rest of the people in the organization. 

The organization cannot use the process of creating knowledge effectively without systematic practices.  We 

have to share experience about what incentives encourage members to store and process valuable 

information and share it with colleagues in order to systemize practices.  

An important question about storage of knowledge is how much information we can keep to ensure the 

optimal cost. When an essential part of the created knowledge is not shared, effective storage is questionable. 

Lack of effective storage of knowledge may lead to loss of information (Zack, 1998). We have to also decide 

what volume of context information we have to save in order to store the knowledge.  

Another concern for knowledge storage is providing access to organizational knowledge in the next 

stage. The complexity of this issue is determined by the requirements for company security and the resulting 

restrictions on access to information. If access to knowledge is easier though, chances that knowledge is used 

again are bigger.  The possibility of easy access to knowledge may lead to abuse of knowledge, i.e. it can be 

interpreted in other contexts.   

The extent to which respondents support the formulated hypotheses, aims to answer the questions: 

1. What communication approaches and techniques encourage individuals to store and share knowledge? 

2. What requirements must comply with stored information to serve the purpose of knowledge management? 

                                                           
3 Stoyanova, Ts. “Economy of Knowledge” and European Dimensions of its Development in Bulgaria. International College Albena  

Yearbook, 2005, p.81 
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Figure 5 Average importance of factors for storage and 

access to know ledge

Respondents were asked to determine the extent to which the statements/hypotheses comply with their 

experience and knowledge management practice.  

The statement „limiting the volume of information stored provides for its effective interpretation and 

storage” is confirmed by only 12% of the respondents. The experience of the respondents does not show that 

restricting the volume of information contributes to its effective storage. It is obvious that they have ignored 

the fact that too big volumes of information are hard to be stored technically. The factor “Volume of stored 

information” is rated 2.87 on a five-grade scale. The respondents have most probably meant storage of 

individual and collective knowledge which is not necessarily organized in formal databases.   

It is interesting that a big part of the respondents reject the hypothesis that staff members have equal 

access to processing information. Practice refutes one of the main requirements of the theory for integration 

of knowledge management systems in this way, which is to provide equal access to organizational 

knowledge in all stages of its use. At the same time the factor "equal access to information" received high 

marks for importance – 4.05 out of 5. This fact in itself may become a subject of a further study. 

Today’s knowledge can be neglected tomorrow, i.e. it is changing in time. That is why each system for 

knowledge storage has to be dynamic and updated. The system for storage of knowledge can be useful only 

if it provides easy and equal access to knowledge. 

An important aspect of the knowledge management 

strategy is creating easy to use and memorize 

access mechanisms (e.g. search commands). There 

is a variety of search and knowledge access 

instruments (e.g. browsers, search engines).   

The challenge for the practical implementation 

of a system for managing knowledge is to provide 

easy and constant access to information, avoiding 

the possibility of overloading the system. Figure 5 

shows the evaluation of the importance of factors 

associated with storage and access to knowledge.  

3.4 Factors for providing knowledge 

The concept of “providing knowledge” concerns several aspects.  

One issue affecting the concept is the extent to which the knowledge could and has to be shared, which 

depends on the interdependencies between subgroups and individuals (Leonard and Sensiper, 1998).  

A second issue affecting the provision of knowledge is the extent to which the provision of knowledge 

increases through the use of information technology. 

The third important aspect concerning the knowledge providing concept is how to find the necessary 

documents and how to find the necessary knowledge in a big volume of documents (Dworman, 1998).  

There emerge the issues to develop effective organizational and technical strategy for access to and 

providing of knowledge.  

In this context we have sought confirmation or refutation of hypotheses derived from the analysis of 

previous studies of other authors and the many literary sources. These hypotheses were formulated as 

follows:  

First hypothesis: Information technologies are crucial for effective distribution of knowledge among 

members of the organization. 
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Second hypothesis: Communication strategies and practices are a basic prerequisite for successful 

implementation and operation of the system for knowledge management. 

Relevant statements were formulated for testing the two hypotheses. The following results were 

obtained: 

Factor “use of information technology” in the delivery of knowledge gets 4.02 on a five-point scale of 

the importance of factors. The result confirmed the conclusion that whatever the stage of using the system 

for knowledge management, electronic communication is always directly proportional to the acceleration and 

improvement of ongoing activities. 

There is debate whether information technology hinders or facilitates the creation and use of knowledge. 

On the one hand, some argue that the perception of knowledge through knowledge management systems 

impedes learning (Cole, 1998) and may lead to the application of knowledge in other situations where its use 

is inappropriate. Opponents argue that information technologies play a limited role in the creation of 

information because information technologies are 

useful only if people know what they are looking for 

(Powell, 1998). In this case, a small amount of new 

knowledge is created. Furthermore, some scientists 

argue that the mechanical management of 

knowledge through information technologies cannot 

adapt to rapidly changing requirements for 

generating knowledge (Malhotra 1999).  

These arguments have provoked our interest to 

the widespread theoretical understanding that 

developed internal communication infrastructure 

facilitates the provision of knowledge, but leads to a 

decreased activity in search of knowledge from 

external sources. The survey showed there are 

serious grounds in the above said (Figure 6).  

In practice, developed and structured internal communications encourage sharing of knowledge within 

work groups and teams, thus making the effort to obtain external knowledge unnecessary to a certain extent. 

Information technologies truly appear as a key factor with their proven influence on the distribution and 

sharing of knowledge at this stage, which is well known by practitioners. Knowing the disparate forces of 

that influence is only an additional condition for the 

development of adequate communication 

infrastructure for the deployment of organizational 

processes. 

The existing variety of systems for electronic 

documents further induces premature technical 

comparisons, especially when looking into integrating 

these systems with additional solutions such as 

workflow management and control tasks. 31% of 

respondents in the survey use an automated system for 

documents developed by their organization and 22% 

use a system developed by a Bulgarian company 

(fig.7). 11% of surveyed organizations (SMBs) do not 
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use an automated system for documents. Solutions for document management are different and depend on 

many factors including the nature of business and the amount of documents generated. 

To avoid one-sided linking of knowledge management with communication infrastructure, we have 

sought another aspect of sharing knowledge. In the study of the second hypothesis from this range of 

problems, we have made the assessment of the balance between technical and organizational level in the 

stage of sharing and dissemination of knowledge. The balance between technical and social factors is shown 

in Figure 8. 

Close values of rating are an important indicator of the 

effectiveness of the system at this stage. Ignoring 

suggestion boxes, exchange of experience, on-line 

conferences and many proven techniques for social contact 

and direct communication at the expense of technical 

means would lead to difficulties and delays in information 

flows which provide useful experience. 

The answer to the question of the extent to which 

individuals rely on internal rather than external demand for 

generating new knowledge is the balance between 

information technologies and direct communication. 

Information technologies facilitate the process of encoding 

knowledge in group memory and improve interconnections between individuals. However, the individuals 

decide whether to rely on internal or external search of knowledge. 

3.5 Factors for using knowledge  

The processes of search, storage, access and provision of knowledge does not necessarily lead to 

increased efficiency of the organization. This is achieved through the implementation of knowledge. An 

important aspect of research on knowledge management is the detection of factors, organizational practices 

and systems to fill in the gaps in implementation of knowledge. 

 Here we studied the influence of factors: 

 • Length of career path 

 • Organizational practices (practical conferences, on the job training, etc.). 

The statement "by creating conditions for faster development of competent and motivated employees, the 

organizations promote implementation of organizational knowledge", receives support from 57% of 

respondents. Although affirmative responses predominate in general, we will further study the large number 

of those who do not consider career growth opportunity as a factor for implementing knowledge created 

within the organization. We can assume that the hypothesis derived from theoretical research is confirmed, 

but the issue above remains for the future study. Obviously there is no common practice through which the 

logical arguments for the impact of career development opportunities on implementation of knowledge to be 

transformed into organizational mechanisms. This could be a reserve for accelerating and improving the 

process of knowledge use. 

Respondents were almost unanimous in their 

acknowledgment of the importance of traditional 

forms of sharing and transmitting knowledge. 

Overall, it is noteworthy that there is no decisive 

superiority of the importance of technical 
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infrastructure over organizational practices. On the contrary, Respondents give higher priority to personal 

and group communication, the elements of organizational culture, and organizational events in the realization 

of the overall process of implementation and use of management system of knowledge. 

The complex of these factors is contained in the widespread term "communication infrastructure" which 

on the basis of the survey we can define as "a set of organizational practices, organizational culture and 

technological solutions, which contains the key success factors for organizational communications and binds 

them to the basic elements of an effective system for knowledge management."  

Arranged according to the assessment of the respondents, the importance of the factors of the 

communication infrastructure is summarized in Figure 9. 

4 Conclusion 

The present study reveals a part of the problems for knowledge management effectiveness resulting from 

organizational environment (design, technologies, and organizational practices).  

Knowledge management contains different but interrelated processes: creation, storage, access, 

provision, and implementation of knowledge.) Organization and its members are linked in a chain of 

processes of knowledge management at any place and at any time. That is why knowledge management is a 

dynamic and constant organizational phenomenon, highly dependent and related to communications. The 

complexity, resource requirements, tools, and approaches of knowledge management vary according to the 

type, scale and characteristics of the process itself. 

General issues about the organizational knowledge management and the role of communication 

techniques are studied. These questions can become the base of a future detailed study. 

Organizational knowledge and knowledge management are popular themes in literature such as strategic 

management, organizational theory and information systems. Therefore, new studies need to be based on 

previously established scientific hypotheses. The research will contribute to the diversity of perspectives and 

approaches needed to study such a complex and diverse phenomenon.  

The present research of the problem to implementation of knowledge management systems is original 

and unique in its subject since it examines Bulgarian organizational environment for knowledge management 

implementation. Systematization of such information for the implementation of knowledge management is a 

necessity for many innovative Bulgarian organizations. 

Due to the actuality of the topic, there are different perspectives for future research in Bulgaria.  

We can test specific Bulgarian organizational links between strategy, organizational culture, work 

processes of organizations and management system of knowledge for example. We would also be interested 

in testing problems that arise in a mature knowledge management system specific to the Bulgarian 

enterprises. There is a need of statistical surveys that accurately define the level of interest in knowledge 

management and how it is applied in different organizations. 
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Abstract. Recently, academicians and economists have expressed a great interest about the informal 

economy of Albania.  This is mainly due to the size of informal economy in absolute and relative terms and to 

the emphasis economists have placed on the increasing evidence that the size of informal economy, 

calculated as a percentage of GDP has increased, and grown over the past two decades in many countries of 

the world.  In light of the international economic crisis that was evidenced in 2008, the article will discuss 

problems of informality in economy as a condition for decreasing the dimensions of impact of the recent 

economic crises. Informality was and continues to be a concern to the economic circles regarding the  

theoretical definition, measuring its size and ways to reduce its dimensions.  Informality in Albania, 

according to CIA World Factbook, may be as large as 50 per cent of the official GDP during 2007, 2008, 

2009, 2010, and 2011. The aim of this paper focuses in the reduction of informal economy as an anti-crisis 

factor. 

Keywords: informality, non-official economy, economic crises, farms  

JEL Codes: E26, Q13 

1. Introduction  

In the beginning of the 21st century the economies of many countries were impacted by the economic 

crises and given the length and size of the crisis it turned into a global crisis. Under these conditions, this 

calls for a larger number of researcher papers, including scientific and public debate, which aims to take into 

consideration the factors that lead to it, including ways out of it and the tools to reduce its consequences in 

the economic and social life of various countries. Therefore it is clear that different countries have used 

different courses and specific ways in reducing the consequences of the global crisis. 

 

2. Materials and methodology 

Various theoretical studies of renowned researchers of the field, including Cohen, B., Kindleberger, Ch. 

P., etc, as well as the experience of Albania in light of the current crisis can be used as an important 

reference point.  This study uses several official data gathered through various means, including made 

available public data. The objective of this paper is to highlight the informal sector in the Albanian economy 

and the possibilities of reducing it as an anti-crisis factor. 
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3. Research results 
The global financial crisis, though in effect for a while, started to show tangible effects in the midst of 

2007 and into 2008, the aftermath of Wall Street in 2008, constitutes a financial phenomena that the world 

faced during the previous period as well.  In the recent four hundred years of world development economics 

counts hundreds of crisis, of different size and scope, most prominent the one after WWI, the great 

depression, the collapse of international markets, etc.  Given that these crises are of different sizes, the 

financial blow and the aftermath make them an important subject of research.  

Some common denominators of crises include: an increase of money available in the markets, known as 

the development before the collapse stage, which brings about economic development of the countries; the 

crisis starts after a trigger of the economic-financial phenomena, and then it is spread publically; as well as 

despite circumstances the crisis is related to economic decline.  Human Minsky, a theoretician, studied and 

reported about an uncommon increase and decrease of the bonds markets. 

Albania emerged as a market economy after the collapse of communism, as early as 1991. During these 

years the country’s economy has undergone rapid development. However, an economic crisis and 

consequences it brings about constitute a preoccupying problem.  The recent economic crisis disaggregates 

countries in two categories, those affected by the crisis and those suffering its consequences.  Albania could 

be bundled with the second group.  The fact that Albania is a country that has not been directly affected by 

the crises is evident, however it has been impacted by its consequences.  

The non-inclusion of the Albanian economy in the swirl of the global economic crisis should be found in 

the economic policies and practices that have been implemented in the country.  The fact is that during the 

pre-crisis period economic ‘blooming’ credit expanded which directly expanded the money supply.  Also it 

expanded debt, purchase in instalments, etc. 

Albania has been characterized as undertaking of careful crediting policies, which constitutes an 

important fact in support of economy from the global economic crises.  It is important to note that the 

agriculture sector plays an important role in the Albanian economy, as it provides almost 25 percent of its 

Gross Domestic Product and given that half of the country’s population lives in rural areas. Recent data 

indicate that rural population in Albania carries on activities in 368,997 agricultural economic units, also 

known as farms.  The area of these units ranges between 0.52 to 1.13 hectares.  Despite farms being small, 

the agricultural sector plays an important role in the economy of the country.  Due to the limited 

developments of these sites, they are considered as survival economies.  According to Schneider and Enste 

(2000) this type of economic activity is considered as first level of informal businesses.  Back in 1990 and 

onward farms have been charged neither for their economic activity, nor the land they own.  Measuring 

informality in this sector would be difficult, as the government itself has allowed for circumventing 

obligations so that inhabitants would be able to fulfil their survival needs.  However, figuring the informality 

level of the sectors remains of theoretic and practical importance to the country.  Presently about 320 farmers 

have paid their duties and taxes.   

The agricultural economy units (farms) are relatively small and as such most of them are survival or self 

consumer economies. Schneider and Einste have characterized the informal economy classification (2003) 

according to the following:  

a) Official Economy 
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- Public Sector 

- Private Sector 

b) Non-official economy 

 -    Shadow Economy 

 -    Self-Sufficient Economy 

Most of the farms in the country are included under the ‘self-sufficient economy’ structure, and these 

compose fragile economic units.  The state aims to improve the economy and to increase the well-being of 

the people living by and supplied by it, thus it circumvents their economic obligations.   

 

 

 

 

 

 

 

Fig. 1: Sneider and Enste 

This paper focuses also on the reduction of informal economy as an anti-crisis factor.  Noteworthy is that 

the agricultural sector has been less affected by the economic crisis.  While we analyze the above-mentioned 

problem, we reach to the conclusion that an anti-crisis factor for the country has been the national structure 

the economy of the country has undertaken.  

Schneider and Einste (2003) also studied the connection between taxes and economy size, by using a 

modified form of the Laffer’s curve to show the relationship between tax rate and the size of the various 

economic sectors, such as public sector, official sector, and informal sector. When taxes are introduced there 

seems to be a positive incentive to move out of the informal economy into the formal economy, because the 

benefits that result from the public sector outweigh the costs, and this process reaches an optimal level. 

Looking into the future, any rise in taxes results in negative incentives to work in the formal economy, and 

this poses the risk of units going back to the informal economy.  

According to CIA Factbook informal economy during 2007, 2008, 2009, 2010, and 2011 informal 

economy in Albania is calculated to approximately 50% of the official GDP.  Due to the high level of 

informality and the fact that the country develops its economic relationships mainly with Greece and Italy, 

whose informal sector reaches 20 percent, this also influences the high level of informality in Albania. 

When focusing on the informal sector, another factor that supports it, is an increase in regulations. 

Lawmakers and enforcers should pay great importance to enforcement and regulations, rather than simply 

increasing the number of regulations.  In practice it seems that as laws and regulations increase in number, 

informal economy increases in response to this.  

Those operating in the informal economy are of the opinion that there are benefits for operating in this 

sector, not being mindful that the informal economy has its costs.  Some of the penalties for operating in the 

informal economy include not making use of or taking advantage of the services provided by the government 
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to formal economies.  And the pivotal service is access to the legal system, which means ensuring property 

rights and trade law.  Businesses operating illegally might not receive any legal support or lack documents, 

as they operate in an environment of uncertainty. Therefore, this would increase the cost of capital, which 

means lower level of investments.  

 

4. Conclusions 
As displayed thus far in the paper, the presence of informal economy, while considering the macro and 

economic costs it entails for the country, reducing the size of the informal sector becomes of utmost 

importance.  Several ways could be followed to reduce the size of the informal sector in Albania, and the 

working group of this paper proposes the following: 

There are several factors that incentivize the development of an informal economy in Albania, to name 

widespread corruption, legal and sublegal framework at times arbitrary and inconsistent, bureaucracies 

within the administration, higher level of taxes, lack of information on how economies can be formalized, 

including other factors related to the economic structure such as the existence of a family-economy, which 

makes up for ninety percent of small businesses in Albania.  

Several methods can be used to calculate the size of the informal economy in Albania.  When 

macroeconomic data are available, a suitable method could be the indirect approach.  Economists presently 

use five indirect measures to track informal economy, including the discrepancy approach used to compare 

discrepancies in statistics about national expenditures as compared to income statistics; surveys which when 

used can help calculate participation of the active labour force in the informal economy, this is also known as 

official and actual labour force indicator, the method of currency demand, the method of transactions, and 

method of calculating consumed electricity.  

Measuring the informal economy through estimated participation of an active labour force in the formal 

economy, according to the working group a decline of the active labour force in the official economy could 

be seen as an indicator of its participation in the informal economy.  Over the years, if this number remains 

constant, a decrease in the rate of official participation can be seen as an indicator of increased activity in 

informal economy.  In this calculation the weaknesses remain the fact that individuals can be employed both 

in the formal and in the informal sector. Therefore, we might not be able to draw an accurate size of the 

informal economy.  To quote the example of Albania, the current country’s employed active labour force is 

estimated to be 10 percent.  

If for estimating the size of informal economy, we were to use the transaction method, it states that there 

is a constant relation between transactions and total monetary unregistered income.  However in order to 

receive reliable estimates, accurate figures are needed.  Albania lacks these data, and there is no base year 

during the transaction period where there was no informal economy.  Therefore variables which need to be 

calculated are influenced by the informal economy.  We would be unable to accurately calculate its size, 

given the country lack these data.  

During the transition years, it is noteworthy that the demographic map of Albania has changed a lot due 

to inner migration.  This has helped the creation of approximately 800 informal zones, where some 150,000 

illegal settlements were established, and whose cost is calculated to range $3 to $4 billion. As long as these 

settlements are not legalized, this capital will remain “dead” capital, as it cannot be put to use.  

In Albania, informal economy is displayed in various forms, including:  

 Rural families conducted economic activity; 
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 Businesses considered as micro or family businesses, are generally temporary and always almost 

unofficial; 

 SMEs (small, medium) and large enterprises which operate in different informal levels and forms; 

 Certain criminal and illegal activities, including money-laundry, smuggling, are covered as legal 

businesses; 

 Some informality elements can be noted in companies of foreign capital, irrespective of their size; 

 Generally, informal activities in the country either generate small revenues or larger profits.  

Most prominent forms of informal economy include non-adherence to the fiscal legislation and fiscal 

evasion. Businesses that have not registered with tax authorities, or that avoid some fiscal obligations, are 

those businesses where fiscal informality is most prominently encountered. It has been reported officially 

that some fifteen percent of taxes are not paid, however reality in the country shows that some thirty percent 

of taxes are not paid, and that at least one third of businesses operate as unregistered. 

Informality touches several aspects of the society, including the effects it brings over the social 

development of the country. Education and health sectors are reportedly touched by this phenomenon as 

well.  

Fighting informality remains a daunting task, and designing some policies that fight informality could 

bring positive changes in the registration and administration of taxes, administration of customs, increasing 

the social insurance contribution scheme, as well as drafting support policies on the organization of 

cooperative farms. 
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Abstract. Whether we are referring to architectural practice or architectural education, women’s lack of 

visibility is an important issue that reveals the fact that architecture is still defined by a masculine paradigm starting 

from design norms and canons followed by the dissemination of the traditional image of the architect as white 

aggressive and egocentric middle-class man.  

In terms of architectural education, the gender barometer leans, according to specific statistics, in favour of 

the male side and, the growing interest of women concerning the architecture profession, denounced by an increased 

percentage of female graduates of higher architectural education for the last few years, is not yet equivalent to the 

number of women enrolled in the Romanian National Architects Chart. Until recently, the macho culture of 

architecture was encouraged starting with its educational roots through professional practice and leadership. 

Identifying the premises of a current of change defined in specific literature as: feminizing of architecture education 

and practice, I propose an analysis of gender immersion within the profession and a reconsideration of the current 

teaching- learning process by opposing it to the principles of the feminist pedagogy. 

 

Keywords:  architectural education, gender issues, Romanian architecture, woman architect, feminist 

pedagogy. 

 

 

1. Introduction 
 

The gender perspectives in the architectural field can be structured according to specific domain as 

follows: the Legal context dealing with gender equality legislation,
1
 the Economic context revealing the Pay 

Gap between architects according to gender,
2
 the Socio- professional context that deal with issues of women 

architects status in a male dominated profession and Educational context focused on studies around 

traditional architectural education and feminist critique denouncing the masculine matrix of educational 

system and opposing feminist teaching/learning principles. Concerning the Socio- professional context, one 

can argue about the proliferation of the masculine stereotypical image of the architect, the challenge of 

choice between work and family that affects especially women because of the long working hours, strict 

deadlines and displacement to the construction site, lack of career opportunities and promotion that women 

are facing due to the short maternity leave and misattribution of work erasing women’s contribution as 

designers. From strictly professional point of view, gender issues in architecture field tackles aspects like: 

feminine particular design characteristics, women’s experience of the built environment that is different than 

male’s and neglected in the built environment, subjective dimensions of the architectural object that can be 

                                                           
+ Corresponding author: Assist. Lecturer PhDc. Arch. Raluca Niculae, ralucalivia@yahoo.com  
1 Examples of recent Gender Equality Legislation: Law 202/ 2002, approved by the Romanian Parliament, concerning equal rights 

between women and men republished in the Official Journal 150 (1 March 2007), Amsterdam Treaty ( Oct, 1997 ), amending the 

Treaty of the European Union,  the Treaties establishing the European Communities and certain related acts promoting Gender 

Equality in Employment.   
2 The difference between male and female wages at the EU 27 level is around 17 % as stated by Eurostat (2009); Romania numbers 

around 8% gender pay gap.  

mailto:ralucalivia@yahoo.com
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criticized as being masculine and feminine according to specific gender stereotypes and the gendering of 

space and architectural program according to users.
3
      

Without any doubt, architecture is facing a professional crisis caused primarily by the financial and 

economic climate and by the extremely large number of licensed architecture graduates that are facing 

difficulties in acquiring a job according to their field of expertise. Ideological discourses around the erasure/ 

recovery of tradition, places architecture in the middle of an acute crisis of cultural identity amplifying the 

ambiguities concerning the framework of architectural practice. Continuous researches trying to define the 

contemporary architecture paradigm are convergent to the reconsideration of the architectural education and 

of the architectural workshop as a way of disseminating the ideology of the profession. 

As research topic, the paper will reveal aspects concerning the gender crisis in architecture 

highlighted by the outnumbered registered and practitioner women architects and women’s lack of visibility 

in the architecture profession. The research hypothesis points out to the architectural education as promoter 

of traditionally gender stereotypes and raises a question about the origin of gender crisis in architecture. 

Gender issues in architectural education are to be analyzed according to the purpose of the present 

paper comparing the features of the traditional masculine paradigm in architectural education and feminist 

design principles as alternative. But, first of all we should look at the public image of the architect and see if 

it is constructing on a gender equity basis, and to do that we should consider the first step in human’s 

education: the kindergarten. 

 

2. The architect’s image 
Until women’s bashful entry in Europe’s architectural field at the beginning of the 20th century, as 

licensed professional, male architects dominated the field and acted as demiurges of the human habitat 

mostly disregarding the need of others, especially women. Thus, the traditional image of the architect is 

depicted in literature and media as “white middle class western man known for his aggressiveness and 

egocentrism.”
4
 Disregarding the idealized portrait of the architect issued by professionals, media and popular 

culture that comments around the incompatibility between architecture and femininity, Mattel Toy 

Company’s Barbie I can be series, launches at the beginning of 2011 the Architect Barbie doll that comes 

after Surgeon Barbie, Computer Engineer Barbie, Race car Driver or Air Force Pilot Barbie. The discourses 

around Architect Barbie as role model that could encourage young girls to pursue a career in architecture are 

far from ending a year after the launching of the plastic doll. Comments about Barbie’s pink appearance 

were made and the voice of women architects concluded that it is hard to imagine a long hair blonde 

architect with short dress accessorized in pink wearing high heels on the construction site. A more suited 

image should reveal a more practical profile according to the targeted professionals: short hair, long pants, 

less pink and no high heels. Praised by the American Institute of Architecture (AIA) as an appropriate role 

model for young girls future career choice, or questioned by the Architects’ Journal (AJ) that have dressed 

the front cover appearance of the Architect Barbie in black leather instead of denim and pink, it can be 

argued that alongside this kind of initiative, the image of the real women architect must be better promoted 

through media as concrete successful career samples. And perhaps, not dismantling the benefits that the 

plastic Barbie Architect doll could bring to women accession in the architectural career, the architectural 

toys, like Froebel wooden construction elements, should be promoted more in kindergartens as practical 

means of creating spatial abilities.  

Feminist critique of contemporary architecture condemns proliferation of canonical models 

of patriarchal society through architectural education.
5
 

                                                           
3 Specific male/ female indoor/ outdoor space or architectural program (hospital, nursery, kindergarten, fire station etc.) 
4 Datta, Ayon. “Gender and learning in the design studio.” In Journal for Education in the Built Environment. 2(2) (Oct. 2007): 21-

35. The quote paraphrases the essay: Stratigakos, D. „ Architects in skirts”.  In Journal of Architectural education. 55(2) (Nov. 

2001): 90-100. 
5 Grillner. Katya. “Feminism as Architecture.” Source: http://www.youtube.com/watch?v=RxrKYFGE5lg. Accessed on 13.06.2012. 

Prof. PhD. Arch. Katya Grillner (The Royal Institute of Technology, KTH School of Architecture, Stockholm, Sweden) is one of the 

initiators of FATALE project, that unites researchers and students in architecture studying the Feminist Theory of Architecture. 

http://www.youtube.com/watch?v=RxrKYFGE5lg
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The deconstruction of the classic models repertory of the starchitects
6
 – canons that are operated by 

the architectural history and theory, is one of the objectives motivating the feminist critique intervention in 

the field of architecture. The public architect’s image and the classic architectural vocabulary are amended as 

being predominantly male.  The research in the context of gender immersion in the built environment is full 

of analogies of architectural product compared with the human body.  Notorious examples in this direction 

include Le Corbusier’s Modulor, Leonardo da Vinci’s Vitruvian Man, or anthropomorphic metaphors of the 

Renaissance city in analogy to human’s anatomy. An example of allegory, of a questionable subjectivity, 

referring to architectural representation means, is constituted by the phallocentric symbolism of the 

skyscraper, a way of public displacement of demiurgic power of the creator/ architect.  The Skyscraper is 

announcing the possession of the male architect over the exterior, giving women the stereotypical protective 

duty over the interior and the domestic sphere. The feminist critique accuses also, besides the proliferation of 

the specific macho culture constructive and aesthetic values, the lack of consideration regarding women 

needs in the built environment: difficulties in accessibility at the urban level or hierarchic disposal at the 

domestic level.  Strong arguments are arising following the study over the recent history of women in the 

architectural profession, amending difficulties and discrimination at professional entrance in higher 

architectural courses, and, as a result to the statistics that weights the balance of active architects in favour of 

men. (Annex 1, representing the Romania case that keeps an almost constant ratio between the percentages 

of registered OAR members, categorized according to gender, the difference being lower compared to other 

European countries.) 

 

3. A short history of women in Romanian architecture 
Women’s entrance in Romanian architecture with equal practitioner rights with their male 

counterparts, given by higher architectural school diploma, started at the beginning of the 20
th
 Century a few 

decades after the first generation of Romanian graduates, exclusively men, trained at Ecole des Beaux Arts in 

Paris.
7
 They returned home and were the founders of the Romanian Architects Society on the 29

th
 of 

February 1891 and recognized as moral and legal person on the 7
th
 of March 1903, the Romanian 

Architectural School in 1892 and the architecture review entitled Arhitectura in 1906. 

 Starting with 1895, women received the right to study in higher education
8
. But this fact did not 

provide automatically the right to exercise their profession. For example, despite the free access to the law 

education, the women could not enter the Bar.
9
  

If in 1916, the Members Chart of Romanian Architects Society counts no women architect, in 1924 

from 166 registered architects only 6 were women: Andreescu Maria Virginia, Cotescu Maria, Friedman 

Irineu Maria, Hogas Maria, Ioanovici Antonetta and Zaganescu Ada Beza.
10

 

Virginia Andreescu Haret (1894-1962), the niece of famous painter Ion Andreescu and the wife of 

eng. Spiru Haret, the scholar’s nephew, was the first to enter the Superior School of Architecture in 

Bucharest following also the courses of Ecole des Beaux Arts in Paris. In 1919 she becomes the first 

Romanian licensed women architect. She also studied at Ecole des Beaux Arts in Paris and she took 

supplementary courses in Rome. She started her career at the Historical Monuments Commission under the 

guidance of arch. N. Ghika - Budesti and developed research over our national historical monuments. She 

                                                           
6 The noun “starchitect” refers to a celebrity architect whose fame is promoted and very often augmented through media to the rank 

of idols of architecture field his works being acknowledged as references and design canons. Legendary masculine figures described 

as canonic architects have influenced and are continuously influencing the architectural ideology: Frank Lloyd Wright, Le Corbusier, 

Leon Batista Alberti, Filippo Brunelleschi, Ludwig Mies van der Rohe, Walter Gropius, Antoni Gaudi, Alvar Aalto just to name a 

few. 
7 de Penanrun, David, Roux et Delaire. 1793- 1907. Les architectes eleves de l’Ecole des Beaux Arts. Paris : Librairie de la 

Construction Moderne. 1907. Names like Antonescu, Arnaud, Berindey, Ciocarlan, Maimarol, Gotterau, Mincu, Socolescu, Sterian 

sau Zamfirescu, are mentioned as students of the Scoala de Arte Frumoase between 1793- 1907. 
8 Education Sciences Institute UNICEF. “Perspective asupra dimensiunii de gen in educatie”. Bucharest. (2004 ). 
9 Mihailescu St. “Procesul doamnei Ella Negruzzi”.  In Din istoria feminismului romanesc. Antologie de texte, Gender Studies 

collection . Polirom, Iasi. 2002. 
10 Ada Zaganescu was included as architect working outside Bucharest, more precisely, at the Romanian Legation in London. 
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covered various architectural programs: individual and collective dwelling units, public buildings
11

, 

designing especially educational facilities
12

 as she worked at the Ministry of Education since 1947. Awarded 

several times for her designs, she represented Romania abroad at Architects International Congresses held in 

Rome, Paris or Brussels, and her publicist activity was also fruitful.
13

 

Henrieta Delavrancea Gibory (1894-1987), Riri, as the closest ones nicknamed her, was one of the 

liberal figures of the 30
th
 among others as Marina Stirbey, Cecilia Cutescu, Magdalena Radulescu, Solange 

de la Tour, Virginia Andreescu Haret etc. She joined the courses of the Superior School of Architecture in 

Bucharest in 1913 (getting her diploma in 1927) with another woman as her colleague, Marioara Ioanovici as 

the only two females among twenty students.  

“I was the fourth female architect after Ada Zaganescu, Virginia Andreescu and Mimi Friedman” 

stated the modernist, neo-Romanian style
14

 women architect, at an interview in 1980. Then followed Maria 

Cotescu and Henrieta’s cousin, Lucia Dumbraveanu, the future wife of arch. Horia Creanga. H. Delavrancea 

Gibory designed 22 holiday houses in Balcic, 28 villas in Romania, 5 churches, Prince Nicolae Palace at 

Snagov, tea Pavilion for Queen Mary in Balcic, Philantropia Hospital, Fundeni Hospital, France Consulate in 

Bucharest, Oravita Prefecture, Capitol Cinema in Bucharest, Brezoianu dwelling assembly, the restoration of 

Sf Gheorghe Church in Bucharest etc. 

   
Figure1: Cantuniari House, 

Bucharest; Canciov House, Balcic; 

Rasoviceanu House, 

Balcic;Traditional House Balcic- 

Etnographic Museum; Details-

Granicerilor Pavilion; Mosescu 

House. 
15

 

Figure2: Royal Palace, Balcic 

 (1924- 27).
16 

Figure3: Rasoviceanu House, Balcic( 

1934.).
17

 

                                                           
11 Theatre and Casino in Govora ( 1928 ), Ghencea Church on 13 September str. ( 1934 ), Weather station and Office pavilion  in 

Baneasa, Palatul Tinerimii Romane on Schitu Magureanu str. ( 1925 ). 
12 Dimitrie Cantemir High school on Dacia Blvb. Bucharest ( 1926 ), Gh Sincai High School on Serban Voda str. Bucharest , Center 

of Antropological Research of the Faculty of medicine Bucharest ( 1927 ), primary school from Socola, Iasi (1925 ), Girls high 

school Focsani ( 1933 ), Normal girls school from Barlad ( 1931 ), Dominita Ruxandra high school from Botosani, Craft school 

Ploiesti, type designs for primary schools with 2,3,4,7, classrooms with various alternatives: with and without gym hall and 

Director’s apartment, built all around the country.   
13 She collaborated with arch. N. Ghika- Budesti writing “The evolution of architecture in Muntenia and Oltenia “and in her last 

years, Virginia Andreescu Haret elaborated the work: “The history of The National Theater building from Bucharest “. 
14 Influenced by her master Prof. arch. Petre Antonescu, rector of the Superior School of Archtecture. 
15 Panels exhibited at Henrieta Delavrancea Gibory 1894- 1987 Architect exhibition in 2007, source:  http://www.oar-

bucuresti.ro/evenimente/expo_henrieta_delavrancea_gibory/, accessed on 19 June 2012. 
16 Idem 15 
17 Idem 15 

http://www.oar-bucuresti.ro/evenimente/expo_henrieta_delavrancea_gibory/
http://www.oar-bucuresti.ro/evenimente/expo_henrieta_delavrancea_gibory/
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The communist period meant a forced equivalence of professional status between genders
18

, practice 

that overcrowded women that was left also with all domestic chores. Differences between women and men 

physical capabilities, stereotyped abilities or characteristics were erased but all that in an abusive manner 

without regard to family aspects in relation with long working hours. This is the moment of glory for some 

women architects that took over a number of large commissions closely related to dictator’s order. The 

People’s House, the second largest building in Europe after Pentagon is a good example in this direction, a 

huge project with a woman chief architect in charge: arch. Anca Petrescu.   Women’s empowerment process 

convinced at first a small number of female students to follow the courses of higher architectural education, 

but the percentage of female students grew and became comparable with male’s after 1989 (see Annex 2).   

In 2004, a study developed by Education Sciences Institute from Bucharest reported a percentage of 

1.6% undergraduate girl students who chose architecture as a career compared to 1.9 % of boys.
19

 

Annex 3 shows the percentage of teachers at the university level structured according to their 

corresponding architecture university.  Even if the percentages keep growing, the architectural higher 

education is still dominated by male figures not to mention the status of women in leading committees of the 

two professional organizations: Romanian Architects Order
20

 and Romanian Architects Union.
21

    

 

In the context of the present paper, the focus is on architectural education as one of the factors 

influencing the visibility of women in Romanian architecture. 

Considering the feminist architectural criticism, a first aspect to be mentioned concerns the lack of 

women role models promoted by the architectural history and theory fields and the Romanian architecture 

profession in particular. The omnipresence of the Pritzker Prize winner Zaha Hadid accompanied by a few 

exotic names of contemporary architecture prevails, with the help of media, the socio-professional sphere.
22

 

The model-architecture is closely related to the demiurgic performance of the single creator, 

although this practice contravenes to the common collaborative work inside the architectural offices. The 

starchitect concept describes the highest social recognition level assigned to an architect, image media 

promoted most of the times, the creation becoming iconic. Highlighting the feminine model becomes 

essential in the context of the feminization of architectural education, a process involving both architectural 

licensed graduates (Annex 2) and teachers (Annex 3). 

 

After analyzing the traditional architectural education in terms of gender characteristic applied 

to the teaching/learning process, one could observe the persistence of a masculine paradigm. This statement 

could be based on the following couples of opposite characteristics, the first promoting male features and 

prevailing over the second, female stereotyped attributes: 

▪ isolation instead of collaboration; 

▪ product despite process (emphasis on the final architectural product); 

▪ teaching emphasized over learning (master- apprentice relationship); 

▪ homogenization preferred over pluralism; 

▪ rational over emotional; 

▪ inflexibility instead of negotiation; 

▪ competition as compared to teamwork (the macho culture relies on aggressiveness and 

individuality). 
 

                                                           
18 Decree no. 284/1973 of The International Labor Organization no. 111 about equal opportunities, work related, between women 

and men.   
19 Education Sciences Institute. UNICEF.” Perspectives on gender in architectural education”. Bucharest. (2004). 
20 Women at OAR leadership boards 2010-2014: 26% 
21 Women at UAR leadership boards 2012: 25% 
22 Zaha Hadid, the Iraqi born architect managed to overcome twice the ancestral stereotypes regarding women’s success in male 

dominated professions disregarding the geographic provenience. The architect’s fame is very often criticised as not being based upon 

built projects, her reputation being accelerated due to beautiful vanguard images. . („ How to become a famous architect without 

building anything”. Source: http://www.archsoc.com/kcas/brilliantarchitect.html. Accessed on 14.06.2012.) 

http://www.archsoc.com/kcas/brilliantarchitect.html
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Contemporary architectural education can be described by the following features: 

▪ the undervaluation of feminine qualities that could be applied to architecture; 

▪ the proliferation of the masculine paradigm that questions women’s authority in the architectural 

profession; 

▪ the persistence of patriarchal architectural canons as aesthetic and methodological architectural 

repertoire; 

▪ lack of women role models in architectural history;
23

 

▪ the perpetuation of the masculine design principles since Antiquity;
24

  

▪ the architectural design studio “does not provide a healthy equitable education environment for 

women to study in.”
25

 

 

If the root of the problem, the lack of women’s visibility in the architecture profession lies on the 

traditional architecture education, the masculine paradigm has to be reconsidered to fit the current need of 

architecture in the context of the increasing number of female student graduates. 

 

The feminist pedagogy principles, long debated in specific literature and applied to architecture 

education can be summarized as follows:  the reformation of teacher- student relationship in point of the 

democratization of power relations and reconsidering the unidirectional transfer of information, emphasis on 

communication and collaboration in the architectural studio, privileging the individual opinions based on 

individual experiences and the critique of traditional teaching/learning process.
26

 All these principles are 

convergent and shaping a collaborative learning experience, the principal objective of the contemporary 

feminist pedagogy. Promoting values considered to be feminine, the feminist critique focuses on 

collaboration and interdisciplinary in preference over individuality and competition, it prefers empathy over 

egocentrism, promotes continuous lifelong learning and detachment from the traditional dependence on the 

teacher-mentor. Emphasis over the educational process over final architectural product is denouncing a 

necessity, the reconsideration of the constraints system promoted by the contemporary institutional matrix. 

Collaboration is essential in the architectural profession although today’s practice promotes the 

starchitect, the creator of a complete work. Examples of biased merit attribution to a single architect 

disfavouring the team are not few and cannot be ignored, this practice being accentuated for mixed teams 

formed by man and woman architects, in many situations husband and wife.
27

 

Nobody can contest the equal opportunities regarding the access to higher education, impartial at 

present in what concerns gender. The statistics are proving an evident percentage increase of active women 

architects but, despite this fact, at leadership or entrepreneurship levels, the majority is on the male side. The 

Ion Mincu Institute of Architecture and Urbanism in Bucharest, for example, had no woman Rector since N. 

Socolescu (1892) till now. 

 

Would architectural education look different if higher education institutions of architecture would 

have a feminine majority in terms of teachers and leadership positions? Are characteristics and values 

segregated by gender reflected differently on women/ men practicing in architecture or on the architectural 

object?  

 

                                                           
23 “The Architectural prima Donnas are all man” stated Denise Scott Brown ( 1989 ) referring to the successful professional duo 

alongside Arch. Robert Venturi, the last inheriting all the credits that should be spited in two. 
24 Le Corbusier’s Modulor, Leonardo da Vinci’s Vitruvian man; the perfect harmony of human’s body proportions describing the 

perfect harmony of the Greek temples. 
25 De Graft-Johnson, A., Manly, S. & Greed, C. “Why do women leave architecture?” Bristol: Royal Institute of British Architects. ( 

2003). 
26 Webb, Lznne M, Myria W Allen and Kandi L. Walker. „Feminist pedagogy: identifying basic principles”. Source: 

http://findarticles.com/p/articles/mi_hb3325/is_1_6/ai_n28914616/. Accessed on 14.06.2012. 
27 Idem 23 

http://findarticles.com/p/articles/mi_hb3325/is_1_6/ai_n28914616/
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Feminist pedagogy applied in architectural education in order to promote the image of women 

architect and feminine teaching and design methods can be summarized as follows: 

 ▪ gender sensitive training with respect to different learning capabilities and abilities of students, 

 ▪ introducing gender studies issues in the architectural profession through architecture curricula, 

 ▪ introducing the work and personality of female architects in architectural history studies, 

 ▪ focus on communication and less on competition, 

 ▪ promoting teamwork and cooperative learning through design tasks in the architectural studio, 

 ▪ introducing other specialities into the architectural studio, 

 ▪ enabling lifelong learning that implies moving away from the traditional dependence from the 

master, 

▪ emphasis on the learning process not on the final architectural product.  

 

Different architectural organizations in Great Britain or USA, RIBA and AIA or Australian Institute 

of Architects have undertaken studies on the access, presence and possibilities of promotion of women in the 

context of pursuing education and careers in architecture. These studies invoke alleged discrimination cases, 

career interruption periods often due to maternity leave or family difficulties due to long working hours 

specific to the profession, professional activities unsuited to women’s profile such as construction site visits 

or competitiveness as male characteristic. All these aspects can lead to a fable women involvement in 

professional practice despite the growing female students’ number at the international level. 

The higher education institutions and the architectural office are two locations engaged directly in 

the architecture production although a reference to architecture addresses specific issues around the 

architectural object itself. At the level of the architectural office, the professional practice is being organized, 

design decisions are coordinated, interdisciplinary relations are intermediated to the benefit of the project and 

negotiations with the beneficiary are augmented till the reception of the final project. All the above locations 

are corroborating in composing the architectural project and are represented by the fourth level without 

which, architecture and the demiurge architect would remain in anonymity: mass-media, the main factor 

responsible over the visibility of architecture and promotion of vanguards projects and personalities.   

Very few approaches to entrepreneurship and project management have been undertaken in the 

architectural offices in terms of gender implications in leadership issues. Most studies
28

 are focused on the 

management of female office architecture and are analyzing women’s promotion opportunities in leadership 

positions and encourage this aspect motivating by gendered stereotyped characteristics and values. Empathy 

and communication classify women as being well suited as mediators and negotiators in the relation with the 

beneficiary. The major difficulty is considered to be the reconciliation of private life and domestic 

responsibilities, corresponding to the patriarchal culture, with the career progress. 

 

Hopefully, the current trend regarding the feminization inside the architectural profession, 

especially on the educational level, will encourage a change of perspective upon the profession empowering 

women to engage also in entrepreneurial positions and soon enough the work of women architects will be 

heard of and prominent female figures will promote empathy and collaboration over competitiveness and 

egocentrism. 

 

 

 

 

 

                                                           
28 RIBA Report in 2003, Royal Architectural Institute of Canada study in 2003 and the Royal Australian Institute of Architects study 

in 2005. In the Romanian context such studies are lacking, the literature indicating very poor aspects about architectural offices 

headed by women. (An example would be: “A50- 50 de birouri de arhitectura” a book compiled by BICAU in collaboration with 

Business Week.) There are however several famous examples of feminist practices all over Europe  such as Matrix Design Co-

Operative ( UK ), Muf Architecture ( UK ), Baupiloten ( Berlin ), Urbantactics ( Paris )and FATALE ( Stockholm ). 
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Annex 1: Study in progress representing the Romanian Architects Chart members according to gender. 

Women architects constitute around 42% of the total number of registered architect for the year 2011. The 

study performed by the Architects Council of Europe, entitled: La profession d’architecte en Europe 2010, 

places Romania just after a few European countries with the highest percentage of women architects: Greece 

with 57% female, Croatia with 56%, Bulgaria with 50%, Slovenia with 50% and Sweden with 49%. On the 

contrary, the highest percentages of men architects are in Slovakia with 85% male, Austria with 84%, The 

Netherlands, Germany with 79% and Belgium with 76%. 
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Annex 2: Study in progress concerning licensed graduates (1951- 2008) from Ion Mincu Institute of 

Architecture and Urbanism (UAUIM), the first School of Architecture in Romania (Bucharest). The upward 

trend regarding female licensed graduates. 
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Annex 3: Study in progress regarding the gender of current teachers in Architecture Universities in 

Romania. 
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Abstract. This research aims to present the results obtained from the analysis of neighborhoods ranking in 

the metropolitan areas with more than 100,000 inhabitants. Using data from the American Housing Survey 

for the year 2000, we estimate an ordered logit model to explain the neighborhood quality adjustments in the 

American metropolitan areas and their determinants. Results show that the neighborhood subjective 

evaluation varies with the householder log-income, education level and age whereas the objective evaluation 

is explained by the presence of green areas, shopping malls, access roads and schools. Household 

characteristics as the number of household members and their activities, dwelling characteristics such as the 

number of available rooms, facility access, and the surrounding environment defined by the presence of 

elementary and secondary schools, shops, presence of public means of transport, low levels of  noise, green 

spaces and the age of the nearby units are significant attributes that influence the quality of neighborhoods. 

Their impact on mobility and location of dwelling choices is measured. 

Keywords: ordered choice models, latent utility, neighbourhood quality, dwelling location, residential 

mobility, US census data. 

JEL Codes: C01, C25, R23  

 

1. Introduction  

 

With the improvement of living conditions in the developed world, governments became more and more 

keen to understand and define the quality of places as backgrounds to the human activity.  As the “quality” is 

a term borrowed from the marketing literature, it worth citing here what marketing scientists believe about 

the quality of places: “at any moment, a large and growing number of places – cities, regions, and entire 

nations - are on the sick list […]. Bankruptcy may be the ultimate test of a place’s sickness. […] Sickness 

includes not only a place’s financial health but also its economic condition.[…] However, a place’s relative 

sickness or health transcends fiscal and economic measurement. Places are more than budgets and 

businesses. They are people, cultures, historical heritage, physical assets, and opportunities. Places are 

ranked, rated and evaluated today on every conceivable dimension: where to start or to locate a business or 

                                                           
+ Corresponding author: scorbureanu@stat.unipd.it 
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plan a retirement, where to raise a family or to look for a spouse, where to plan a vacation, hold a 

convention, or have a meal. From quality of life considerations to charm, culture and ambience, the quest for 

liveable, investible and visitable places is a perpetual search for the new and vibrant, an effort to stay clear 

of the sullen and depressed.” (Kotler et. al., 1993). 

In the context of large cities, the central role is plaid by residential locations, which are output of real 

estate markets. The real estate market has gained a growing importance during the last decades, being tightly 

dependent of the availability of bank loans to support the property in the acquisition process on one side, and 

depending on the limited space available in the city on the other hand. In the United States in particular, the 

quality of the residential locations has been part of the national housing policy goal. Individuals evaluations 

of their housing and neighbourhood determine the way they respond to the residential environment and form 

the starting point for the demand for public action. As far as it concerns the individuals behaviour concerning 

residential mobility, it can be observed that low levels of residential satisfaction usually precede housing and 

mobility behaviour (Lu 1999). If individuals are not satisfied with their current housing or neighbourhood 

they may consider relocating in a better housing unit and quarter. Therefore, knowledge about the factors 

that shape residential satisfaction is crucial for a better understanding of household mobility decision 

process. Despite the large literature dealing with this argument recently, understanding of how individuals 

form their decisions remains still inadequate. This insufficiency is reflected by the multitude of contradictory 

results about the determinants that enter the decision process concerning the ranking of one’s neighbourhood 

or housing unit on a quality scale.  

For example, Greenberg et. al. (1994) found that neighborhoods with multiple technological and 

behavioral hazards have lower-quality ratings than the neighbourhoods with a single massive technological 

hazard from a sample of 280 households surveyed in a heavily industrialized eight-square-kilometer area 

southwest of Philadelphia. Respondents who gave a low rating to the area listed multiple hazards, especially 

crime, as distressing characteristics. Respondents who characterized the area as excellent or good rated their 

previous neighborhood as poor. Authors conclude that the geographical theory should explain how different 

populations perceive behavioral, technological, and natural hazards at the neighborhood scale.  

From another point of view and in a different context, Rabe and Taylor (2010) analyze the determinants of 

residential mobility and the associated neighborhood quality adjustments using a model of optimal housing 

consumption on data from the British Household Panel Survey and indices of multiple deprivation. They  

measure quality of neighborhood both subjectively and objectively and find that not all life course events 

that are associated with moves lead to neighborhood quality adjustments. Single people are negatively 

affected when ceasing to live with parents and couples by a husband's unemployment. Couples having a new 

baby move into better neighborhoods. In the same direction go Bayer and McMillan (2005) that found that in 

cities throughout the United States, blacks tend to live in significantly poorer and lower-amenity 

neighborhoods than whites. An obvious first-order explanation for this is that an individual’s race is strongly 

correlated with socioeconomic status (SES), and poorer households can only afford lower quality 

neighborhoods.  

Finally, Lu (1999) investigates the effects of housing, neighborhood and household characteristics 

on individuals’ satisfaction with both dwelling and neighborhood in order to reconcile the inconsistencies in 

the previous research. The results show that residential satisfaction is a complex construct affected by a 

variety of environmental and socio-demographic variables. The author finds that the use of regression 

models is questionable, especially given the ordinal nature of the outcome variable: ranking of residential 
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locations. The author reinvestigates the effects of the variables considered as important in shaping 

individuals residential satisfaction using data from the American Housing Survey (1989) and the ordinal 

logit model to analyse ordinal responses.  

In this paper we aim to explain the neighbourhood quality adjustments in the American metropolitan 

areas and find the importance of neighbourhood quality determinants. We find that the neighbourhood 

subjective evaluation varies with the householder log-income, education level and age whereas the objective 

evaluation is explained by the presence of green areas, shopping malls, access roads and schools. Household 

characteristics as the number of household members and their activities, dwelling characteristics such as the 

number of available rooms, facility access, and the surrounding environment defined by the presence of 

elementary and secondary schools, shops, presence of public means of transport, low levels of  noise, green 

spaces and the age of the nearby units are significant attributes that influence the quality of neighbourhoods. 

Their impact on mobility and location of dwelling choices is measured. By difference to the model presented 

by Lu (1999), we investigate, using more recent data (year 2000), upon  the importance of the local amenities 

in the definition of a ranking of neighbourhood quality levels: green spaces, shops, institutional buildings, 

parking places and medical services. We obtain significant results that may contribute to provide detailed 

recommendations of public policy. In the following section we present the data used in the analysis. 

 

2. Data used in the analysis 

 

The data used in this analysis are drawn from the 2000 American Housing Survey (AHS) national sample. 

This survey is conducted every 2 years and contains information about approximately 60,000 housing units 

located in metropolitan areas across the US. In 2000, data are collected from 61,422 households located in 22 

urban areas with more than 100,000 inhabitants. The scope of the survey is to gather information on housing 

conditions and residential location of households in order to evaluate the effectiveness of federal housing 

programs and to aid in the planning of new programs. A substantial amount of information provided by the 

survey concerns the technical characteristics of the unit, the neighbourhood, and the household members’ 

evaluation of these factors. For instance, residential place satisfaction is measured by the respondent’s 

answer to the question: “on a scale from 1 to 10 how would you rate the neighbourhood as a place to live? 10 

is the best, 1 is the worst”. The measure of housing satisfaction is based on a similar question as in the case 

of neighbourhood. The AHS does not define the term “neighbourhood” to the respondents: it is what the 

respondent considers it to be. From the total sample of households, we exclude the rows with no answer to 

the question concerning the appreciation of the neighbourhood quality (17,004 individuals) and the rows in 

correspondence to which there is a negative revenue (47 cases). We also eliminate the answers “no 

neighbourhood” (71 observations).  

The final sample amounts to 43,540 observations. The sample distribution of neighbourhood quality 

votes (variable hown) is the presented in the following table:  
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Table 1: Neighbourhood quality ranking 

Household neighbourhood quality 

ranking (hown):  

1-worst, …, 10-best 

Count Per cent 
Cumulative 

percentage 

1 362 0.83 0.83 

2 305 0.70 1.53 

3 597 1.37 2.90 

4 819 1.88 4.78 

5 3,230 7.42 12.20 

6 2,787 6.40 18.60 

7 6,434 14.78 33.38 

8 11,870 27.26 60.64 

9 6,762 15.53 76.17 

10 10,374 23.83 100% 

Total 43,540 100%  

 

Remark that a large number of individuals assign satisfactory marks to their neighbourhoods (almost 40% 

assign votes “9” and “10”) whereas a very small proportion declares to be unsatisfied about their residential 

location (almost 5% assign votes lower than “4”). In the following section we introduce the ordered response 

model that will be estimated further. 

 

3. The model 

 

Each individual assigns a rank to its own neighbourhood. Neighbourhoods are ranked on a scale ranging 

from 1 to 10 with values that we indicize . This ranking of the neighbourhood has an intrinsic 

meaning since neighbourhoods ranked 10 are better than those ranked 9, that, at their turn, represent better 

living places than those neighbourhoods ranked 8 and so on. The neighbourhoods with rank 1 are the worst 

places to live in. In this case, although the outcome is discrete, the multinomial logit or probit models would 

fail to account for the ordinal nature of the dependent variable (Greene, 2009). Therefore, the ordinal logit 

and probit models become popular when it comes to analyze this type of data (Zavoina and McElvey, 1975).   

The individual decision to assign a certain rank to his/her neighbourhood is based on the evaluation of 

objective characteristics (called factors or attributes) such as:  

- the position of the neighbourhood with respect to the city centre, 

- the quality and position of the own building as part of the neighbourhood, 

- the quality of neighbouring buildings, 

- the presence of green spaces and parks,  

- the existence of schools, 

- low levels of criminality and high levels of security, 

- presence of social security services such as medical centres, 
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- the presence of shopping malls and commercial buildings,  

- accessibility to the city centre: roads, buses, trams and other factors, 

as well as on individuals’ subjective characteristics (socio-economic factors): 

- age of the householder, 

- gender: female or male, 

- annual income, 

- citizenship: American resident or not, 

- the composition of the household: number of adults and children in the family, etc. 

On the subjective side, the socio-economic characteristics of individuals influence the decision making 

process as well. In the context of American metropolitan areas, US citizens will be more likely to live in 

better, more expensive neighbourhoods, as compared to the non-residents or immigrants. At the same time, 

richer individuals have higher chances of living in expensive, and therefore, of better quality neighbourhoods 

(with better social services, better accessibility means, better quality of the amenities, and buildings of higher 

quality). We denote these j=1, ..., M factors observed for individual i with .  

Following these decision factors, we assume that the ranking procedure is based on the following 

underlying process: 

 

 

 

where  is the exact but unobserved dependent variable (for instance the utility derived from living in a 

certain neighbourhood), x’ is the transposed of the matrix of independent variables observed for each 

individual i=1,...,N, with  defined as above and where  is the vector of regression 

coefficients which we wish to estimate. Note that there are M parameters to be estimated, one per each factor 

influencing the decision making process, plus the constant term . Suppose that while we cannot observe  

we instead can observe the categories of response: 

 

        

     

     

In the previous formula, parameters  are unknown and they must be simultaneously estimated with 

the coefficients . The survey respondents have their own intensity of feeling about the neighbourhood 
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quality, which depend on some measurable factors (vector x), and on certain unobservable factors (vector ). 

We assume that this vector  of random variables follows a logistic distribution. Each outcome of y can be 

associated the probability of being chosen, as follows: 

 

 

 

 

 

 

 

By the fact the probabilities are defined on the interval (0, 1), it is necessarily true that: 

 

 

Remark that for R threshold ranks, the number of  -parameters to be estimated is equal to R-1. Overall, the 

number of parameters to be estimated is equal to M+R-1. In the case of neighbourhoods we have multiple 

response probabilities, therefore the model to be estimated is the ordinal logit. 

The likelihood function to be maximized assumes the following well-known form: 

 

  

 

In the following section we present the results obtained from the estimation of this model in STATA. We 

provide a comparison of our results with the results obtained by Lu (1999) on the 1989 AHS data. 

 

4. The results 

 

We use the discrete, ordered variable hown – the neighbourhood quality ranking - as a dependent 

variable to estimate the logit coefficients. Remark that, on average, individuals are more likely to give a 

positive evaluation of neighbourhoods rather than a negative one (hown has mean 7.89 on a scale from 1 to 

10). Remark also that 30% of the interviewed households are single-adult households. The average family 

lives in a house built around 1968,  

The explanatory variables (neighbourhood quality determinants) are a number of dummies and some 

continuous variables, as following: 

- dummies: the American citizenship, the sex (1 for male), indicator for households located  near the 

city centre, indicator for the presence of public transport nearby, dummy for single adult households, 

dummy for house located in condominium, the neighbourhood noisiness, indicator for the presence 

of bothersome neighbours, perception of high criminality levels the presence of abandoned and 

vandalized buildings, neighbourhood amenities (green spaces, parking places, medical services 
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available, presence of  business and factories, shops, and high buildings in the nearby, recreational 

facilities, roads to be restored, presence of noisy airports), 

- continuous variables: the natural logarithm of the annual household income, the age of the 

household head, the year when the unit was built. 

The most part of coefficients are significant at the 1% statistical level and their values are listed in 

the 4
th
 column of the following table tab.2, whereas the odds-ratios of coefficients are listed on the last 

column. 

 

Table. 2: Ordered logit estimates of neighbourhood quality. Sample: 43,540 individuals. 

 

Variable Description Mean Coefficient  Std. Err. Odds R. 

Hown rating of neighbourhood as place to live:  

1=worst, ... ,10=best. 

7.8894 -  - - 

metroN 1 if central city, 0 if other 0.2520 -0.1248 *** 0.0213 0.8826 

publictr 1 if there are public transport links, 0 else  0.6186 -0.1056 *** 0.0194 0.8996 

1adult 1 if single adult household, 0 else 0.3085 -0.1137 *** 0.0207 0.8925 

UScit US citizen dummy 0.8172 -0.1196 *** 0.0232 0.8872 

sex 1 if male, 0 if female 0.5661 -0.1493 *** 0.0180 0.8612 

logzinc Log of household annual income 10.6092 0.0150 * 0.0093 1.0151 

hhage Age of householder 47.2603 0.0171 *** 0.0005 1.0173 

condoN 1 if condominium or cooperative 0.0686 -0.0638 * 0.0353 0.9381 

Build Year unit was built 1968.513 0.0004 *** 0.0004 1.0044 

noiseN 1 if noisy neighbourhood, 0 else 0.0339 -0.6371 *** 0.0488 0.5287 

greenN 1 if green places available, 0 else 0.3225 0.2026 *** 0.0187 1.2246 

Badper 1 if people in neighbourhood are bothersome 0.0471 -1.2058 *** 0.0425 0.2994 

commrec Community recreational facilities 0.3405 0.2250 *** 0.0188 1.2524 

Crimean 1 if neighbourhood has neighbourhood crime 0.1879 -1.1389 *** 0.0234 0.3201 

Drshop medical office/comm. store on property: 0=do 

not know, 1=yes, 2=no 

1.2886 0.0863 *** 0.0120 1.0901 

Eaban 1 if abandoned/vandalized bldgs within 1/2 blk 2.9437 0.3406 *** 0.0221 1.4059 

eaptbl 1 if apartment bldgs within 1/2 block of unit 0.3285 -0.2952 *** 0.0244 0.7443 

Ecom1N 1 if business/ institutions within 1/2 block 0.2741 0.0225  0.0227 

 

1.0228 

Ecom2N 1 if factories/other industry within 1/2 block 0.0348 -0.1704 *** 0.0495 0.8432 

emidN 1 if apt bldgs 4-6 stories within 1/2 block 0.0322 0.1736 *** 0.0506 1.1896 

Epark 1 if parking lots within 1/2 block of unit 0.2692 -0.0684 *** 0.0243 0.9338 

roadN 1 if roads within 1/2 block need repairs 2.6073 0.2930 *** 0.0147 1.3404 

etransN 1 if rr/airport/4-lane hwy within 1/2 block 0.1371 -0.1268 *** 0.0262 

 

0.8808 

 Estimated cuts:      

 Cut1 - 5.6614  0.843 5.6614 

 Cut2 - 6.3056  0.842 6.3056 

 Cut3 - 7.0049  0.842 7.0049 

 Cut4 - 7.5771  0.842 7.5771 
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 Cut5 - 8.7287  0.842 8.7287 

 Cut6 - 9.3051  0.842 9.3051 

 Cut7 - 10.2248  0.843 10.2248 

 Cut8 - 11.5193  0.843 11.5193 

 Cut9 - 12.3254  0.843 12.3254 

 Diagnostics:      

  Log-likelihood                       -75619.778 ***    

 LR (Chi2) 9415.44 ***    

 Pseudo R25 0.0586     

Symbols: ***significant at 1%. **-significant at 5%. *- significant at 10%. 

 

The last column of the table contains the odds ratios of the estimated coefficients. We use these values to 

give an interpretation of results. 

Coefficient for UScitizen dummy is the proportional odds ratio of comparing American citizens to other 

citizenships on the hown scale given the other variables in the model are held constant. It means that for the 

American citizens, the odds of high hown versus the combined middle-low hown rankings are 0.8872 times 

lower than for non-American citizens, given the other variables are held constant. Similar conclusions hold 

for: males when compared to females; families that live in the city centre when compared to families that 

live in suburbs; families living in condominium as compared to households living in independent units; noisy 

residential areas when compared to more silent quarters: Moreover, residential areas in which criminal 

episodes are noted frequently are less likely to be positively evaluated, as well as those in which people are 

considered to be bothersome, the quarters in which there are factories, airports, or too many buildings with 

apartments. 

On the contrary, the odds of high hown rankings versus the combined middle-low hown rankings are 

1.0151 times higher for the rich families as compared to the poorer ones. In the same sense goes the 

interpretation of odd-ratios in correspondence of variables: age, year the unit was built, presence of green 

spaces, presence of community recreational facilities and medical services, and the existence of  institutional 

buildings, abandoned buildings or middle-low buildings of apartments and roads. 

It is interesting to note that the presence of parking lots in the neighborhood has a negative impact on the 

neighborhood evaluation, being perceived as feature contributing to the destruction of  the “aesthetics” of a 

quarter. Remark also that the coefficients of log-income and the condominium dummy are only statistically 

significant at the 10% level, whereas the presence of institutional buildings has no significant impact on the 

ranking of the neighborhood quality. The high value obtained for the log-likelihood function (-75619.778) 

demonstrates a more than satisfactory goodness of fit of the model. 

Let us present some remarks concerning the results presented by Lu (1999). The author obtains the same 

coefficient for age and no significant results for sex. He obtains significant results for the single-member 

dummy and an additional dummy called single-parent. In our view these two regressors are correlated and 

thus, they need not to be included in the same equation. The author also finds that the home ownership, the 

race of the householder, the education, being located in the Midwest and South of US Census regions, and 

the presence of public housing influence significantly the residential satisfaction ranking. However, the 

author does not investigate upon the role of amenities in the neighbourhood as we did, by using variables 

such as: the presence of green spaces, the noise level, criminality, recreational facilities, and so on. 
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5. Conclusions 

 

In this paper we presented results obtained from the analysis of neighborhoods ranking in the 

metropolitan areas from the US with more than 100,000 inhabitants. Using data from the American 

Housing Survey for the year 2000, we estimate an ordered logit model to explain the neighborhood 

quality adjustments in the American metropolitan areas and what are the factors that contribute to the 

household residential satisfaction. Results show that the neighborhood subjective evaluation varies with 

the householder income, sex, age, number of family members and residential location with respect to the 

city center, whereas the objective evaluation is explained by the presence of neighborhood amenities 

such as green areas and parks, shopping malls, access roads and public transport, medical services, 

noisy levels and criminality.  

Aesthetic factors contribute to the residential satisfaction as well: the presence of parking lots, the 

existence of abandoned buildings or airports. Household characteristics as the number of household 

members and their activities, dwelling characteristics such as the year it was built and the quality of the 

surrounding environment defined by the presence of shops, access links to the city center, recreational 

facilities, low levels of noise, green spaces and the type of surrounding buildings are significant 

attributes that influence the ranking of neighborhoods. Their impact on mobility and location of 

dwellings is relevant; it can be measured with the scope to obtain reliable recommendations and plan the 

community development using efficient methods of public policy and social welfare planning. 
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Abstract: Since the beginning of capitalism it has been pointed out that excessive egotism harms the common 

interests. In the middle of 20
th

 century the morale decayed considerably both in society and economy. On the 

threshold of this century a series of business scandals occurred in the USA and Europe as a consequence of 

fraud of the top managers in the renowned businesses. Capitalism based on market succeeded in a certain 

period but also showed its weaknesses and negatives. Speculation and inhumanity became its attributes. The 

basis of that civilization lies in morbid money orientation. It underlines the most extreme forms of individualism. 

Consequently the big social differences among people are aggravated and may result in social shocks. People 

have the right to live in decent conditions. This situation calls for a radically different market economy and 

capitalist model. The changes in its development require many authors. 

 

Key Words: market economy, moral values, business scandals, top managers, American capitalism model, 

individualism, human one-way profile, social differences, new market economy and capitalism paradigm 

 

 

1. Introduction 

The USA and other advanced countries in the middle of the 20
th
 century witnessed dramatic changes in 

social values, i.e. the moral decay and the culture underlying the most extreme forms of individualism. 

According to some conservative authors the decay in society is a long-term process [22, p.13]. As a 

consequence of unilateral economic view of life people changed and adopted consumer-like values. The 

unilateral man deprived of humanistic substance and with incidental vices was being created.  

Excessive preference of egotistic interests enslaved many businessmen, managers and other authorities, in 

other words it caused degeneration of ethical standards and consequently led to ongoing financial and 

economic world crisis. 

These negative manifestations are the sequel to the existing deformed and inhumane paradigm of the market 

economy and capitalism. 

Ethical values are the most significant of all corporate culture values. Having a sense of ethics is also an 

essential virtue of a manager. The issues of being right and just are going to be much more important in the 

future than it was before, especially for big businesses and their managers because their decisions may 

influence many people. 

The only alternative to overcome this moral decay is turning back to the real ethics respecting human values 

that means the come-back of the genesis of humane mission of economy and economics and the creation of a 

new market economy and capitalist model. 
                                                           
1 This paper was written for grant VEGA 2/0206/09 Súčasné trendy vo svetovej ekonomike a znalostná ekonomika 
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2. The approach of A. Smith and B. Mandeville towards moral sense of the 

entrepreneurship 

We usually take for granted that the complex system of modern market economy knowledge was developed 

in 1776 by Adam Smith in his Wealth of Nations. Some authors argue that this work should be interpreted in 

connection with his Theory of Moral Sentiments published in 1755 and not forgetting the fact that Adam 

Smith wrote a new chapter on the Character of Virtues at the end of his life (he died in 1790) because he 

considered as important to reinforce again the significance of strong moral habits for the society that wants to 

be entrepreneurial and decent at the same time [13]. In the article published in the German journal Spiegel 

and in Hospodárske noviny (Economic paper) we can read: 

“In profit-loving people, their egotism and animal-like instinct to have more than their neighbours Smith saw 

the decisive engine of capitalism. But at the same time he realized that capitalism must be harnessed because 

too much egotism harms the general interests. He complained of a shared passion to steal and the monopoly 

spirit of manufacturers and pronounced the suspicion that they as conspirators haggle about how to keep the 

prices up and wages down. Therefore he made demands for ‘coalitions’ that is trade unions and laws which 

would prevent self-love from turning into selfishness” [10, p.16]. 

When interpreting the opinions of Adam Smith we face a certain controversy about which Dagmar Smreková 

writes: “The problem that the theorists analyzing Adam Smith’s work called ‘the Adam Smith’s problem’ 

lies in an evident variance between the key term in his Theory of Moral Sentiments, that is sympathy, and the 

central term in his Wealth of Nations, that is self-love” [3, p.271]. 

Further, she argues that A. Smith… “from the first pages of his Theory of Moral Sentiments presents himself 

as a theorist of the nature of sympathy while not neglecting the importance of a certain degree of self-love 

that is a rationally controlled interest in one’s own advantage. For Smith the respect to the wealth without 

worth and virtues is unacceptable and condemned… we can say that Smith refuses ‘dirty money’…, he 

criticizes the storing up of money which does not serve to meet the natural needs only to satisfy vanity and 

excessive luxury”. [3, p. 278]. 

When discussing the birth of market economy philosophy we come across the opinion that the formal father 

of the modern economic idea of invisible hand is not Adam Smith, but Bernard Mandeville (1670 – 1733), 

the British philosopher and writer. In his controversial work The Fable of Bees or Private Vice, Public 

Benefit he uses allegory to show that egotism and other amoral behavior is not only necessary but also useful 

and that more vices lead to greater wealth [20]. 

To this effect Milan Zigo argues that B. Mandeville “develops the idea that the morality harms the society … 

As an advocate of the utilitarianism based on the principle of egotism… he scrutinized the economy of early 

capitalism of the free market… and arrived at the conclusion that vices as luxury, vanity and revelry 

similarly as profit-loving, greed, ruthlessness, etc detested by the then moralists … may be of great 

advantage for society because they enhance trade and industries as well as the whole society” [3, p. 261]. 

For many entrepreneurs and managers, as well as other prominent persons these ideas became more 

attractive than proclaiming and keeping moral principles and humanistic principles, as it is evident from the 

recent development of economy in the USA and other advanced countries. 
 

3. Moral degeneration of top managers 

Running businesses, especially big ones, is a responsible job often very stressful. Many managers who 

entered the scene after the managerial revolution have formed a special interest group differentiated from the 

owners’ and at the same time pursuing different targets. They contributed, to a high degree, to the prosperity 

and growth of firms. There are, however, many who influence the advancement of firms in a negative way. 

The boom of the American economy ended in the second half of the 1990’s. Francis Fukuyama in his paper 

published in 2008 is writing: “…The US economy deviated from its trajectory and is falling deep into chaos.  
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There is a danger that it might drag down also the rest of the world. The American model pursuing the ‘less 

control’ dogma is responsible for this situation…” [7]. 

The American firms and even the market leaders noted for their high profits started to strive for survival. The 

era of corporate scandals came into existence. It was started by the American dream – Enron, once the 

biggest energy corporation and the seventh largest in the USA when in the last decade of 2001 it fell from 

Wall Street top position. Its collapse deprived the shareholders of more than 60 billion dollars. 

The further scandals followed revealing the fact that top management evidently robbed their own 

corporations no matter the interests of shareholders or employees. Adelphia, the sixth biggest cable network 

operator in the US, World Com one of the biggest US telecommunication companies, Lehman Brothers, the 

fourth biggest investment bank in the USA followed, just to mention a few. 

The biggest crook was Bernard Madoff who was accused of the fraud of more than 60 billion dollars in the 

pyramid game Ponzi. And he has followers. Dirty practices afflicted Europe as well. In Italy it was a 

foodstuffs giant Parmalat which shook Europe in December 2003. The corruption wave flooded also German 

firms, Volkswagen, Siemens and some others. Cheating was revealed also in a huge French corporation 

Vivendi Universal referred to as the French Enron. 

Found in the survey of consulting company Pricewaterhouse Coopers /PwC/ nearly half of all world 

companies in 2005 (3,634 from 34 countries) fell victim of fraud between 2003 and 2005. The number of 

companies that reported fraud rose by 22 % in 2003 [27, p.15-16].  

The perceived problem is dealt with also in the article published in Der Spiegel: The collapse of syndicates 

“…not caused by economic processes or unpredictable market fluctuations. Only sharp practice and 

speculations taking place in the boards of directors are to be blamed. 73 years ago and today as well, all 

control mechanisms and laws failed to protect investors from fraud and lies" [10, p.6]. 

Bankrupt enterprises that used to be the pillars of economy were run by the managing directors, who once 

were the stars in their lines of business. New rules in the game of supra-capitalism brought new conditions 

based on maximizing short-term profits. Their main interest was not a long-term growth of business, but a 

theatrical performance and a sort of financial exhibitionism and a costly standard of living. The new ‘elite’ 

scented the government rules as uncomfortable chains. 

Joseph Stiglitz, who was awarded the Nobel Prize for economy wrote about those ‘remarkable’ 

entrepreneurs: “In recent years the financial markets have become one gigantic casino for the rich where the 

affluent players could afford to lay bets worth billions …Those hazardous millionaires did not bet only their 

own money, but money of other people were at stake. They jeopardized not only the financial sector, but also 

the whole economy. And we all are victims” [27, p.28].  

The scandals at the managerial highest levels evoke many questions, especially one: why they behave like 

that. 

The diagnosis of the German psychologist Peter Fridrichs published in the daily Die Welt was: “Those 

people have the narcissist – egocentric personality … Top managers suffer from an extreme overemphasis of 

their selves. But their sensitive perception is very poor and they rate themselves only through their fortunes”. 

In other words their recognition does not ensue from what they do but from what they get.  

Their power and feeling of dauntlessness in terms of the slogan nobody can harm me and I can afford 

anything only add to their security [27, p.16]. 

The consulting company Pricewaterhouse Coopers in its survey lists the following reasons of fraud (% of the 

number of detected cases): 

1. Stimuli: costly standard of living 39%, discontent with the firm 14%, disappointment with the course 

of career 14 %. 

2. Opportunities: insufficient control 41%, cooperation with the outside 36%, lack of interest on the 

side of management 25 %. 

3. Other reasons: unawareness of making mistakes 52%, failure in resisting temptation 50 % [27, p.15]. 

Top management lost the credibility in the public. The Economist, the British weekly stated that many 

people consider the top managers as greedy and earning much money, far from being hard-working, able and 

honest kind [26]. 
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Approximately 87 % Americans are convinced that the majority of top managers get salaries much higher 

than deserved. The salaries of the top representatives of the firms have been rising disproportionately in 

recent years, particularly in America. While in the 80s of the last century the average income of top 

managers in leading American companies was 40 times higher than the average wage, in 2003 this difference 

mounted to as much as 400-fold. Despite the fact that profits and value of shares were falling, the average 

annual increase in salaries of top American managers was 6 % [26]. 

The high salaries of the top management distress not only the shareholders and employees but in the long run 

they jeopardize the prosperity of society.  

Another cause of indignation is a ‘golden handshake’ or high compensation packages for laid-off managers 

so most of them do not suffer any financial loss, on the contrary they gain on it. 

Despite the fact that the USA is the richest country in the world, the distribution of income is least balanced 

when compared to other countries (Australia, Canada, Israel and six European countries). The concentration 

of wealth is much bigger than in any other advanced country.  

The high deficit of moral virtues in management exerts a big influence upon particular economies, their 

functioning and outputs. 

“I dare to predicate that the gap between economics and ethics gradually pauperizes modern economics. 

Economic science could reach better results if it paid bigger and more explicit attention to ethical 

considerations which form the human behavior and decision-making” wrote Amartya Sen [23, p.18-19]. 

The series of business scandals in the USA gravely damaged its reputation as the big power. It also resulted 

in “serious doubts about the economic system whose emblem was American capitalism and everybody 

wanted to imitate it. There is no doubt that the American model lost its status of the ideal model economy. 

The vision of a beautiful new world has turned into caricature. A wild capitalism with the rule of law of the 

stronger emerged… It was proved again that the biggest enemy of capitalism is capitalism itself.” [10, p.16 – 

17]. 

The recent developments in the most advanced countries must serve as memento for post-socialist countries 

not excluding Slovakia that charmed by liberalism within the transformation process along with dirty 

practice seriously impaired and trod down the fundamental ethical principles in business and society and all 

spheres of our lives. 

In Der Spiegel we can read: “After the fall of the Soviet dictatorship the radical market theorists, such as 

Jeffrey Sachs, American economist, exported their ideas into Russia and thus laid the foundation stone for 

new gangster economy. Capitalism deprived of the rule of law cannot exist…” [10, p. 17]. The same holds 

true about the former Czecho-Slovakia. 

We can agree with the ideas of Daisaku Ikeda, a renowned Japanese personality, pronounced in his essay to 

honour John Kenneth Galbraith, the world famous American economist and ex-professor at Harvard 

University, and their encounter when writing: 

“The real mission of economics is to support people... If we forget people, economics looses its raison 

d’être”. He recalls Galbraith saying: “Economics is a tool, a weapon to materialize the happiness of human 

beings”. And D. Ikeda added: “I am of the same opinion. Economics cannot be used to create disparities 

between the rich and the poor”. [11, p. 19]. This trend is very dangerous because it may lead to a huge 

catastrophe of the civilization. 

It proved necessary therefore to design such a model of society and economy that would respect both 

rationality and humanity. 

 

4. The challenge for the creation of a new market economy paradigm 

We are approaching the end of one stage of human society development, that is the second wave of 

civilization and we are preparing for future life in the third wave. The period we live in is very complicated, 

when many phenomena intrinsic to our being are disappearing while the new ones have not emerged yet to 
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take their position. Under such circumstances, however, we witness the fermentation of creative thinking and 

search for alternatives.  

We should be aware of and take into consideration the ideas of Charles Handy, professor at London Business 

School, who is appreciated as the greatest British philosopher of entrepreneurship who claims that “we 

cannot look towards the future as the continuation of the past. The things that helped you to get where you 

are, are rarely identical with the things that can keep you there. We should observe the future as a series of 

discontinuities and learn how to consider this reality to be logical” [16, p. 38]. He further argues that “the 

only way how to interpret the future in companies, in society and in your own lives is to seize it and not only 

to react to it” [16, p.39]. When discussing the future we face the cardinal problem that is the concern of many 

professionals and politicians and that is the future paradigm of capitalism. 

Rowan Gibson, the editor of the quoted book on the future raises the same question: “What is the matter with 

capitalism itself? What happened to that marvelous avenue to progress and prosperity as we used to think? 

Where does it lead us? And why are we so anxious to get there? What is the impact of this race on our lives, 

local communities and the environment? These are inappropriate questions because we are living in troubled 

times. Looking towards the future we are far from being sure where we are going and how we will get there" 

[16, p.20]. 

In his book Capitalism, Socialism and Democracy (New York, Harper, 1942) Joseph Alois Schumpeter, the 

famous economist, defines capitalism as an inherently efficient, stable and dynamic system. But he did not 

believe that it could survive. He claimed that the great success of capitalism would result in such social, 

political and cultural circumstances that would bring about its end. The prosperity would lead to the changes 

in the structure of society and these will make the society more vulnerable [4, p. 216, 218]. 

Sixty years after the publication of Schumpeter’s book Günter Grass, the writer who was awarded the Nobel 

Prize for literature in 1999, said in the interview: 

“… I am the man for whom nothing is sacred, nor neo-liberal capitalism which after the fall of communism 

behaves as if it had been freed from the chain and pretends to be infallible…It began to act on behalf of the 

globalization, … it is getting mad and imitates the exploitation of the 19
th
 century. Communism boiled in its 

own gravy. The same will happen to capitalism that at present undergoes the process of self-destruction. It is 

shocking because we have no idea what comes after” [13, p. 2]. 

Free market is a component of the freedom of society but at the same time a very important tool to reach 

economic prosperity. But all its alternative solutions failed so far. Capitalism based on the market succeeded 

but also revealed serious shortcomings and negatives. Capitalism in its present form has failed. 

Michel Rocard, the former French Prime Minister and leader of the Socialist Party, brings evidence that the 

living standard in between the Roman Empire and the Great French Revolution hardly doubled. But today it 

is 150 times higher. The market system was extremely successful after the World War II when within the 

course of 30 years the economic growth in advanced countries was continuous and rapid, employment full 

and long-term and there was no financial or economic crisis. The standard of living increased nearly ten 

times. 

The author at the same time claims that capitalism is cruel. He points out at its beginnings when people were 

forced to work for 17 hours a day, without days off and without the right to pension. After some gradual 

arrangements and provisions the inhumanity of the system was softened.  As for the present crisis, he states 

that its origin is in the decrease of the purchasing power of the middle and lower classes as well as the crack 

of the speculative bubbles caused by the greed of the rich craving for more and more money. According to 

his opinion capitalism reliant only on the market is unstable. Therefore we need such a paradigm in which 

practically everybody will gain [18, p. 7]. 

Lester Thurow, famous professor at the Massachusetts Technological Institute, has also addressed the issue. 

He gives the following reasons for the necessity of the change: The capitalist system in the form as it was 

applied after World War II came to a logical end.  

At present it is rather difficult to envisage what will function. It will be capitalism but capitalism of a very 

different kind. One cannot exactly say what works in the world managed by intelligence unlike the world 
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that was governed by the steam engine. Nobody knows what is efficient in the world capable of an 

immediate global communication. 

The threat that capitalism is to cope with is not any other ‘ism’. It is some decay in peripheral regions of the 

countries that sooner or later will attack their nucleus. In this respect we can point at Catalonia, the Basque 

region and other countries and at the fact that there will be poor and some rich economies, which cannot 

function in the long run [16, p. 223, 229, 230]. 

The facts prove that there are deep social differences between inhabitants in different countries, even among 

the citizens within the rich economies. According to ex-President of the World Bank (2003), it is not fair 

when 80% of the population have access to 20% of the world production while with 20% of the rich it is 

80% of gross world product. The UNO 2006 survey reveals that only 2% of people have more property than 

half of the mankind.  

Some leading world representatives are convinced that if these disparities will continue and the wide 

participation of citizens in the economic growth is not ensured, we will have to face social shocks and even 

violence. Robert. J Shiller, the professor of economy at Yale University quotes Albert Alesin and Robert 

Perotti who brought evidence that with some other factors being considered, the countries with big 

differences tend to have higher social instability, rated by the number of politically motivated assassinations 

or the number of people killed in mass violence [15]. 

Niall Ferguson, a historian lecturing at Harvard University, lists three factors that in the past century led to 

organized violence. These are: ethnic conflicts, falling empires and economic instability. All three are 

present also in today’s world. Economic instability is accompanied by the financial crisis with destructive 

impact. Consequently, he claims, that the era of the revolt in the world has begun [6].  

Many authors from different walks of social life find connections between the present economic crisis and 

inhumanity of the existing market economy model, i.e. the present capitalism paradigm.    

Daisaku Ikeda, the Japanese President of Soka Gakkai International submits some suggestive ideas: “The 

main cause of the crisis has its origin in a wild dominance of speculative financial activities, the scope of 

which is estimated in varied ways, even as a quadruple of the cumulative world GDP value. The financial 

market whose genuine function is to support and enable other economic activities, is in the centre of action. 

The dealers and entrepreneurs who pursue only incomes and profits, very often without considering the 

interests of others, have become celebrated stars of this era. Unrestrained parsimony of the current 

capitalism is a clear proof. The ongoing crisis is deeply rooted in the evil orientation at the abstract and 

inessential  phenomenon of wealth, that is money. It is a pathological foundation of a given civilization” [12, 

p. 10]. 

According to D. Ikeda finance-oriented globalization created a great number of such people. To a less or 

more considerable extent we all have become homo economicus, unable to appreciate any values but money. 

Such a person is a product of a vector that is the inner value of capitalism. [12, p. 13, 14]. 

The author claims further that prevalence of monetary interests underlines the negative aspects of capitalism. 

Therefore it is obvious that free competition and market that were to solve all the problems lost the 

credibility. 

In conclusion he says that people have the right to live in peace and humane conditions. The foundations of 

life cannot be destroyed as a result of ‘tsunami’ which is unpredictable and out of the sphere of control. He 

believes, however, that governments will reinforce coordination of fiscal and monetary policies using their 

common sense and will implement quick and appropriate measures to stop further worsening of the situation 

[12, p. 5, 10]. 

The attitude of nations to capitalism is reliant on culture as it is manifested on the example of Russia in the 

interesting but polemic article by Viktor Jerofejev, the writer living in Moscow, published under the title 

‘Why don’t the Russians like capitalism?’ He reasons as follows: 

Capitalism in Russia did not have good chances. The classic Russian literature kept it under heavy fire of 

anger and disdain from its very beginning. The first decrees on the restoration of private ownership in the 

90’s were enthusiastically welcomed by the intelligentsia. But after the shock therapy and an expressive 
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criminalization of a newly-born paradigm of capitalism, the enthusiasm immediately evaporated. The 

majority of the Russian population shocked by liberal reforms shed tears after socialism, though stagnating. 

The reason why the Russians do not like capitalism stems, according to the author, from history and the 

Orthodox morality of the nation that considers life to be sinful and governed by the Devil’s power. 

Resignation and rejection of the philosophy of success and private initiative are the heart of the matter in the 

traditional Russian ideology. 

Though this reasoning ensuing from the given ethical basis is in principle justified, the arguments do not give 

a true picture of the origin of Russian aversion to capitalism. In our opinion the negative attitude does not 

imply this economic system as a whole but only its extreme liberal or fundamentalist market economy 

without the humane substance and which in Russia is connected with criminality. The author himself claims 

that Russia defended the future of capitalism, but with the difference that three powers, i.e. government, 

church and capitalism were tied together. [16, p.28] 

An important contribution to a new view on capitalism with some rational nucleus was submitted by Charles 

Handy. The author claims that “the target of communism was the idealistic vision of equality and prosperity 

for all … but without the mechanism to reach this target. Capitalism, on the other hand, is the mechanism 

but it seems it lacks the target. Is it only to get rich or is there anything else essential for life? It seems that 

even after we gained fortune, we are rarely satisfied. The very heart of capitalism was attacked by malignant 

cancer. There is no aim to inspire the people”. 

According to him in the first stage of creating a new image of capitalism it is urgent to make clear what it is 

all and whom it is to serve. The answer that it serves those who finance it, that is shareholders, is not 

adequate and sufficient both from the practical and moral aspects. We must keep in mind that it is 

intelligence, i.e. brains and abilities of people, which is a new source of wealth. 

Who in the era of intellectual capital is the owner of capital? Not shareholders. Key employees of the 

enterprise are the owners of intellect. We can never own other people. It means that the model based on the 

premise that an enterprise is the ownership of people who finance it and that people working there are only 

tools of the owners, does not fit the age we live in and will not fit the future either. 

The law must be altered in such a way that financiers will be only financiers and not owners. They should 

possess the right to have a due and reasonable return on their investments. At the same time it is necessary to 

reassess new assets and to what extent they can influence the running of the enterprise and the form of 

ownership. 

We need a more rightful and fair balance of power. We must give more rights to people working in an 

enterprise. In the economy of the future, where intelligence will be property, we will have to watch if 

everybody has the right to own that part of assets and fortune they contributed to [16, p.43, 44]. 

Very courageous of the new economic model conception, which is called economic democracy, has 

developed David Schweickart, professor at Loyola University, Chicago. The basic pillars or attributes of his 

project are three, the second of them is identical with contemporary capitalism. They are: employees’ self-

government, market of the goods and services and investment control. 

The core of this future economic model, it means of the economic democracy is employees’ self- 

government, which is expecting, that the enterprises will be controlled by the employees working in them. 

That concerns the control of the enterprise activities and its distribution. [19, p.18] 

The proclamations of high political representatives of some advanced countries (the French President, the 

German Chancellor) underline the assessment of negative attributes of the hitherto paradigm of market 

economy and consequently the so-called pure capitalism too. After the encounter with the financial crisis 

they come up with the project of the ‘moderate capitalism’. Others argue in favour of the modernization of 

the capitalist system. 

Jan Werner Müller, the professor of political science at Princeton University wrote: The projects are not an 

absurd idea. There is a long and respected tradition of catholic social philosophy. To take this message 

seriously would call for much deeper change of capitalism than the Christian democrats are ready to 

consider, together with the redistribution of ownership and mechanisms which would ensure the employee 

participation in management [15]. 
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The German Trade Unions recently suggested that the employees of car industry (Opel, Daimler, 

Volkswagen) share the capital and become the co-owners and have more decision-making power.  

This is the proof that the call for ‘moderation’ of capitalism is not only the fabrication of dreamers, but an 

urgent requirement. 

 

5. Conclusion 

Two Nobel Prize winners for economics, George Akerlof and Joseph Stiglitz published inspiring ideas. They 

write: “World has been run by one philosophy for three decades and now we have to pay the price in the 

form of economic crisis… One part of economists designed models based on fully functioning markets… 

But there is a deeper variance among economists than people realize. Some other economists argue that 

markets are not regular, efficient or stable. Many interesting ideas are interdisciplinary and come from 

psychology, political science and sociology. Also economic history provides an instructive information and 

advice”. [1, p.27]. 
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Abstract: This article deals with how Nikoloz Pirosmani depicted Georgia’s food and drinking culture in his works. 

Pirosmani is today acknowledged as the great national painter of the nation, however during his lifetime he was poorly 

known and died as a very poor man. The author studies the paintings by Pirosmani’s hand purely from a food and 

beverage perspective and not from an art critics point of view. The author discusses in the end of the paper the different 

possibilities of why Pirosmani chose to depict Georgia’s food and drinking culture as he did.  

Key words: Georgia (the nation), Nikoloz Pirosmani, painting as sources to food and drinking culture, statistics, 
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1. Introduction 

 
This article deals with how Nikoloz Pirosmani depicted and saw the Georgian food and drinking culture. The 

article will start with the sources used followed by a description about Pirosmani and his life and finally a 

section about Pirosmani’s art and paintings. The text ends with a closing discussion about the result of the 

analysis of Pirosmani’s work and the results will also be compared with the author’s own experience of the 

food and drinking culture in Georgia. It is important to understand that the author of this paper has no 

intention of making any criticism of Pirosmani’s artwork as in the terms of art criticism. The paintings that 

have been left behind and are acknowledged as being by Pirosmani’s hand are used as primary sources in 

order to find out how the painter saw his own country’s food and drinking culture. 

 

2. Sources 

 
Since most of the research that has been done regarding Pirosmani and his work has been carried out by 

Georgians most of the research has also been published in Georgian. My insufficient knowledge in the 

Georgian language means that the language barrier makes it impossible to read the books in Georgian. 

However there has been some attempt to present Pirosmani and his work in English and some new 

publications have been published in three languages, namely Georgian, Russian and English. There are also 

some websites dedicated to Pirosmani in English. Due to the language barrier I have chosen to use four 

books that deal with Pirosmani in English, they are the following; Pirosmani
2
, Niko Pirosmani

3
, 

                                                           
+ Corresponding author:  Ulrica Söderlind, ulrica.soderlind@ekohist.su.se . 

 1 The artist birthname was Nikoloz Pirosmanashvili, however he has been known by the shortname, Nikoloz Pirosmani or Niko 

Pirosmani (without  author, Pirosmani-selected works, Moscow, 1986: foreward). In general when Georgians are referring to the 

artist they only use Pirosmani, so does the authors of the books used as sources for this text. 

 
2 Kobakhidze, Nino (ed), Pirosmani, Tbilisi, without year. 
3 Kuznetsov, Earst (ed), Niko Pirosmani, Leningrad, 1983. 
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Pirosmani
4
and Pirosmani-selected works5. It might seem that using only four books is not enough for the 

purpose of this paper but as will be shown shortly the facts about the painter’s life are scarce and the four 

books tell more or less the same biography and there is not a lot of Pirosmani’s art left for us and the 

artworks are represented in the books used here. 

 

If one puts Niko Pirosmani, Nikoloz Pirosmani or Nikoloz Pirosmanashvili into a search engine on the 

internet a lot of hits shows up and I have gone throw most of the pages and since a lot of them are not using 

any sources for the information I have choosen not to use any of the internet sites as sources for this paper. 

3. Pirosmani’s life – a brief overview 
 

Among the researchers there are different opinions about Nikoloz Piromanashvili’s  birth and death dates and 

the place of his birth. Some say that he was born in 1853 and others say that he was born sometime during 

the years 1865-1866. Some researchers say he was born in the village of Mirzaani in the region of Kakheti in 

eastern Georgia, others say that he was born in Shulaveri after the father Aslan Pirosmanashvili moved from 

the village Mirzaani to work in Shulaveri in the 1860s as a hired hand at Akhverdi Kalantov´s vineyards. 

Aslan brought his already existing family with him to settle down at the Kalamtov’s, the family consisted of 

his second wife Tekle Toklikasvili, the elder son Ivane (Giorgi) and two daughters, one of the daughters was 

born before the move and Nikoloz eldest brother Giorgi passed away at the age of 15 in Shulaveri and the 

father soon followed. Shortly after the passing of the father Nikoloz the mother fell ill and passed away after 

a short while.
6
 

The researchers also highlight what happened to Pirosmani after his father’s passing away, some say he left 

for Tbilisi before his mother’s death, while others say he left after her passing away. Regardless of which 

Nikoloz and his two sisters were left orphans after the death of both parents. One sister got married and the 

other sister, named Peputsa returned to Mirzaani. The information about Nikoloz’ childhood is scarce but it 

is believed that the boy was taken into the Kalantrov family and they took him to Tbilisi in the mid 1870’s 

and the family treated him more like a child of their own then a servant, he even had his own room. He was 

taught to read, Georgian at first and then Russian and was often taken to the theatre and around this time he 

started to draw. Nikoloz read newspapers and reviews in the family library and listened to conversations 

about politics, art and literature when the family had guests.
7
 

It seems like Pirosmani made his first steps towards independence at the age of 26 or 27 when he started a 

workshop and started to paint signboards along with Georgy Zaziashvili, the business ended in bankruptcy. 

Some researcher claims that Pirosmani left his host family after having fallen in love with a young widow of 

the family and when he told her about his feelings in a letter and when they were not answered by the young 

woman he decided to leave the household.
8
 

After the business had failed Pirosmani accepted a work at the railways as a brakeman. He kept this job for 

three and a half years and because of his self-neglect and the hard working conditions on the platform of 

goods wagons ever open to winds, his health was severely undermined, he left the railways at the turn of 

1893 or 1894.
9
 

After the railways Nikoloz started up a new business, a market for dairy products, milk, butter and cheese, 

first from a barrow and then from a small shop of his own. He decorated his shop with his own signboards. 

As earlier Nikoloz took in a partner into the business and for some time it looked like the business was in 

bloom and very fruitful, however several years later both partners where ruined, this time totally. It is not 

                                                           
4 Chorgolashvili, Mamia, Pirosmani-so life begins with death, Tbilisi, 2011. 
5 without  author, Pirosmani-selected works, Moscow, 1986 
6 Kobakhidze, without year: 10, Chorgolashvili, 2011:138-143, Kuznetsov, 1983: 5. 
7 Kuznetsov, 1983: 6, Chorgolashvili, 2011:144. 
8 Kuznetsov, 1983:7, Chorgolashvili, 2011:145-146. 
9 Kuznetsov, 1983:7-8, Chorgolashvili, 2011:147-153. 
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known for sure whether Nikoloz had a romantic relationship with a French chanteuse by the name of 

Margarita.
10

 

The documentation regarding Nikoloz’ life and whereabouts are scarce after he went into bankruptcy but it is 

believed that he went to see his sister Peputsa in Mirzaani from time to time and built a new house for her. 

Nikoloz’ whereabouts in Tbilisi varied from time to time, it seems like he did not care much where he was 

living, for some time he stayed with his friend Bego Yaksiyev and then he stayed at the places where he 

worked. These places were taverns and restaurants where he worked and painted the walls with various 

motifs, he also painted a lot of billboards for the restaurants and shopkeepers. At times he rented so-called 

lodgings, as a rule a cellar, a cubicle beneath a flight of stairs or a shed. An upended crate served as a table, 

and a few brick-propped planks as a bed. A stump of a candle or a kerosene lamp furnished light. 

Eyewitnesses to his poor homes states that the walls was hanged with his paintings.
11

 

Since there is a lot of uncertainty regarding the painter’s life the researchers are not in agreement over 

whether the artist carried out his work at restaurants and taverns for food and drink, especially vodka in the 

latter case and whether he was under constant intoxication of alcohol or not while he was working. Some say 

that he could not have been, since it would not be possible to paint the way he did under constant influence 

of alcohol. It seems however that he was a poor man that had found his calling and that he painted from his 

heart, mind and soul and did not take a lot of money for his work, he mainly asked the owners of the 

restaurants and taverns to pay what they thought the work was worth, most of the time the payment was low 

and he gave away a lot of his work for free as well. It seems sure however that he got paid in food and meals, 

at least for as long as it took him to finish his work a part from the cost of the paint and other working 

material.
12

  

It seems like Pirosmani’s first official recognition came in 1913 when some of his paintings were exhibited 

in Moscow, and in 1916 there was a one-day exhibition of his works in Tbilisi, it seems like these two 

exhibitions were the only ones during the artist’s lifetime.
13

 

On the other hand, there are different opinions about the birthdate of Pirosmani the date of his passing away 

is also under debate, some say he passed away on the 14
th
 of March 1919 at Aramiants Hospital and was put 

to rest at the Petre-Pavle’s cemetery while others say the day of his passing was the night before Easter, 4
th
 of 

May 1918 at the Mikhailov Hospital and was buried on the 9
th
 of May at the Kukia cemetery, in a separate 

place for unknown diseases. Exhumation works have been undertaken at both the cemeteries twice in order 

to locate Pirosmani’s grave, in 1963 and 1969, both searches have turned to be unsuccessful. Since 

Pirosmani’s grave seems to be lost he has been given a symbolic grave with a memorial in the Mtatsminda 

cemetery. What is agreed upon is that Pirosmani died miserably poor. Pirosmani is today considered to be 

the great national painter of Georgia and has inspired a lot of artists and painters after him such as for 

example Picasso.
14

 After his passing away Pirosmani’s paintings have been on exhibition 76 times between 

the years 1919-2008 all around the world.
15

 

                                                           
10 Kuznetsov, 1983:8, Chorgolashvili, 2011: 154- 173. 
11 Kuznetsov, 1983:10, Chorgolashvili, 2011:174-190. 
12 Kuznetsov, 1983:14, Chorgolashvili, 2011:191-198. 
13 Kobakhidze, without year: 371, Kuznetsov, 1983:315. 
14 Kobakhidze, without year: 11, Chorgolashvili, 2011:211-229, 238. 
15 Kobakhidze, without year: 371-374. 
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Illustration nr 1. Photograph of the artist believed to be taken in 1916. (after Kuznetsov, 1983: 17). 

 

4.  Pirosmani’s art 
 

It is very uncertain how many works Pirosmani produced during his lifetime. According to eyewitnesses that 

claim to have seen a lot of the works that the painter carried out in Tbilisi he could have produced as much as 

two thousand pieces, these reports of the eyewitnesses are of course impossible to verify. Most of the work 

the artist did directly on the walls of the restaurants and taverns are most likely gone forever if there are not 

found under some whitewash when the restaurants or taverns will be under reconstruction. For the moment 

there is no telling in how many frescos that have been lost by the artist hand due to the fact that they were 

done straightly on the walls of the establishments. Up on till this day a little over 200 paintings have survived 

and it might be so that more will come to the surface in the future among the paintings that today are 

considered to be lost. The artist himself seldom dated his own works, there is however an exception in the 

group of paintings between 1916-1917 that the artist himself dated.
16

 

Pirosmani did not have any special schooling and empirically he created and evolved his own style. It seems 

like that one of the sources that inspired the artist was rustic folk arts and crafts of Georgia that was 

transformed into the painter’s colour range, rhythm and spatial concept. It also seems like the artist was to 

some extent marked by the Iranian influences that could be found in Tbilisi during his lifetime. It seems like 

Pirosmani took what inspired him and absorbed it into his own perspective and talent. The tempo the artist 

painted in and which is the second factor of Pirosmani’s style depended not only on the artist creative 

requirements and mentality, but on such purely external circumstances as the need to paint as much as 

possible and consequently to paint quickly. Judging from the few known facts Pirosmani painted with 

fantastic speed. For the smaller portraits he needed about 30 minutes, for the average size paintings 
three or four hours and for the bigger works, he needed but a day or two, it did not take him more than five 

or six days to paint his epics though they were several meters long and were populated with dozens of 

personages. The speed which Pirosmani painted is considered to be all more amazing in that he never had the 

time to prepare, to give thought to concept, composition and detail, to do any primary sketches and so on.
17

 

Pirosmani used for the bulk of his work Russian or foreign, primarily British factory made oil paints of high 

quality and standard except during the first world war when he was forced to work with white powder colour 

                                                           
16 Kuznetsov, 1983:26. 
17 Kuznetsov, 1983:27-32. 
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which he mixed with frying oil in jars in much the same manner as a house painter. All the artwork is made 

in oil, except the murals which he made in distemper straight onto the stuccoed and whitewashed wall devoid 

of any special treatment to ensure permanence. He also used oils when decorating window panels. It is hard 

to say if he used wooden panels for support, there is nothing to suggest that he did. Most of the very few 

paintings done on an ordinary primed canvas were produced at an earlier stage, which shows that though 

Pirosmani was familiar with canvas and could obtain it, he rejected it for certain practical reasons, painting 

mostly on sheet iron, oilcloth and cardboard. All of the painter’s signboards as well as two of his still life 

were painted on sheet iron. Though able to withstand heavy pressure the thick roofing iron used was 

powerless against corrosion which gradually eroded the paintings. Due to the erosion of the signboard the 

shop and restaurant keepers preferred to have new signs painted on an old one that had been scraped clean. 

During war times privation and ruin some of the signboards were torn down to make stovepipes. Pirosmani’s 

own favorite medium was the black oilcloth that was not cheap. The paintings on oilcloth have survived not 

only because the paints were of top quality and so swiftly applied without any overpainting, but also because 

the oilcloth’s chemical composition  is very similar to that of oils.
18

 

In many of the artist’s paintings the black of the oilcloth was even integrated into the picture itself. In such 

cases, either slightly touched up or not at all, it serves to bring out details that were to have been painted 

black in the first place. This represents a peculiar manner of what can be termed as topsy-turvy painting, not 

in dark colours on a light background but in light colours on a dark background. The colour frame Pirosmani 

used might seem to be narrow; sometimes he used five or six colours in a painting, sometimes only three. In 

general it can be said that Pirosmani’s total palette consisted of cobalt blue, ultramarine, zinc or lead white, 

chromium oxide, pale ochre, cadmium yellow, strontium yellow, cadmium orange, English red, green, umber 

and black. 
19

 

It is under discussion how many of Pirosmani’s paintings have survived, but at least 217 have been attributed 

to the artist, apart from these 217 paintings there are other paintings that are under scrutiny if they are made 

by Pirosmani or not.
20

 In the following I have only used the 217 survival paintings that have been attributed 

to the artist and not those that are still under scrutiny. Besides the remaining 217 paintings there is also an 

existing inventory of paintings believed to be lost today, their number is 57.
21

 

Graph 1. The number of representation of foodstuff and categories in the 217 official Pirosmani paintings 

that remained up to this date. 

 
Source: Kuznetsov, Earst (ed),Niko, Pirosmani, Leningrad, 1983: 278-311. 

                                                           
18 Kuznetsov, 1983:33-34. 
19 Kuznetsov, 1983:36, 42. 
20 Kuznetsov, 1983:278-311, Kobakhidze, without year:344-353. 
21 Kuznetsov, 1983:278-311, 314. 
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Graph 1 shows the number of representations of foodstuff and the categories in the 217 official Pirosmani 

paintings that remained, out of the 217 paintings 71 of them have depictions of foodstuffs in them. The 

foodstuffs have been divided into the following categories; milk, chicken/birds, meat/animals, wine, grapes, 

sugar, tea, fish, drinking, dining, fruits, eggs, cakes, waterbarels, cook, mtsvadi, bread, pumpkin, nuts and 

vegetables. The depictions of wine and wine drinking are most frequently represented in the paintings with a 

little more than 30 times, depictions of drinking and dining follow closely after wine. Chicken/birds and 

bread are also in the top of depicted foodstuff by Pirosmani. Followed by foodstuff such as grapes, fish, 

vegetables, fruit, cakes, meat/animals, egg, pumpkin, milk, waterbarells, mtsvadi, nuts, beer, sugar and tea. 

 

Graph 2. The number of representations of foodstuff and categories in the 57 paintings of Pirosmani that is 

believed to be lost today.  

 

 
Source: Kuznetsov, Earst (ed) ,Niko, Pirosmani, Leningrad, 1983:314. 

 

Graph 2 show the numbers of presentations of foodstuff and categories in the 57 paintings of Pirosmani that 

is believed to be lost today.  The categories of foodstuff are as follows: Shaslyks (Shaslyks is the same dish 

as Mtsvadi in Georgian)
22

, chicken, snacks, fruit, wine, sugar, tea, fish grapes, drinking, dining and beer. Out 

of the 57 paintings that are believed to be lost today, out of the 57 paintings 14 have depictions of foodstuff 

according to the existing descriptions of the paintings.
23

  

If one compares Graph 1 and 2 there is a difference between the different food categories, in the missing 

paintings fruit and dining is in the lead, followed by wine, drinking, shaslyks, chicken, fish, snacks, sugar, 

tea and beer. As well as for graph 1 and 2 the same painting can have several components of different groups 

of foodstuff in them so each category has been counted separately. There is a difference between the 

categories of foodstuff in the remaining paintings and the missing paintings, there are 21 categories in the 

remaining paintings and 12 categories in the missing paintings. All of the categories in the missing paintings 

are also represented in the remaining paintings except the category snacks. It is not possible from the existing 

inventory of the lost paintings to try to find out what the snacks category existed of.
24

 It is interesting to see 

in the two graphs that sugar, tea and beer are amongst the categories that are the least depicted just once or 

twice. 

 

                                                           
22 Personal communication, BA, Donadze, Paata, 2012-02-11. 
23 Kuznetsov, 1983:314. 
24 Kuznetsov, 1983:314. 
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Illustration nr 2. The signboard painted with oil on thin cloth that says ”tea, beer, lemonade”, one of the few examples 

of Pirosmani’s art that is left for us today where tea and beer are depicted (after Kobakhidze, without year: 220). 

 

As for the categories of egg and cakes, they appear in the same kind of motifs in Pirosmani’s works and the 

overall theme is Easter. The most common combination is red eggs, Easter cake, a table and the Easter lamb. 

One of the remaining paintings with eggs and cakes that differs from the others is Pirosmani’s version of 

Christ’s ascent to Heaven, in the foreground the eggs and cake are in focus. 

 

              
 

Illustration 3 and 4. To the left, one of Pirosmani’s versions of Easter with the lamb, cake, eggs and table and to the 

right the artist’s version of Christ’s ascent to heaven with the cake and eggs in the foreground. A difference between the 

paintings is that on the one to the left there is no wine as it is on the one to the right. The Easter lamb painting is done 

with oil on oilcloth and Christ’s ascent is oil on tin (after Kobakhidze, without year:102, 110). 
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Illustration 5 and 6. Two paintings that in this article have been chosen to illustrate Pirosmani’s way of depicting feasts, 

both paintings are oil on oilcloths (after Kobakhidze, without year:169, 186). 

 

Illustrations 5 and 6 are two paintings that have been chosen for this text in order to show how Pirosmani 

depicted feast and/or dining and drinking. The man holding the fish in illustration nr 6 is believed to be a 

self-portrait of the painter. What is interesting in this context is how Pirosmani chose to lay out the various 

foodstuff on the table or the tablecloth. If one study the compositions of the foodstuff and dishes in the 

remaining paintings Pirosmani’s compositions are very similar to each other in this category of paintings. 

Around the laid out tablecloth on the ground or on the table a group of guests or family members are 

gathered for a feast.  The beverage on these occasions is always wine, depicted either in big kvevris as in 

illustration nr. 6 or in carafe, animal skins filled up with wine or/and from drinking horns. There is always 

bread on the tablecloth and then the various dishes can vary from each other in the paintings in numbers but 

there is always roasted bird (most likely chicken), some form of vegetables (in most cases radishes and 

pumpkins, sometimes cucumbers and spring onions), some kind of fish, mtsvadi (barbeque) and sometimes 

some other meat dish. The selection of dishes and foodstuff by Pirosmani is small and narrow in these 

paintings. All of them are oil on oilcloth except one that is oil on cardboard.
25

 

 

 
Illustration 7. Example of still life by Pirosmani (after Kobakhidze, without year:194-195). 

                                                           
25 Kobakhidze, without year: 53, 104.105, 116-126, 28-133, 137, 140-141. 156-159, 160-167, 234-237. 268-271, 284-289, 300-

305,310-319. 
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Illustration nr 7 is chosen to show how Pirosmani depicted still life. There is not that much still life by the 

artist’s hand that has survived that are categorized as still living, only five. They are made with either oil on 

oilcloth or oil on tin and they differ from each other in size and contents. The still life in illustration 7 shows 

a lot of foodstuff, mostly not processed, such as suckling pigs, birds, different kinds of fish, bodies of smaller 

animals such as lamb, mtsvadi, fresh grapes, pears, radishes but one also finds processed food such as 

sausages and wine in bottles. There is one still life that differs from the others since the depiction on that still 

life clearly is connected to Easter with the red eggs, Easter cake, fish and wine.
26

 

 

                 
Illustration 8 and 9. Paintings that has been choosen for this text in order to illustrate how Pirosmani depicted the 

categories grapes and wine (after Kobakhidze, without year:19, 238). 

Illustration 8 and 9 have been chosen for the text to show how the category grapes and wine are depicted by 

Pirosmani apart from when this category is included in the feasting paintings. Illustration 8 is believed to 

show a glimpse of the artist’s happy childhood before the passing away of both of his parents. From the 

remaining paintings there are 15 that show this category and all of them are oil on oilcloth except two that 

are oil on tin. Most of the paintings with grapes are from grape harvest and pressing the grapes directly after 

the harvest.
27

 

 

5.  Closing discussion 
 
This paper has been about how Georgia’s national painter Nikoloz Pirosmani depicted the nation’s food and 

beverage in his art and the paintings has been studied solely from a food and beverage perspective and not 

from an art critic’s point of view.  Not much is known about Pirosmani’s life since the sources are very 

scarce, research is not in agreement on either his birth or death year, even his grave is lost. Some researcher 

claims that the artist was born in 1853 while others say sometime during the years 1865-1866 and he passed 

away sometime during the years 1918-1919.  

Pirosmani had no schooling in painting; he seems to have been born with a gift for it and started to paint as a 

young man when he was living in Tbilisi with his host family after the passing away of both his parents. He 

started his independent life with a small business with a business partner, the adventure did not end so well 

since it seems like keeping track of the economy was neither of the partners strong side. Pirosmani then went 

on to work at the railway for some years, but did not take care of his health and suffered from bad health 

                                                           
26 Kobakhidze, without year: 108-109, 194-197, 216-219, 325, 344-353. 
27 Kobakhidze, without year:16-19, 44-47,138, 202-205, 212-215,234-237,268-271.284-299.304,322,325-326, 332, 344-352. 



 

ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp. 179 

URL: http://www.reaser.eu      

e-mail: editors@reaser.eu      
 

during the rest of his life. After the railway he once again started up a shop with a partner and this time it 

ended very badly, in bankruptcy. It is not clear whether Pirosmani had any sweethearts, however there seems 

to have been two women in his life that he felt deeply for but it also seems like his affection went 

unanswered from the women and he spent most of his life alone.  Pirosmani mainly survived on his art due to 

the fact the he was asked or offered himself to paint signboards for shops and restaurants and frescos straight 

onto the walls of the taverns and restaurants. It seems like he did not have a fit and certain address in Tbilisi, 

he seems to have either stayed in a room at his employers during the time he was carrying out work and then 

moved to the next one or he rented small drafty rooms under stairs, it seems he was never easy to find when 

people where trying to locate him. 

Regardless of his own poverty Pirosmani did by no means use cheap paint or art material for his work. It 

seems like his employers paid for the material that was expensive foreign oil colours and the black oilcloth 

that he preferred to paint on if he was not painting straightly on the walls of the taverns or restaurants or if 

the employers wanted some other material for their signboards, such as tin. 

Pirosmani did not reach official recognition as a great painter and master until after his death, which is not 

uncommon among painters worldwide. Artists such Picasso and others have found inspiration in Pirosmani’s 

work. 

As mentioned earlier in the text, it is an ongoing debate on how many of Pirosmani’s paintings have 

survived, but it seems that 217 of them have been acknowledged to his hand and at least 57 have gone 

missing that there is an inventory of.  

Graph 3. The different kind of food categories in percentage in the remaining paintings by the hands of 

Pirosmani. 

 
Source: Kuznetsov, Earst (ed),Niko, Pirosmani, Leningrad, 1983: 278-311. 

 

Graph 4. The different kind of food categories in percentage in the paintings believed to be lost according to 

inventory by the hands of Pirosmani. 
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Source: Kuznetsov, Earst (ed) ,Niko, Pirosmani, Leningrad, 1983:314. 

 

Graphs 3 and 4 show the different kind of food categories in percentage in both the remaining paintings by 

Pirosmani and the ones that are believed to be lost. The categories are made by me, maybe someone else 

would have made another kind of categorization for the paintings. Since Pirosmani’s paintings are very rich 

in details most of the paintings contains more than one category of foodstuff, like the paintings of feast 

or/and dining and drinking or grape harvesting. Among the remaining paintings wine is peaking over the 

other categories while the peak in the lost paintings belongs equally to fruits and dining.  

Grapes comes in as number six among the paintings that still remains among us today. I would have thought 

that grapes would have had a higher place since grapes are so vital to the Georgian nation as a whole, 

especially in the wine producing areas of the country. Still today the young members of the families take 

great pride and joy in participating in the grape harvest and the following event of pressing the grapes 

barefooted, I can imagine that it was the same or maybe even more so during Pirosmani’s time period. The 

country itself has a very long history of winemaking, the oldest evidence of cultivated grapes dates to the 

sixth – fourth millienium B.C. (Shulaveri-Shomu Tepe chalcolithic culture). 

Bread comes in as the third category in the remaining paintings and is totally absent in the missing ones. 

Bread is very common in Pirosmani’s paintings, especially in the ones that are depicting feasts or dining and 

drinking. The most common bread that is depicted is what is called tone bread. Even today among the 

Georgians a meal is not considered to be complete if there is no bread on the table, regardless of the number 

of dishes that are placed on the table. The only times when bread is not served is when one eats Khachapuri 

or Khinkali. The tone bread is baked in a special oven called ‘tone’. This kind of oven is designed to provide 

very high, dry heat. Fuel for the fire is provided by charcoal which lines the bottom of the structure. In order 

to produce temperatures approaching 900 degrees Fahrenheit (480 degrees Celsius), bakers maintain a long 

vigil to keep the oven's coals continually burning. At such high temperatures, the bread made in a Tone oven 

develops a very crisp outer layer without sacrificing moistness on the inside, the tone bread is mainly made 

when the customer’s order it. As well as winemaking have a very long history in Georgia, so does bread, 

wheat was found at the same sites as the mentioned cultivated grape pips above. 
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Illustration 10. Detail of Pirosmani’s painting ”making bread”. What is shown here is a girl heating up the tone oven 

before baking the bread, oil on oilcloth (after Kobakhidze, without year:26). 

 

The categories of eggs and cakes are missing in the paintings believed to be lost even if they can be found 

among the remaining paintings. Present here are the red Easter eggs and Easter cakes that accompany each 

other in the paintings together with the Easter lamb in all the paintings except for Pirosmani’s version of 

Christ ascending to Heaven, where there is no lamb, but wine, eggs and cakes. The paintings with the Easter 

lamb have been a subject for the researchers to comment on. Georgia was one of the world’s first Christian 

countries, and dates such as 337 A.D. and 319 A.D. have been put forward for the country’s adoption of 

Christianity, only Armenia was Christianized before Georgia. Even with the early baptism of the nation 

some say that the Georgians kept the pre-Easter custom of bringing home a lamb which they would adorn 

with gaily coloured ribbons and feed on fresh, green grass; only for later to slaughter the animal for the 

Easter table. This custom which can be traced back to the pre-Christian era was integrated into Eastern 

Christianity´s rituals. The lamb was viewed as the redemptive sacrifice.
28

 Today Easter is considered to be 

one of the most, if not the most important feast or holiday in the Orthodox Church and the main religion in 

Georgia and over 65 % of Georgia’s inhabitants confess themselves to the Georgian Orthodox Church and 

the Patriarch is held in very high regard.  

How religious Pirosmani was himself is hard to say since there are no records that speak about it and why he 

painted Easter in several paintings is hard to say, either he received an order to do so or he did it only for 

himself and by his own mind, regardless of the reasons it is difficult to assume that he was not a believer in 

the Christian faith. The tenderness that can be seen in the Easter paintings can be a clue or an indicator of 

Pirosmani’s own personal beliefs. From the food perspective I find it very interesting that the artist painted 

the religious holiday of Easter but not for example Christmas.  

 

Something that is striking in both graphs nr 3 and 4 is how few times Pirosmani depicted categories such as 

sugar, tea and beer, one can wonder why that is? Either he did not like this foodstuff or he did not get any 

more orders to paint them, just one or two in each category exists today and specially tea is interesting since 

Georgia has been a nation with a lot of tea farmers, especially during the Soviet age and has exported large 

quantities of tea. Georgians in general still drink a lot of different kinds of tea.  

Another thing that is striking when one studies Pirosmani’s painting from a food perspective, specially the 

paintings of the feasts or dining and drinking is that in those paintings no one drinks beer, only wine and that 

the composition of the meal in itself is more or less the same with bread, wine, some kind of vegetables, 

meat dish, birds. The selection of dishes in the meal of feast is very limited and that is surprising considering 

how a Georgian table is laid out today and it seems like the very large and big feast called “Supra” has a very 

                                                           
28

 Kuznetsov,1983:53. 
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long history in Georgia. What was the reason for Pirosmani’s limited selection of dishes in this kind of 

paintings? 

Not an easy question to answer at all, it might be so that the ones who ordered the paintings settled with this 

limited selection and considered the dishes to be genuine Georgians or the artist himself had no wish to 

depict a larger selection of dishes even if he could. But if this selection was considered to be representative 

for the genuine dishes of the country why are the national dishes such as Khachapuri or Khinkali and the 

sauce Tkhemali missing? That is a question that still remains to be answered. Today when one walks the 

streets of for example Tbilisi replicas of Pirosmani’s paintings hangs at the door of Khinkali restaurants and 

also inside the establishments. Of course economy and money can be one valid reason for the limited 

selections of the dishes, simply that there was not enough money to pay for more paint to fill out the feast 

with. However I do not really believe in that since a lot of the feast paintings are large in size and have 

required a lot of paint and cloth. 

Since some of the paintings that have survived are so called still life it is beyond any doubt that the artist was 

able to depict other foodstuff then the ones on the feast paintings, the still life differs somewhat from the 

feast paintings in that the foodstuff on them mostly are raw and not processed in any way. One finds, raw 

fish, bodies of smaller animals such as lamb, fresh vegetables, nuts, pumpkin and fruits but also wine but no 

beer on them. The still life’s are stunning in their simplicity since the black oilcloth is what gives the 

foodstuff its glow, the foodstuff really stands out from the paintings due to the artist’s technique of using the 

black oilcloth, the contrast from the black background and the colours are really eye catching and that 

is most likely the idea in order to lure customers into the shops, restaurants and taverns. 

Another thing that is striking in the remaining paintings is that there is no restaurant or tavern 

environments depicted even if Pirosmani spent as it seems most of his time in this kind of 

establishments. To conclude one can say that by studying Pirosmani’s remaining paintings from a 

food perspective one gets a small glimpse of Georgia´s vivid food and drinking culture, the glimpse 

that either the painter himself or his employees or both choose to show for their own reasons and 

there is no trace of the restaurant or/and tavern environments. To study Pirosmani’s paintings from 
the above-mentioned perspective gives one an introduction to the foodway’s of Georgia and if one wants to 

learn more about it one should continue towards other sources or go and pay a visit to the country. 

My analysis and discussion of Pirosmani’s work from a food perspective shall not be seen as a definitive 

result and I do not claim it to be since there is always an opportunity that more paintings will rise to the 

surface and can be acknowledge as work by Pirosmani’s hand. 

 
Illustration 11. I would like to take the opportunity to end this text and article with the only remaining painting of a 

cook made by Pirosmani (after Kobakhidze, without year: 67). 
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Abstract: The North American Free Trade Agreement (NAFTA) once again became a newsworthy topic in the US 

media, this time during the contested Spring 2008 Democratic primary for the US presidency, particularly from 

campaign talking-points originating within Midwestern Rust-Belt states.  Although the merits of NAFTA were central to 

the dialogue during this campaign season, similar debate did not warrant deliberation during the time of the general 

election in the Fall of 2008.  An examination of media coverage dedicated to NAFTA in the lead-up to the past three 

American general elections confirmed these tendencies.  Even though the Rust Belt, which is considered the key 

political toss-up region in the for the US presidency, has the most at stake concerning NAFTA’s effects, it remains to be 

seen if the trade pact will elicit debate from the presidential candidates during the Fall election in 2012. 
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 1. Introduction 
 

NAFTA, the North American Free Trade Agreement, created the largest free trade zone in the world.  

Implemented in January 1994, it eliminated most tariffs and allowed capital to flow more easily between the 

US, Canada, and Mexico (Johnson & Beaulieu, 1996). 

The economic boom that followed for the three countries was attributed to the nineteenth-century 

Ricardian Model which maintains that manufacturers are able to assemble better quality and less expensive 

products more efficiently if they are able to specialize in the assembly where they can produce most 

effectively (Chase, 2003).  Ricardo’s ideal vision of un-restricted flow of resources was fully embraced in 

North America when taxes on trade were banned as a result of NAFTA.  Friedman (2007) advocated the 

NAFTA philosophy: 

 

There will be an overall gain in trade and overall income levels should rise in each trading country.  I 

come down where the great majority of economist come down…That Ricardo is still right and that 

more American individuals will be better off if we do not erect barriers to outsourcing, supply 

chaining, and off shoring than if we do (p. 264). 
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However, not everyone was positive that NAFTA would be beneficial.  1992 presidential candidate 

Ross Perot described the negative effects of NAFTA as a “giant sucking sound.”  He used this phrase to 

explain the belief that American manufacturing jobs, particularly those in traditional industry such as steel, 

would be lost to Mexico and elsewhere overseas if the free-trade agreement was passed (Greenwald & Kahn, 

2009).  The American debate over the merits of NAFTA typically has centered on the deindustrialization of 

the domestic economy (Weir, 2007).   

The structure of the US economy has changed dramatically during the past 50 years, and the change 

was accelerated due to the passage of NAFTA.  Fifty years ago, a third of all Americans were employed in 

manufacturing, whereas currently only about one-tenth of American workers are employed in factories 

(Hagenbaugh, 2002).   

Multiple factors can be attributed to the shift of manufacturing operations to underdeveloped 

countries over the last generation.  For example, American companies are typically saddled with strict 

overtime payment laws and environmental regulations, both of which increase the cost to make an item (Pan 

& Chi, 1999).  Also, the exodus of American factory jobs that followed the implementation of NAFTA was 

anticipated because corporations are able to pay their employees much lower rates abroad than in the US, 

where employees are increasingly demanding health care, pensions, and flextime (Duesterberg & Preeg 

2003).  In addition, if American industry is able to assemble goods in Mexico and ship them to the US with 

no tariffs, their operations become more efficient and profitable. 

Free trade supporters argue that if American companies can make a profit by improving their supply-

chains and producing low-cost, basic goods in another country, then the company and all stakeholders will 

benefit, especially American consumers (Friedman, 2007).  Companies such as Nike have consistently 

increased shareholder value and have become world leaders of athletic goods by using this strategy 

(Harrington, 2005). 

Historically, corporate America has staunchly advocated the efficient flow of resources and has been 

too influential for the federal government to create a policy outlawing American plant closings in order to 

stem losses in industry-based employment (Bacon, 2004).  The passage of NAFTA was seen as the advent of 

unrestricted flow of capital and as a result, debate has raged regarding NAFTA, the related merits of 

nationalism versus protectionism, and subsequent solutions to domestic factory closings (Bell, 2009; 

Hufbauer & Schott, 2005).  By 2004, a poll indicated that 51% of Americans believed NAFTA had been bad 

for the US economy because cheap imports from abroad have cost jobs at home (Americans and the World, 

2004), while Scott (2003) reported that 78% of the net job losses under NAFTA were high-paying American 

manufacturing jobs.  Many cheaper, low-cost products such as toys and textiles are now made in China or in 

another lesser-developed country, and an increasing number of citizens are worried of the short term and 

long term implications (Harney, 2009).  Therefore, the anti-NAFTA side continues to argue that US 

manufacturing jobs have been lost and that factory closings have occurred as a result of the implementation 

of the agreement, in addition to the degradation of global environmental conditions and human rights 

(Cameron, & Tomlin, 2002).  

 

2. The Rust Belt 

The Rust Belt, also referred to as the Manufacturing Belt, consists of Northern Midwestern and 

Northeastern US states, generally from Iowa to Pennsylvania (Lopez, 2004).  The economies of these states 

traditionally have relied heavily on manufacturing and industry, including steel production (Chase, 2003).  

The economic health of these states has coincided with the strength of these sectors, and for the past 

generation, the decline of US manufacturing has been specifically intertwined with job loss attributed to 

plant closings in these communities (Deakin & Edwards, 1993).  The loss in manufacturing jobs has been 

especially prevalent in these traditionally manufacturing-heavy areas of the country (Brady & Wallace, 

2001).  The Rust Belt economies were based on manufacturing and were built up during the peak of industry.  

With the shift in jobs to the service and high-tech industries, the Rust Belt faces big challenges in attempting 

http://books.google.com/books?q=+inauthor:%22Nicholas+Deakin%22
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to reshape its economies and to retrain its workforces to better handle the challenges of the global 

marketplace (Eisinger, 1990). 

The Rust Belt witnessed signs of economic decline well before the recession that began in 2008.  

America saw over three million manufacturing jobs disappear between 1995 and 2005, and 37.5% of that job 

loss was concentrated in seven Northern states: Illinois, Indiana, Michigan, New York, Ohio, Pennsylvania, 

and Wisconsin.  During that time, 24 out of 25 of the largest Great Lake-region cities lost manufacturing jobs 

(Cohen, 2009).  The layoffs and plant closings have devastated entire economies of towns and have taken a 

heavy toll on many working families, some of which made their living from the same factory for generations. 

Before the recession, from 2000-2008, Indiana, Ohio, and Pennsylvania lost a total of 37,300 jobs, 

gaining service jobs but seeing 609,200 manufacturing jobs disappear (Wallison, 2008).  Although 7.2 

million jobs were created in the United States between January 2000 and January 2008, an increase of 

approximately 5.5 %, these three states did not benefit from the pre-recession economic boom.  These three 

states had 371 pledged delegates during the 2008 presidential election, nearly 10% of all delegates (NY 

Times, 2008).  That year, when the Democratic presidential candidates campaigned in these areas during the 

contested primary season, they focused on NAFTA-related plant closings and the subsequent job loss 

because of the importance and sensitivity that the electorate placed on the issue (Demersseman, 2010).  The 

’08 Democratic presidential primary also included Indiana, which became a contested state for the first time 

in over a generation. 

 

3. Presidential campaign of 2008 
 

Concerns over the post-NAFTA trend of offshoring have led many in the Democratic constituency to 

conclude that if specific actions are not taken, they will not be better off than their parents’ generation and 

will not have access to the “American Dream” (Wysong & Perrucci, 2007).   Public pressure in Democratic 

circles is now being directed at politicians to remedy the deindustrialization of the country (Hines, 1996). 

Even though NAFTA was passed during a Democratic administration, the concept of free trade still 

has been highlighted in a negative fashion among key factions in the Democratic Party (Weintraub, 2010; 

Doran & Marchildon, 1994).  For instance, during stump speeches in Rust Belt states during the 2008 

Democratic presidential primary, both Senators Hillary Clinton and Barack Obama both pointed to NAFTA 

as the culprit for job losses related to companies outsourcing factory jobs to Mexico.  The candidates 

attempted to tap into the electorate’s fear that more jobs would be shipped overseas, and the topic of 

NAFTA, including manufacturing job losses as a result of its flawed provisions, became common dialogue at 

the campaign speeches of Senators Clinton and Obama (Bell, 2009).  At this time, Obama’s Senior 

Economic Policy advisor stated that a “protectionist sentiment…has emerged, particularly in the 

Midwest…during the primary campaign (Demersseman, 2010). 

Historically, labor unions constitute a sizeable faction of the Democratic Party, both as voters and as 

contributors (O’Connor, 2001).  Based on a pre-NAFTA report from the Economic Policy Institute in 1992, 

labor PACs donated 20.7% of total Democrat campaign receipts.  Since 1990, labor unions have contributed 

over $667 million in election campaigns, or 92%, to Democrat candidates (Beling, 2009).  Demersseman 

(2010) stated that NAFTA is still an anathema to union members.  Therefore, it was no surprise then that the 

candidates attempted to tap into this segment of the party base in these particular more traditional Rust Belt 

states in the primary of 2008.   

Ohio, the state which essentially decided the previous presidential election in 2004, was also seen as 

a vital state during the ’08 Democratic primary campaign, when it looked like whoever won Ohio would 

build momentum to win the primary (Box-Steffensmeier & Schier, 2009).  Ohio is a Manufacturing Belt 

state that has seen its own share of factory closings (Easterbrook, 2009), and the blue-collar wing of the 

Democratic voters was a main target of the Obama and Clinton talking points around the state. 

In February of 2008, as Obama was campaigning in Lorain, Ohio for the Ohio primary, he presented 

his stance on NAFTA: 

http://www.google.com/search?hl=en&sa=G&tbo=1&tbm=bks&q=inauthor:%22Sidney+Weintraub%22&ei=llb2TabMJo3UgQeJpoHkCw&ved=0CDAQ9Ag
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We can't keep passing unfair trade deals like NAFTA that put special interests over workers' 

interests.  Now, Senator Clinton has been going to great lengths on the campaign trail to distance 

herself from NAFTA. Yesterday, she said NAFTA was "negotiated" by the first President Bush, not 

by her husband. But let's be clear: it was her husband who got NAFTA passed. In her own book, 

Senator Clinton called NAFTA one of "Bill's successes" and "legislative victories." 

And yesterday, Senator Clinton also said I'm wrong to point out that she once supported NAFTA. 

But the fact is, she was saying great things about NAFTA until she started running for President. A 

couple years after it passed, she said NAFTA was a "free and fair trade agreement" and that it was 

"proving its worth." And in 2004, she said, "I think, on balance, NAFTA has been good for New 

York and America." One million jobs have been lost because of NAFTA, including nearly 50,000 

jobs here in Ohio. And yet, ten years after NAFTA passed, Senator Clinton said it was good for 

America. Well, I don't think NAFTA has been good for America - and I never have.  I didn't just 

start criticizing unfair trade deals like NAFTA because I started running for office (Politifact, 2008). 

On April 14, 2008, Obama made a speech to the Alliance for American Manufacturing.  This time, 

he took a more hardline tact when discussing NAFTA:   

I've traveled across Pennsylvania, and West Virginia, and Ohio, and all across this country, I'm still 

seeing too many places where plants have closed down and where folks are feeling like they're not 

getting a fair shot at life.  That's why I opposed NAFTA, it's why I opposed CAFTA, and it's why I 

said any trade agreement I would support had to contain real, enforceable standards for workers 

(RCP, 2008). 

These and other criticisms of NAFTA during this time prompted many to believe that Obama would 

renegotiate or try to repeal NAFTA if he won the Democratic nomination (Weintraub, 2010; Jones & 

Vassallo, 2009).  However, his rhetoric was turned into ammunition for Senator Clinton when rumors 

circulated that while Obama was being critical of NAFTA in public to garner support from factions in his 

party, in private he had assured the Canadian government that he had no plans to truly fight any NAFTA 

provisions (Pickler, 2008).  This misstep was cited as Obama’s biggest gaffe of the entire campaign (Casser-

Jayne, 2008). 

On the other hand, Senator, John McCain, the Republican presidential candidate, communicated a 

different view of the issue.  After being questioned about NAFTA on June 3, 2008, he elaborated upon his 

stance regarding manufacturing and free trade in America more than he had in the past, and more than he 

would for the remainder of the presidential campaign.   Instead of framing manufacturing and trade through 

the lens of NAFTA, he instead advocated the Ricardian stance: 

 

Senator Obama pretends we can address the loss of manufacturing jobs by repealing trade 

agreements and refusing to sign new ones…Lowering trade barriers to American goods and services 

creates more and better jobs (CFR, 2008). 

While the Democratic candidates referred to NAFTA quite often in their speeches, Senator McCain 

did not address the issue as much, and his focus was to simply offer across the board tax breaks to 

manufacturers and to all companies (Bell, 2009).  Daniel T. Griswold, a trade expert at the conservative Cato 

Institute, agreed with this stance and stated "U.S. manufacturing just needs what every other sector needs--an 

improved environment for doing business.” 

In general, the primary campaign of 2008 seemed to have focused more on manufacturing policies as 

compared to past elections, and many claim that manufacturing and NAFTA became hot-button topics in the 

2008 presidential election because many Rust Belt states were also considered swing states (Watts, 2010).   

 

http://www.google.com/search?hl=en&sa=G&tbo=1&tbm=bks&q=inauthor:%22Sidney+Weintraub%22&ei=llb2TabMJo3UgQeJpoHkCw&ved=0CDAQ9Ag


________________________________________________________________________________________________ 
ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp. 188 

URL: http://www.reaser.eu      

e-mail: editors@reaser.eu      
 

4. NAFTA dialogue leading up to recent us presidency general elections 

The increased focus on NAFTA during the 2008 Democratic primary season would lead to the 

conclusion that this issue would spark additional debate during the general election in November, 

particularly given the stark contrast of the Republican candidate’s policy views on the same topic.  An 

observation of the media coverage of both parties’ NAFTA stances would shed some light on the likelihood 

of a revision or even a repeal of the trade pact.  Furthermore, an assessment of the merits of both national 

candidates’ contrasting stances on manufacturing job loss associated with NAFTA might provide real 

solutions that could stem the tide of American deindustrialization. 

A measurement of the salience of NAFTA during the lead up to recent presidential elections was a 

central goal of this study.  After an inquiry into national media stories discussing NAFTA, coverage was 

found to have peaked during the primary seasons of the past presidential elections but subsequently to have 

dropped off considerably during the general elections.  There appeared to be a lack of national coverage 

dedicated to manufacturing job loss and to NAFTA-related dialogue in the immediate lead up to presidential 

elections.   

The table below details the US print press coverage of stories that included NAFTA in the months 

preceding the past three US presidential election years of 2000, 2004, and 2008.  While some NAFTA stories 

did appear in the early part of the national election year or during the primary season, there were fewer in the 

months leading up to November.  Judging by the lack of coverage from the national print media, it appears as 

if the NAFTA issue and any coinciding debate did not merit any national dialogue in November, when the 

most public focus ensued.  The table below depicts the number of newspaper, print, and wire stories 

mentioning NAFTA during the months leading up to the most recent presidential elections. 

Table 1.  
Newspaper, Print, and Wire Stories Mentioning NAFTA. 

  
Jan 

 
Feb 

 
Mar 

 
April 

 
May 

 
June 

 
July 

 
Aug 

 
Sept 

 
Oct 

 
2000-Gore/Bush 

 
48 

 
17 

 
44 

 
44 

 
76 

 
71 

 
61 

 
151 

 
53 

 
109 

 
2004-Kerry/Bush 

 
261 

 
605 

 
247 

 
71 

 
34 

 
38 

 
144 

 
42 

 
66 

 
91 

 
2008-Obama/McCain 

 
98 

 
453 

 
733 

 
429 

 
122 

 
189 

 
191 

 
64 

 
66 

 
94 

Source: Lexis Nexis 

The figure below illustrates the precipitous drop in media attention devoted to NAFTA during the 

past three general elections. 



________________________________________________________________________________________________ 
ISSN: 2247-6172  

ISSN-L: 2247-6172 

Review of Applied Socio- Economic Research      

(Volume 3, Issue 1/ 2012 ), pp. 189 

URL: http://www.reaser.eu      

e-mail: editors@reaser.eu      
 

 

Figure 1. 
NAFTA in National Newspapers and Wire Stories 
Source: Lexis Nexis 
 

Although the two presidential candidates’ stances on international trade and manufacturing 

employment were quite different during the time of the primaries, by the time of the general election, neither 

candidate focused on manufacturing job loss and NAFTA, and if they did, their respective policy stances did 

not seem to garner media attention.   

5. Reactions and implications 

One would think that as a national presidential election drew nearer, every issue would see an 

increase in media coverage, be it terrorism, health care, or taxes.  In fact, more and more articles in 

mainstream magazines and newspapers such as the Los Angeles Times and Newsweek were devoted to 

election issues as November approached (Dye & Zeigler, 2008).  However, during the past three national 

elections, NAFTA and related topics including free trade and deindustrialization became complete nonissues, 

and the contrasting primary policy stances of the candidates were not mentioned by newspapers and print 

media during the Fall campaign.  The lack of national NAFTA dialogue might be interpreted as a status-quo, 

hands-off approach taken by national politicians.   As such, a consensus regarding the acceptance of NAFTA 

appears to have formed, as seen by the lack of any NAFTA dialogue during each of the past three 

presidential elections. 

This dearth of attention on NAFTA in recent national presidential campaigns tends to coincide with 

the notion that a collective consensus eventually tends to develop among the American public about a 

divisive issue (Page & Shapiro, 1992).  Without any attention devoted to either national candidate’s stance, 

the status quo has prevailed. Although the Democratic candidates in the primary tended to take a policy 

stance that was on the left of NAFTA (Halloran, 2008), entailing either scrapping the trade pact all together 

or at least renegotiating the human rights and environmental aspects of it (Hussain, 2009), this approach did 

not seem to warrant deliberation after the primary.  Although the two presidential candidates’ stances and 

communication on international trade and manufacturing employment were quite dissimilar during the 

primaries, by the time the general election occurred, neither candidate challenged the other regarding 

manufacturing job loss and NAFTA; if they did, their respective policy stances did not seem to garner media 

attention.  The collective mindset of the American public regarding NAFTA essentially has become the 

norm, and there has been little if any debate or divergence of political philosophy regarding this issue.   

2000 

2004 

2008 

http://www.usnews.com/Topics/tag/Author/l/liz_halloran/index.html
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Whatever the reason, it is clear that NAFTA and manufacturing job loss have not yet sparked a 

broad division in consensus or a reexamination of current policy.  Duesterberg & Preeg (2003) reported that 

no broad political agenda has yet been attempted that would stimulate political perusal of a national, uniform 

policy to address manufacturing growth.   

Overall, the passing of NAFTA served to facilitate an easier flow of capital and IFDI to the US 

(Globerman & Shapiro, 1999).   Subsequently, discourse addressing NAFTA and its effects on IFDI have 

been disregarded by national lawmakers and, along with economic development initiatives, have been shifted 

to the state level (Cassey, 2007).  Because of the increased ease of capital mobility as a result of NAFTA, the 

swell in international industry investment, and the general lack of attention from national politicians, state 

leaders have been more actively engaged in promotion efforts designed to entice these transportable 

resources to their areas (Fox, 1996).   

Tolbert and McNeal (2003) pointed out that access to online election news significantly increased 

the probability of voting by 7.5%.  However, voters who might have an opinion on a NAFTA-related issue 

might try to use the internet to out recent news and election coverage, but would not find any significant 

reporting.  Those groups that might vote one way or another based on this singular issue, namely union 

members or displaced workers from factories, would not find any specific differences in the two national 

candidates’ stances due to the lack of coverage. 

The debate (or lack thereof) of NAFTA-related issues during recent presidential contests might have 

followed the pattern of “Issue Evolution” (Carmines and Stimson, 1989), wherein a consensus of the 

American public, brought on by the mainstreams of both parties, creates a mass alignment on the issue.  The 

figure below illustrates the pattern of issue evolution through which NAFTA appears to have gone.  Initially, 

both parties contained large factions which were opposed to NAFTA.  Democrat elite positions were against 

NAFTA due to human rights and environmental concerns, and Republican elite positions were against 

NAFTA due to protectionist and nationalistic sentiments.  However, economic arguments eventually swayed 

the mainstreams of both parties to be proponents of NAFTA, after which the majority of both parties 

changed their stances and ultimately aligned by a Senate vote of 61-38, where 34 Republicans and 27 

Democrats joined to pass it in 1993 (Gerstenzang, 1993). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 2. 
Pattern of Issue Evolution Applicable to NAFTA 
Source: Carmines and Stimson, 1989 
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Although NAFTA was heavily debated in the recent Democratic primaries (and was represented by 

the pro-union factions of the party or the elite positions), the merits of this debate fell off the radar thereafter 

as both parties embraced the mainstream status quo, which was indicative of their failure to provide dialogue 

during the general election. 

It may take some sort of national stimulus to spark a NAFTA divide in the US.  The lack of attention 

to NAFTA in recent national presidential campaigns tends to coincide with the political phenomenon 

wherein an initial divide exists over a controversial issue or bill, but eventually a mainstream collective 

consensus develops among the American public regarding that singular issue (Page & Shapiro, 1992).  For 

instance, this has been the case in the US with Civil Rights, but not with Abortion rights.  Page and Shapiro 

(1992) also report that historically, some sort of political trigger point may be necessary to force a change in 

attitude or belief of Americans on an issue.  For example, the fire hoses and beatings by Southern police 

against minorities during the Civil Rights movement were filmed and televised on national evening news and 

this helped further a national change in attitude.  For the Vietnam War, the trigger was the ongoing public 

protests.  More recently, the comparatively high NAFTA stories during the past two primary elections in 

2004 and 2008 seem to indicate the possibility of the issue being on the precipice of meriting mainstream 

dialogue and criticism.   However, no stimulus existed during the most recent elections, which might have 

provided an impetus to provoke a national divide. 

One potential trigger point prompting possible shifts in 2012 NAFTA attitudes includes the results of 

the 2010 Census figures, which indicated that many Rust Belt areas saw drops or stagnated population as 

well as bleak economic figures.  Experts indicate that decreases in population were directly caused by the 

deindustrialization of these areas (AP, 2010).  Much of the manufacturing job loss and coinciding economic 

plight in these areas have centered around downturns in the traditional stronghold of the automobile industry, 

which are also the supposed Rust Belt swing states of the 2012 election.  The Washington Post reported that 

turning around public opinion on the government’s role in saving the auto industry “is almost important as 

the turnaround itself…which are at the core of the president’s electoral base, and two- Michigan and Ohio- 

are must-wins in the re-election of 2012” (Rubin, 2011). 

The lack of deliberation regarding NAFTA in recent general presidential elections indicates that an 

overall acceptance of the trade pact has been adopted by mainstream media.  Thus far, there has been no 

impetus that has served as a spark which would prompt a shift in national attitudes on this issue.  However, 

the prolonged US recession starting in 2008 could very well function as a possible trigger which induces a 

divide on this issue.  With unemployment rates staying high and more polarization of political thought 

regarding solutions to the soaring national debt, it remains to be seen if the merits of NAFTA will warrant 

debate during the general US presidential election of 2012. 
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Abstract. The main purpose of this paper is to underline the downfalls of neoclassical growth theory. The 

narrow and artificial framework given by the neoclassical economists have no correspondent in real life. 

With a „refreshed breath" the Austrian School of Economics tried to explain the dynamic and competitive 

market process in a constantly changing world. Aspects like time in the decision- making process, imperfect 

knowledge and the nature of market coordination to the changing circumstances are just some of the many 

key notions which offered us a different perspective over reality. The ideational contact with the brightest 

minds which Austrian School of Economics provided, allows us to perceive in a different light the 

neoclassical judgments. 
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1. Introduction  

The starting point in our analysis will follow the general line of criticism to the standard economic theory 

with the meaning given by N. G. Roegen in his famous work The Entropy Law and the Economic Process 

i.e. the neoclassical school of thinking. The critics circumscribe some ideas which establish the spectrum of 

judgement around several main points, from which we underline: inspired by the Newtonian mechanism the 

theoretical neoclassical construction is isolated from reality; the transformation of the individual from a 

complex entity into a simple economic agent, with perfect rationality, always prepared to find the best ways 

in order to maximise his satisfactions or profit (depending on the role he plays in the market) i.e. homo 

oeconomicus; the limitations to the static analysis of the economic processes, analysis which, looking for 

general equilibrium, calls for abstractization and synthesizing, thus providing for the neoclassical authors the 

fertile ground where they can manifest themselves. 

Starting from common ground in terms of principles of judgement and values – the freedom of 

individual initiative, private property, as well as conferring the state and its institutions a limited role – the 

Austrian School of Economics contributes to the development of economics as a science through evolution 

in a Popperian manner and not through revolution in the Kuhnian interpretation, offering thus a completely 

new and fresh perspective over the same major topics of debate, in contrast with the neoclassical reasoning. 

Framed in the register of qualitative analysis and calling, by method, for a comparative analysis between 

the two major paradigms, in this paper we will try to extract and highlight, in the line with the points outlined 

before, the main points in which the standard economic theory finds its conceptual boundaries, placing the 

Austrian school of thinking in the gap left by the neoclassical economists. To achieve our aim, we included 

our speech within the central section of the paper entitled “the necessity of innovation in the epistemological 
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construction”, where: we place the homo oeconomicus face to face with the entrepreneur, then we will stop 

on the topic of the static “marginalist” opposed to the dynamics of the “Austrian”, for providing a preamble 

to the subject centred on the comparison between general equilibrium and spontaneous process, in the third 

section; in the last section we will keep the general line but we will focus on a different topic, which regards 

the debate over the subject of environmental resources management; starting the discussion from the issue of 

transaction costs and the implications of the general neoclassical consensus of “zero” transaction costs may 

have in real life, we will also highlight from this perspective, the limits of the standard economic theory.  

2. The necessity of innovation in the epistemological construction 

The narrow and artificial framework provided by the neoclassical economists was not in accordance with 

the relationships at that time. With new impulses, the Austrian School tried to explain the competitive and 

dynamic process of the market in an ever-changing world. Elements, such as the role of time in the process 

of decision-making, the fragmented and dispersed knowledge, the type and nature of the link between the 

market and the changing circumstances are only a couple of the key concepts that made us regard the 

realities of life in a new perspective. The theoretical contact with the product of the great thinkers of the 

Austrian School allowed us to perceive the neoclassical considerations as opposed to the scientific spirit. 

We dare to try a nuanced, non-exhaustive analysis of some of the contrasting elements that marked the two 

schools of thinking. 

2.1. Homo Oeconomicus versus the entrepreneur 
It had become an evident fact that an economic theory based on the postulates of the neoclassical 

economics cannot be build. From an individual perspective, the two schools of thinking are placed on two 

opposed layers. The first, of a neoclassical origin, handles the individual as a mere inanimate object or as a 

variable from a system of mathematical equation. On the second level, the Austrian analysis presents an 

individual gifted with the capacity to imagine things, to perform value judgments etc. In other words the 

individual does not simply perform, but also plans and thinks. Thus the individuals are those who create their 

own history. It is them who discover new information and create favorable opportunities to attain their goal, 

they are those who, according to Mises, are speculators. 

The role of the entrepreneur, that has an essential place in the Austrian economic analysis, is completely 

missing from the neoclassical theory. The Austrian School, through its method of incorporating the 

uncertainty and the expectations within the economic theory, aimed to underline the entrepreneurial element 

of human thinking. The entrepreneurs are meant to coordinate the resources, the capital and the work 

according to the requests of the consumers, in other words, they promote, speculate and create. The markings 

of such logics make us think about a dimension that has not been exploited by the neoclassicists. To consider 

the entrepreneurial function as an additional factor of production has proven to be a trap.  The opportunities 

of profit appear always as the mistakes of the market actors in an ever-changing world. The entrepreneurs are 

those who observe these mistakes, who exploit and then eliminate them, paying attention to the changes in 

the market. „A social order based on private control of the means of production cannot work without entrepreneurial 

action and entrepreneurial profit and, of course, entrepreneurial loss. The elimination of profit, whatever methods may 

be resorted to for its execution, must transform society into a senseless jumble. It would create poverty for all”.
 1

 The 

occurrence of profit is determined by the anticipations of the entrepreneurs regarding the future prices that 

aim rather to the acquisition of the production factors and to smaller costs than to the subsequent 

configuration of the market. When the total production costs will be overcome by the prices obtained by the 

entrepreneur for a product, this will gain profit. Otherwise, if the estimations of the entrepreneurs are 

incorrect, then the total production costs will overcome the sale-price of the product, resulting in losses. This 

absence of coordination results from the incapacity to correctly anticipate the future trends of the market. 

                                                           
1
Mises Ludwig von, Profituri şi pierderi, versiunea engleză: "Profit and Loss", Planning for Freedom, 4th ed., Libertarian Press, 

South Holland, IL, 1980, pp. 103-144, translated and published online with the permission of Mrs. Bettina Bien Greaves on behalf of 

the Estate of Mrs. Ludwig (Margit) von Mises, 2001, la adresa http://mises.ro/269/ 
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2.2. Static versus dynamic 
The preoccupation for the analysis of the institutions and their role in the economic activity is not new, 

finding its roots in the writings of the ancients, who acknowledged the importance of complying with rules 

and norms. In the same sense, the neoclassical paradigm did not fail to oversee the importance of institutions 

in the life of the individuals. 

The position taken and the ideas launched by the Austrian School refer to the neoclassical analysis 

framework. Despite the deficiencies, through its static nature of the developed analysis, the neoclassical 

paradigm remains a sum of unrealistic ideas that lack the connection to the economic realities. The institution 

of the market is reduced to a set of simultaneous equations of the function. If we judge the ideas from a 

retrospective perspective, the neoclassical paradigm loses its explicative force. The static analysis of the 

market-institution omits the very essence of this institution. The market is the place where the plans of the 

individual take shape and his needs find the highest degree of satisfaction. It is a “process, actuated by the 

interplay of the actions of the various individuals cooperating under the division of labor. There is nothing 

inhuman or mystical with regard to the market, because the market process is the adjustment of the 

individual actions of the various members of the market society to the requirements of mutual cooperation”
2
. 

The free market is an institution that has evolved in time in order to answer the fundamental issue of human 

existence: how can one coordinate the limited knowledge and resources in order to satisfy the needs of all the 

members from a given society. The market processes correspond to a game, but not to one with a null result, 

but to the one defined in the Oxford English Dictionary, that is a competition performed according to a set of 

rules and whose result is decided according to ability, superior force and luck. From this perspective, the 

market is a game of catalexis, a procedure of finding and generating new information and/or knowledge. The 

catalectic players obtain wealth by satisfying the needs of other individuals. The dynamic character of the 

economy to which we may add ingredients, such as the unpredictable future, the imperfect knowledge and 

limited resources, create stimulants for experimenting new and creative ideas, draws thus a world with 

limitless possibility. 

2.3. General equilibrium versus spontaneous process 
Our compendious overview of the history of the neoclassical theory cannot avoid the discussion about 

the model of a general equilibrium. Inspired by the model of Newton’s mechanics, the neoclassical 

economists usually appeal to the construction of a model of maximization / general equilibrium used every 

time when the macro-economic phenomena had to be explained. O’Driscoll and Rizzo state that it is possible 

to assert that “today many, if not all, Austrians accept the importance of disequilibrating tendencies in 

markets”
3
. The neutral landscape, seemingly separated by the realities of the time, was in agreement with the 

fragile foundations of the neoclassicists. 

By contrast, one of the main characteristics of the 20
th
 century in Austria is exactly the repudiation of 

this type of model. Shaking the foundations of the neoclassical theory has become evident with the 

publication of a famous work, Principles of Economics by Menger. One of the great theoreticians of the 

economic science has offered a new and extremely complex approach, where the accent falls on the process 

of knowledge, subjectivism, dynamism and the organic (spontaneous) process. 

True to his characteristic spirit, Menger understands the process of the market not as a system of 

equations and equilibrium constructions, but as a process of learning and discovery, that cannot be described 

ex ante and that has no need for artificial support. “The Austrians have traditionally postulated a world of 

Robbinsian maximizers, and allowed the entrepreneur to seek arbitrage opportunities which equilibrate the 

market. Such an entrepreneur need only exercise alertness to profit opportunities. But entrepreneurship is 

                                                           
2 Mises Ludwig von, Acţiunea umană. Un tratat de teorie economic, titlul original: Human Action, Henry Regnery, 3rd rev. ed., 

Chicago, 1966, translated and published online with the permission of Mrs. Bettina Bien Greaves on behalf of the Estate of Mrs. 

Ludwig (Margit) von Mises, p. 258, la adresa http://mises.ro/43/ 
3 O'Driscoll, J.,  Rizzo, M.,  The Economics of Time and Ignorance, Basil Blackwell, London, 1996, p. xviii 

http://mises.ro/43/
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also characterized by judgments about imagined future opportunities”
4
. The consequence of this fact is that 

the market is described thus as a process characterized by unexpected chances and inconsistency of plans, 

incompatible with the systematic tendency towards equilibrium. 

We live in a world of uncertainty and of incomplete information, where the economic processes cannot 

be explained by means of static equilibrium models. Indeed, the institutions are not static, they develop and 

change in time, adapting to the environmental chances. At the bottom of explaining the economic 

phenomena, the selection and efficiency mechanism comes into play. Lachmann underlined clearly this 

thought: “institutions rise and fall, they move and change. An institution may last a long time, but during this time 

assume new functions or discard old ones”
5
. 

Strongly anchored in reality, the Austrian tradition illustrates the civilization’s institutions as a product 

of spontaneous actions that have developed through a process of evolution. The human society cannot exist 

outside an order, be it an imposed or a spontaneous one and cannot lack a set of rules that guide the behavior 

of the individuals. This inciting, innovator and overwhelming road, opened by the Austrian School, has 

offered support to those who try to define the big family of institutionalists. On this path, initiated by Menger 

and developed by Hayek and Mises, the economist Williamson found his explicatory source. Evidently, the 

distinction between the two orders exemplified by Hayek is very close to that realized by the institutionalist 

Williamson (1975) between markets and hierarchies. Through the specific analytical force, though concepts 

such as evolution, institution, property right, Williamson’s analysis takes shape. 

 The relation between evolution and spontaneous order confers the Austrian School of thinking a specific 

orientation. Menger, Hayek and others, according to the Austrian School, place the rules and the spontaneous 

institutions in the centre of their discussions. Even if the institutions are changing or evolving, their 

realization is produced within the same game, of spontaneous order. 

 

2.4. The issue of transaction costs 
Not without importance is our focus over private property. In the good tradition of Smith’s and Loke’s 

views, the classical theory of property does not consider that property should be a product of rationality but 

of natural laws established in what they called natural right. For instance Smith, in his works on laws and 

rules, advocated for protection of private property arguing that the first and biggest end of every government 

system is to sustain justice: to prevent the members of society to dispose the property of another person or to 

claim ownership over goods that do not belong to them. The intention is to offer everyone the ability to 

possess his/her own property in a peaceful manner
6
. Therefore, in Smits’s work, as well as Mill’s first edition 

of The Principles of Political Economy, we find elements that speak of the institution of property rights.   

Unlike the classics, the neoclassical economy consider that social relations and institutions do not have a 

fundamental importance – in other words, they do not influence in a fundamental way the set of options 

given to the “actors” – since this assumes perfect information and some amount of preference stability, 

therefore efficiency. One can notice that the neoclassical vision assumes: first, that the state has no role other 

than a voluntary organisation which applies and ensures property rights; second, they take no account of 

transaction costs (“zero” transaction costs) respectively information costs; third, the market competition is 

without tensions; however, this may not reflect the reality, because the productivity and innovation are 

developing in an institutional environment which play as an incentive for effective behaviours. This filter of 

competition means adapting to new circumstances and cannot be regarded as a normative concept.  

These basic assumptions of the neoclassical paradigm were attacked by R. Coase (1960) in his famous 

article The Problem of Social Cost, in which he established the theoretical foundations for a reconsideration 

                                                           
4 Boettke P., Horwitz, S., Prychitko D.,  Beyond equilibrium economics: reflections on the uniqueness of the Austrian tradition, in 

Boettke P., Prychitko D. (eds.), The Market Process, Essays in Contemporary Austrian Economics, Edward Elgar, 1994, p.65 
5 Lachmann L, The legacy of Max Weber,  The Glendessary Pres, Berkeley, 1971, pp.77-78 
6Smith Adam,  Lectures on Jurisprudence , Clarendon Press, Oxford,  1978, p. 5 apud Bethell Tom, The Noblest Triumph: Property 

and Prosperity through the Ages, St. Martin’s Press, New York, 1998, p. 97 
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of the importance of institutions in economy
7
. The Coase’s findings, that the transaction costs, on the 

contrary, exist and have important positive values led to new concerns in understanding the nature and role 

of institutions.  

But what kind of role does the transactional costs play and what implications appear by failing to include 

them in the economic processes? In spite of the fact that there is no consensus regarding the way in which 

they should be defined, many authors agree upon the idea that these mean in fact the costs for using the 

mechanism of the price or the exchange of property rights. They can be transaction costs on the market, 

associated with the negotiation process, preparation and application of contractual obligations, management 

and political transaction costs. The last two categories include those costs for adjustment and maintenance of 

the organisations, and accordingly of the institutions8
.  

Apart from their classification, we should also mention that the magnitude and typology of the 

transactional costs depend on the institutional environment
9
. In this respect, the higher the transaction costs 

become, the more probable it will be that the parties of an exchange will invoke informal restrains for 

establishing the transaction. In extreme cases, as a consequence of too high costs, it can be considered that 

the transaction will not take place any more. We understand thus that the extension of the costs determines 

the exchange volume that means, on a production level, an influence on the output level. “In our real world, 

transaction costs determine property rights, ownership, the extent of trade, specialisation and productivity. If 

transaction costs decrease, property rights will be more clearly defined, more goods and services will be 

traded, the benefits of specialisation will increase, and greater economic gains will be realised”
10

.  

Consequently the role of the transaction costs is a central one in the discussions regarding the property 

rights and failing to include them in our equation (zero transaction costs – the neoclassical assumption 

regarding the transaction of environmental goods) can have undesired consequences, hindering a better 

definition of the property rights, and from here the emergence of externalities, that perfectly describe the 

imperfections of the market. Thus, the better the rights are defined, the greater the impulse of their efficient 

administration becomes. Consequently, we should underline that the role of the property rights is to create 

incentives for a more efficient usage of resources, influencing thus the economic behaviour
11

. From another 

perspective, the role of the property rights is to guide the stimulants to a better internalization of the external 

costs (externalities)
12

. Any cost or benefit associated with the social interdependencies represents thus a 

potential externality. If the transactional costs of the rights between two economic agents are exceeding the 

gains from (their) internalization, then an externality appears (be it negative or positive). In this sense we 

may conclude that the property rights develop in order to internalize the externalities when the gains 

obtained through internalization exceed the costs. 

This analysis spectrum helps us to highlight one of the main ideas of our discussion, namely that the 

imperfections of the market, in a real world, are effects resulted from a certain degree of inefficiency in 

determining the transaction costs and in applying the property rights. In this context of the market’s 

insufficiencies, Roland Coase underlined the importance of a clear and efficient definition of the property 

rights, asserting that, without a good establishment and application, the markets will become incapable of 

reflecting the totality of the costs and benefits resulted from a transaction within an exchange, generating 

thus externalities. It results that the externalities are associated with the market’s imperfections when the 

                                                           
7Eggertsson Thráinn, Economia neoinstituţională (comportament şi instituţii), Editura Cartier, Bucureşti, 1999, p. 55 
8 Musole M., Property rights, transaction costs and institutional change: Conceptual framework and literature review, in Progress in 

Planning, vol. 71, 2009, p 43-85 
9 Coase, R., The Problem of Social Cost, in Journal of Law and Economics, 1960, disponibil online la: 

http://www.sfu.ca/~allen/CoaseJLE1960.pdf 
10 Benham A., Benham L., Property Rights in Transition Economies: A Commentary on What Economists Know, in Joan M. Nelson 

(Ed.), Transforming Post-Communist Political Economies, 1998, p. 35-60, disponibil online la: 

http://www.nap.edu/openbook.php?record_id=5852&page=35  
11 Musole M., Property rights, transaction costs and institutional change: Conceptual framework and literature review, in Progress 

in Planning, vol. 71, 2009, p. 57 
12 Demsetz H., Toward a Theory of Property Rights, in The American Economic Review, vol. 57, no. 2, 1967, p. 348, disponibil 

online la: http://www.econ.ucsb.edu/~tedb/Courses/Ec100C/Readings/Demsetz_Property_Rights.pdf 

http://www.sfu.ca/~allen/CoaseJLE1960.pdf
http://www.nap.edu/openbook.php?record_id=5852&page=35
http://www.econ.ucsb.edu/~tedb/Courses/Ec100C/Readings/Demsetz_Property_Rights.pdf
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economic activities performed on a market fail to reflect the transaction costs and fail to efficiently attach the 

property rights. 

 In the light of our discourse we can enunciate, punctually, the limits of the standard theory regarding 

the environmental issues. Thus: 

 according to the standard economy the complete and objective definition of the property rights is 

performed in the absence of the transaction costs. This is why the right of using resources will be 

assigned automatically to the agent that offers a greater usage value. But the scenario of zero 

transaction costs belongs to a theoretical field. In reality, these costs appear, are positive, and the 

adjustment of the prices on the market cannot take place instantly, as the neoclassical economic 

theory suggests. The effect of the instant adjustment of the prices to the new market conditions is 

reflected in disequilibrium at the level of the demand and supply. According to this line of thought 

and extrapolating the analysis to the level of the markets of goods offered by the environment – as 

long as they exist – they establish that in this case the offer is inelastic (the environment goods are 

given and not produced). This inelasticity can be translated in high transaction costs, emerging thus 

the inefficiency of the market. 

 From the property rights’ perspective, it is considered that they precede the act of transactional 

exchange on the market. When the property rights are taken into account and are positive, the result 

is an imperfect definition and application of the rights that is, another cause for the emergence of the 

market’s imperfections. We should highlight here that the phenomenon of the market’s failures and 

implicitly the presence of externalities, modelled by the standard economic theory, is in close 

connection to the existence of transaction costs. 

 On the theme of externalities, the difficulties arise not from their identification, but from their 

internalization. There are two ways through which the costs may be internalized: through the taxes, 

subventions etc. And through the market’s mechanisms. The desired effect of the measures, 

regardless of their nature, is that of creating responsibility for those who provoked the costs. But the 

solutions of the standard theory regarding the issue of the externalities, through the mediation of the 

Pigovian taxes, suffers from a certain degree of inconsistency and this for at least two reasons: 

firstly, the logic of the Paretian analysis, which is being invoked, requires a priori the definition of 

the property rights, although the externalities are a result of the lack of rights or of an inefficient 

definition of those rights. In other words, if we suppose that the rights are from the beginning well 

defined, then the models that regard the issue of externalities are not justified, because these will not 

exist anymore. Secondly, at a theoretical level, the externalities describe a physical interdependence 

between the polluter and the polluted. Given the complexity of the social construction, we may think 

that in reality it is almost impossible to identify and isolate the interdependence between two 

individuals
13

. In respect to the internalization of the externalities through market mechanisms, the 

standard theory suffers from the same inconsistency derived from the fact that, as already mentioned 

at the first point, the transaction costs are a priori regarded to be zero.    

The ideas extracted from this analysis take the discussion to a fascinating level, that of new ideologies 

and paradigm changes. The bibliography on the theme of the environment begins from the criticism of 

the economic neoclassicism, in a larger sense, and the environmental economy, in a restricted sense, and 

has been developing – in a Popperian manner – in two main directions: Institutional Ecological 

Economics and Free-market Approaches to Environmental Protection
14

. It is obvious that from a 

methodological point of view, these two schools of thought are inspired by the Institutional and Neo-

Institutional School of Rhinking and the Austrian School of thinking.  

                                                           
13 Vatn A., Bromely D. W., Externalities – A Market Model Failure, in Environmental and Resource Economics, 9, 1997, p 136, 

disponibil online la: http://oldweb.econ.tu.ac.th/archan/chalotorn/on%20mkt%20failure/vatn%20et%20al.pdf; 
14 For a good overview over the differences and similarities between the two alternative paradigms, see Slavikova L, Kluvankova T., 

Jilkova J., Bridging theories on environmental governence. Insights form free-market approaches and institutional ecological 

economics perspectives, in Ecological Economies 69, 2010, p 1368-1372; 

http://oldweb.econ.tu.ac.th/archan/chalotorn/on%20mkt%20failure/vatn%20et%20al.pdf
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From the perspective of the analysed topic, the literature associates the “limitations” of the standard 

economic theory with the existence of market failure phenomena. The latter manifests when the market fails 

to assign present and potential economic value to the environment or in the case when environmental goods 

have no well defined property rights, resulting thus an inefficient allocation of resources. The existence of 

transaction costs, the absence of adequate property rights and the presence of negative externalities as a 

result of the combination of the two outlined causes, are just some of the many factors that contribute to the 

formation of the noted phenomenon.  

Briefly, the Institutional Ecological Economics builds its methodology on the same foundation, of the 

well known Institutional paradigm, assuming that the vast majority of the environmental problems, caused 

by the human factor, can be seen as an effect of an incomplete delimitation of institutions interpreted here as 

social values and formal and informal norms. Regarding society’s attitude towards the environment, the 

institutionalism offers through culture the opportunity to establish those social rules and values necessary to 

improve the economy-environment relationship, both at micro and macro level.  

The second direction, of the free-market approach, inspired by the Austrian School of thinking, 

emphasizes that the individual initiative, free market and a proper defined system of property rights are the 

necessary and sufficient conditions to achieve economic efficiency together with the environmental 

protection. In other words, if one wants to improve environmental quality, should make use of those 

mentioned instruments to develop proper markets for environmental services. However, the necessary 

condition stays in an effective allocation of property rights to environmental goods in a manner that right 

must be well defined, strictly applied last but not least, easily transferable
15

.    

We can notice that an important part of the theoretical movement in the field of environmental debate 

evolves and develops in the same pattern with the main theoretical and ideological corpus. We hope that we 

have brought sufficient arguments in order to state that, regardless of the ideological nature, we cannot speak 

of efficient markets in the absence of private property and freedom of individual action. Moreover, in order 

to ensure that markets operate at its potential parameters other formal and informal institutions are invited.  

We conclude that, if a well defined market of environmental goods and services as what we need, 

then clearly it must be created. The best way to achieve this aim is by establishing property rights in a 

coherent manner, together with the creation of those social institutions to ensure their compliance. The State 

is invited to play its role of “night watchman”, with strict responsibilities with regard to property rights and 

to ensure a proper operation of the market.  

 

3. Conclusions 

The identified issues discussed in this paper are intimately linked to a transcendence of the idea of 

“perfect” in a imperfect world, suggesting that the neoclassical models, describing the world and the 

environment in a general equilibrium, once they transcend in reality, prove their “imperfections”. The empty 

space left by the neoclassical authors is filled with Austrian philosophy on individual, community, society 

and so on. Starting from common ground, the Austrian School of Thinking reaches some contrasting 

conclusions with the general view of “marginal” economics, and these conclusions are firmly fixed in reality. 

For this reason, we support the idea that the twentieth century remains in the history of economic 

development under the influence of some of the brightest minds that wrote in the line with Austrian 

philosophy. Therefore, we argue that through originality, novelty and pure logic, the Austrian School of 

Economics contributed in a fundamental way to the development of economic science. Rules, spontaneous 

order, property rights, human cooperation are just some of the elements which define the Austrian analytical 

framework, one that is fertile and consonant with economic realities.  

                                                           
15 Slavikova L, et. al., Bridging theories on environmental governence. Insights form free-market approaches and institutional 

ecological economics perspectives, in Ecological Economies 69, 2010, p 1369; 
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