CENTRE FOR EUROPEAN STUDIES




WWW.CeSWp.uaic.ro

: @filsm S-Papers

. CENTREWOR EUROPEAN STUDIES

d/gxandru loan Cuza University of lasi

Volume X, Issue 1, 2018

EDITORIAL BOARD

SCIENTIFIC BOARD

Doina BALAHUR, Alexandru lIoan Cuza University of Iasi, Romania

Daniela Luminita CONSTANTIN, Bucharest University of Economic Studies, Romania
Gabriela DRAGAN, Bucharest University of Economic Studies, Romania
Gheorghe IACOB, Alexandru loan Cuza University of lasi, Romania

Corneliu IATU, Alexandru Ioan Cuza University of lasi, Romania

Ion IGNAT, Alexandru Ioan Cuza University of Iasi, Romania

Vasile ISAN, Alexandru loan Cuza University of lasi, Romania

Gheorghe LUTAC, Alexandru Ioan Cuza University of lasi, Romania

Cosmin MARINESCU. Bucharest University of Economic Studies, Romania
Dumitru MIRON, Bucharest University of Economic Studies, Romania

Gabriela Carmen PASCARIU, Alexandru loan Cuza University of [asi, Romania
Carmen PINTILESCU, Alexandru loan Cuza University of Iasi, Romania
Alexandru-Florin PLATON, Alexandru Ioan Cuza University of lasi, Romania
Victor PLOAE, Ovidius University of Constanta, Romania

Ion POHOATA, Alexandru Ioan Cuza University of lasi, Romania

Ioan POPA, Bucharest University of Economic Studies, Romania

Spiridon PRALEA, Alexandru Ioan Cuza University of lasi, Romania

Rodica ZAHARIA, Bucharest University of Economic Studies, Romania


http://www.ceswp.uaic.ro/

EDITOR IN CHIEF

Liviu-George MAHA, Alexandru loan Cuza University of Iasi, Romania

EDITORS

Anamaria BERCU, Alexandru loan Cuza University of Iasi, Romania
Sinziana BALTATESCU, Alexandru loan Cuza University of lasi, Romania
Ovidiu BURUIANA, Alexandru loan Cuza University of lasi, Romania
Elena CIORTESCU, Alexandru loan Cuza University of lasi, Romania
Ramona TIGANASU, Alexandru Ioan Cuza University of lasi, Romania

Ana SANDULOVICIU, Alexandru Ioan Cuza University of lasi, Romania

EXECUTIVE EDITORS

Ciprian ALUPULUI, Alexandru loan Cuza University of lasi, Romania
Lucian CRIVOI, Alexandru Ioan Cuza University of lasi, Romania
Gabriel-Andrei DONICI, Alexandru Ioan Cuza University of lasi, Romania
Bogdan IBANESCU, Alexandru loan Cuza University of lasi, Romania
Cristian INCALTARAU, Alexandru loan Cuza University of Iasi, Romania
Sorin-Stefan MAHA, Alexandru loan Cuza University of lasi, Romania
Sorin MAZILU, Alexandru Ioan Cuza University of Iasi, Romania

Loredana Maria SIMIONOYV, Alexandru loan Cuza University of lasi, Romania



S A \ _—y
lr" | h | '—':- {:'\-f / I'. / -.\I_
(I _.I|< I,' ,:‘w,’\f‘:, :]II' I'. /,-' 4
L~ ( ~

Volume X, Issue 1, 2018

Table of contents

Study on general awareness regarding the problem of environmental degradation 1

Simona-Roxana ULMAN

New aspects of sustainable development as a factor of competitiveness in the EU 27

Brankica TODOROVIC

A business case for sustainable development 49

Grazyna SMIGIELSKA

Financial sustainability of a globalised economy in the context of the mechanism of the 67
spread of crisis

Piotr KOMOROWSKI

National Identities and Socio-Economic Development in European Union 79

Cezar TECLEAN

Bulgaria’s energy security in the context of energy dependence on the import of oil 98
products

Diana EFTIMOVA

Family farms from Romania Nord Vest Region in the context of the rural sustainable 111
development

Maria MORTAN, Vincentiu VERES, Leonina BACIU, Patricia RATIU

Territorial and marketing strategies related to religious tourism in Northern Moldavia, 129
Romania

Bogdan-Constantin IBANESCU, Alina MUNTEANU, Oana Mihaela STOLERIU




CES Working Papers — Volume X, Issue 1

Study on general awareness regarding the problem of environmental
degradation

Simona-Roxana ULMAN"

Abstract

In my paper, I particularly investigate the current level of awareness on the problem of environmental
degradation. The analysis reveals some aspects that may be viewed as general conclusion at national
level and may be useful for environmental policies in order to obtain higher results and to induce a
correct behaviour practiced by part of the citizens and, consequently, more easily propagated among
the Romanians. In addition, the paper discusses some of the main difficulties for integrating the
environmental aspects within the theory and practices of economic development.

Keywords: environmental degradation, general awareness regarding environment, economic
perspectives on environmental degradation

Introduction

The process of development can be translated into the ascension of the whole economic, social,
political, cultural, and environmental system. These dimensions are interlinked, meaning that a lower
or higher level of some parameter influences, in a positive or negative manner, not only the system,
but each of its other sides. In other words, if one aspect is not approached in the political strategy,
remaining therefore uncovered and not encouraged to progress, the level of development in a region,
in a country or in a cluster of countries from one part of the world would not be capable to grow. This
type of development, “that sustains human progress not just in a few pieces for a few years, but for
the entire planet into the distant future”, is required in The Brundtland Report — “Our Common

Future” (WCED, 1987, p. 4)!. So, the final objective of development is the general welfare of the

* Simona-Roxana ULMAN is research assistant at CERNESIM Environmental Research Center, Alexandru loan Cuza
University of lasi, Romania, e-mail: simonaulman@yahoo.com.

! Starting from identifying the most important elements of world development capable to offer an appropriate perspective
of the general realities, specific indicators have been settled and measured. Having them as the starting point, it is possible
to formulate a concrete perspective of the level of development in the countries where such indicators were analyzed. In
this way, it is reconfirmed and reinforced the idea that development, as a general concept, includes, in its area of
understanding, aspects related not only to the economic dimension, but also to the social, environmental and political
ones. For example, the first indicator from the list of World Development Indicators measured by the World Bank (with
its latest updated data on June 2017, http://wdi.worldbank.org/tables) is WV.1 Size of the economy, including seven sub-
indicators related to economic dimensions: Population; Surface area; Population density; Gross national income, Atlas
method; Gross national income per capita, Atlas method; Purchasing power parity gross national income; Gross domestic
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present generations, as well as of those to come; in this way, development can be only a sustainable
one (Pohoatd, 2003, p. 13). More than that, Lafferty and Langhelle (1999) consider that sustainable
development has to be treated as “an ethical code for human survival and progress”, being compared
to “other high-minded ideas such as democracy, freedom and human rights” (Sharma and Ruud, 2003,
p. 205).

Economists have to distinguish between expansion (a term referring to the short run), economic
growth and development (Pohoata, 2003, pp. 10-11). The most common trend is to consider the first
two concepts (i.e., expansion and economic growth) and to neglect the last one when political
priorities are established. This trend has persisted for entire decades and it has to be approached within
a larger perspective of orientation over the long run. The change is imposed by the realities of our
days, which appear as continuous alarm signals at different levels (starting from the environment and
continuing with moral values, poverty, pollution, consumerism etc.), transmitting that the chosen
paths are not the correct ones (WCED, 1987; Tilbury, 1995; Brown, 2001; Socolow, 2004; Friedman,
2010; European Commission, 2014). In this context, some adjustments related to the identified main
global issues, including the environmental ones, become mandatory. To advance understanding of
the need for integrating environment in the economic development, the article investigates both the
theoretical issues and the general awareness related to this challenge. Consequently, this paper
especially intends to investigate the level of general awareness regarding the problem of
environmental degradation through: 1) clustering a number of countries from all over the world in
terms of general awareness related to the environment and trying to extract some conclusions from
this grouping and 2) analysing Romanians’ openness to environmental problems and formulating

some possible responses for attaining a higher level of awareness.

1. Difficulties in integrating environmental aspects within the theory and practices of economic

development

Worth mentioning is that, as a mandatory component of development, sustainability was
defined, in The Brundtland Report, as “the development that meets the needs of the present generation
without compromising the ability of future generations to meet their own needs” (WCED, 1987, p.

43). First, economists reinterpreted this definition as one that intended to suggest that the

product. Also utilized in this economic perspective, WV.2 Global goals: ending poverty and improving lives; WV.3
Global goals: promoting sustainability; WV.4 Global goals: strengthening partnership; WV.5 Women in development are
other indicators that resume the level of development from different perspectives: social, environmental, political, and
cultural.
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recommended development path was the one “where human well-being or welfare does not decline
over time” (Atkinson, 2000, p. 30). Unfortunately, this type of well-being was treated and analysed
exclusively from one perspective — the economic one?, neglecting the others that impact on people’s
state of being (i.e., the environmental and social dimensions)>.

The lack of integrating the environmental issues among the economic facts means cumulative
losses of natural capital that has required and still costs large sums of money for the global community
(Bartelmus, 2009; Woetzel et al., 2017). These costs are related to the damages caused by this absence
of integration, to the need of repairing the damages produced or of counteracting their negative
effects. The situation can be even worse because, under certain conditions, the natural resources are
impossible to be replaced or fixed, so that the damages are irreparable and the costs are huge. An
appropriate understanding of the economic and environmental significance of these costs should lay
at the basis of the expected change, in terms of attitude, behaviour, and attention paid to
environmental protection and to the importance of prioritizing it, even with financial costs over the
short run*. More, environmental policy can help meet Europe 2020 Strategy’s overall objectives of
moving to smart, sustainable and inclusive growth that will transform Europe into a knowledge-based,
resource-efficient economy (Europe 2020 Strategy, 2010). Greening the economy reduces
environmental costs by a more efficient use of resources, while new environmentally-friendly
technologies and techniques create employment, give a boost to the economy and strengthen the

competitiveness of European industry (EU Commission, 2014, p. 16)°.

2 The traditional economic approach is met when economists adopt the one-dimensional position for establishing a certain
reality, placing the economic perspective in the center of the whole society and not taking into account the other aspects
that interlink and impact each other. Brown (2001, p. 3) recommends the recognition of the fact that the economy is not
the center of our world, an assumption able to create the premises of economic progress, while improving, at the same
time, the general human welfare. Accordingly, it has become manifest that taking into consideration only one aspect of a
society and trying to formulate principles and rules only from this narrow perspective distorts reality and influences it in
a negative way.

3 Consequently, when measuring the health condition of a nation, the most widely used indicator is the gross domestic
product, that is “the government’s measure of the final value of all goods and services produced and consumed on the
market each year” (Goodstein, 2005, p. 85). However, if the aim is to investigate even an economic perspective over the
long run, at least four problems, widely mentioned in the socio-economic literature (Goodstein, 2005, pp. 85-86), should
be considered, namely: 1. GDP does not include the value of non-market production; 2. GDP does not subtract the costs
of growth i.e. externalities — pollution, congestion, defensive expenditures (“the money spent to protect oneself from a
deteriorating environment”); 3. GDP does not account for the depreciation of the (natural and physical, human-made)
capital used up in production; 4. GDP reflects the general perspective from an “average” point of view, not revealing the
real situation of a common, typical person — the “median” one.

The solution is to identify a more complex indicator capable to reflect a larger perspective upon reality, including the
three main aspects of sustainability, i.e. the economic, social and environmental dimensions, viewed over a long run
perspective.

4 Gowdy (2010, p. 14) explains that “there is a long history of antagonism between traditional neoclassical economists
and those advocating a more pluralistic approach to economic theory and policy. The debate has been less fruitful than it
might have been, because of the failure of many on both sides to be specific as to what is being criticized and defended”.
5 Referring to the macro-level and trying to emphasize the benefits of a sustainable approach, an example of positive
attitude put into practice, related to environmental protection and efficiency of resources, is Denmark. The first step was
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1.1. Main difficulties in integrating environmental aspects within the economic theory and

practices

The lack of integration has as primary sources the specific difficulties related to the economic
theory and practice. Thus, the first obstacle in integrating the environmental aspects within the theory
and practices of economic development is to respond to this question: What is the maximum level of
production that does not affect the environment? (Pohoatd, 2003). The climate is continuously
changing, exceeding the natural and normal variations, the changes being caused by the human
activities related to large-scale production. As Friedman (2008, p. 40) mentioned, our present
societies have built a very inefficient environment with the major efficiency met by generations along
timeS. It is assumed that economic development means production growth. In its turn, this growth
means pollution. The environment has a limited capacity to absorb it. So, the equilibrium must be
established.

The second difficulty of including the environmental aspects within the theory and practices of
economic development is to integrate the social value within the concept of efficiency (Pohoata, 2003;
Lafferty and Hovden, 2003; Gomez-Baggethun, 2014), viewed as the ability to produce as much as
you can with minimum resources. Accordingly, efficiency refers especially to a quantitative
dimension and to the economic aspect. However, the concept of efficiency should be also analysed
versus the non-economic (cultural, social, ethical, spiritual) values. The concept of “value” is defined
by Millennium Ecosystem Assessment (MA, 2003) as “the contribution of an action or object to user-
specified goals, objectives, or conditions”, and we have to underline that all the effects induced by a
specific action must be included within its area in order to obtain the real image of that action’s value.
Therefore, when an economic action is measured in terms of value or efficiency, the components of
the social and environmental effects it causes must be carefully analysed, for determining the exact
value of the action. Unfortunately, the common way to determine the value of an economic decision

is to take into consideration only the economic/financial issues and not the other effects caused by it.

the taxation for a more expensive energy, capable to determine savings in the households and thus increase efficiency.
This position was the result of political will (Friedman, 2008, p. 25). Although the expected impact of this political
position appeared as the fail of national competitiveness, as Connie Hedegaard asserts, national economy has registered
a growth equal to 70%, while energy consumption has been maintained to the same level all this time, and the
unemployment rate has been reduced (in time) to less than 2% (Friedman, 2008, p. 25). The fact that Denmark was part
of the pioneer group of countries that focused on solar and wind energy generated an important export industry (for
example, 1/3 of all wind turbines from all over the world are produced here) and a positive impact on the creation of
workplaces (Friedman, 2008, p. 26).

¢ Schaefer (2004, p. 186) draws some not very encouraging conclusions related to the integration of the dimensions of
sustainability in the strategy of economic entities, observing that, in his case study, the environment, social responsibility
and even sustainability, as a larger concept, were not perceived as a source of competitive or commercial advantage.

4 CES Working Papers | 2018 - Volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY



Study on general awareness regarding the problem of environmental degradation

So, the perceived value is deformed and, over the long run, the absence of a correct approach provokes
damages both on individual and societal levels. Also, some dimensions of human well-being - such
as freedom of choice, human rights, and intrinsic values - cannot be measured in terms of money so that
the monetary assessments can capture only partially the real total value (de Groot et al., 2010, p. 13).
Other difficulties for integrating the environmental aspects within the theory and practices of
economic development can be synthesized as follows: difficulties in assessing the natural resources
and in establishing their correct price and value; difficulties in building up and organizing a market
for the environment; difficulties in changing the perception that only profit is the final end of the
production process and not the human being and his/her well-being; difficulties in establishing the
type of causality between environmental and economic variables; lack of knowledge and awareness

in environmental aspects (Brown, 2001; Pohoata, 2003; European Commission, 2014).

1.2. Perspectives related to possible solution for integrating environment within the theory

and practices of economic development

As Brown (2001, p. 3) suggests, while economists observe only the explosive economic results,
ecologists perceive the reality of an economy that destroys the environment, producing long-term
problematic consequences. More optimistic, Atkinson (2000, p. 3) sustains that “the conflict between
welfare now and into the future can be reconciled by prudent management of a nation’s portfolio of
assets and by bringing the private costs of economic activity in line with its wider social costs”
(Atkinson, 2000, p. 35). Lorenzoni et al. (2000, p. 57) also mention that the negative effects, like
pollution, provoked by the economic actions can be possibly corrected “if society and environment
are seen as two, intimately co-evolving systems”, where co-evolution refers to “the constant and
active interaction between a living organism and its environment” (Norgaard, 1984, 1994 in
Lorenzoni et al., 2000, p. 57). In other words, integrating the environmental aspects within the theory
and practices of economic development means to humanize and ecologize the economy (Pohoata,
2003, p. 65).

This task is not only for economists, but also for ecologists (Brown, 2001, p. 2). These two
types of specialists have to work together and formulate policies that fit both economic and
environmental objectives, once known that a stable, supportive and close relation between economy

and environment is essential for a sustainable economic development. In other words, approaching
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the actual issues of our society by integrating the environmental aspects within the theory and
practices of economic development has become a must with no alternative’.

As Friedman (2008, p. 30) advocates, the basis of global and national security and of the
economic interest is the focus on greening our countries and, in this way, our world. Our duty is to
take position and to fight for our common future. In this case, the fight is about protecting the
environment and the natural resources. This has to be assumed with the awareness that, if we do not
change our economic paradigm and the way of rationing the practical economic problems, continuing
to put profit in the centre of all actions, the standards of living, the ecosystems, the economies and
citizens’ political choices will be endangered®. This threat comes from the most important issues of
our hot, flat, and crowded world, as they are identified by Friedman (2008): 1) the higher and higher
demand for energy and the poorer and poorer natural resources; 2) the large amount of financial
capital transferred to the countries rich in earth oil and, consequently, to their dictatorial systems; 3)
the continuous and irremediable climatic changes; 4) the lack of sufficient energy and the inequality
related to this aspect in the entire world, that divides the planet between countries that possess
electricity and have access to economic development and the ones that do not have electricity over
large geographical areas and, in this way, are condemned to isolation and poverty; 5) the accelerated
loss of biodiversity.

Paying attention to these specific problems, “we need to replace the rational economic man
with a science-based model of human behaviour and the model of the perfectly competitive firm with
the one that includes competitive institutions, cultural norms, and biophysical transformations”
(Gowdy, 2010, p. 14). Schaefer (2002, p. 179) realized a case study that showed that dealing with
environmental soundness and starting to integrate environmental and social issues in the management
strategy need to be a continuous and integrating process. It also evidenced that the environmental

issues were associated and not viewed in a separate way with the health and safety policies. The

7 As Atkinson (2000, p. 31) suggests, what is required is a “pluralistic approach”. An appropriate economy for the
environment, an eco-economy, as Brown (2001) calls it in his book, “Eco-economy”. Building an Economy for the Earth
requires economic policies based on the principles of ecology. Environmental and economic considerations are
complementary, like the two sides of the same coin (EU Commission, 2014, p. 16). Protecting the environment requires
fundamental change in the direction of economic progress and institutions of government policy, a change compatible
with a continuous economic growth.

8 In a world that is becoming hotter, flatter, and more and more crowded, the task of elaborating instruments and, in this
way, of laying the basis of the societal system, including its sources of energy and the moral and ethical values that have
to become rules for a civilized and developed world, is the greatest challenge of our generation (Friedman, 2008, p. 13).
Reform is the only reliable path capable to assure proper conditions of life both for us and for the next generations. This
assumption, although apparently exaggerated, is as correct as it can be. Global resource depletion and pollution oblige us
to recognize that the existing patterns of development and resource utilization are not sustainable, any longer.
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integrative above-mentioned aspect refers to this issue, revealing the deep understanding of the

sustainability concept with its three main components: environmental, social and economic.

2. Current level of awareness on the severity of environmental degradation and of its limits

In the world we are now living, certain realities cannot be neglected anymore and decisive steps
must be taken for finding proper solutions and for efficiently responding to these persistent problems.
One of them, the continuous degradation of the environment, with all its negative consequences, must
be approached from a strategic point of view, starting, this time, by placing the environmental
problems on the centre of the debates, and the profit and economic prosperity over the short run only
on the second place. The present global and regional reports are systematically asking countries to
assume that the environmental problems really exist and that they cannot be solved by themselves,
but only by the awareness and implication of all citizens and all public actors with decisional power.
In this context, it is useful to analyse the level of general awareness related to this aspect. The present
paper particularly investigated the current level of awareness on the severity of the problem of
environmental degradation. Consequently, its aim was to answer some questions, such as:

e [s the environment included in the list of the most serious problems of the world?

e Should protecting the environment become a priority, even if it may cause slower economic
growth?

e s the level of general awareness regarding the environmental problems influenced by certain
factors?

e Which are the factors that determine different levels of awareness and openness for solving the

environmental challenges in Romania?

2.1. Methodology

At the basis of our analyses, developed for responding to these questions, lays the study realized
by a global network of social scientists investigating the changing values and their impact on social
and political life, entitled World Values Survey’. Besides other types of social and economic issues,
the study also analyses some environment-related aspects and the actual environmental issues, as they

are perceived by the citizens from different countries. 6 different periods of time (1981-1984; 1990-

° Available at: www.worldvaluessurvey.org.
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1994; 1995-1998; 1999-2004; 2005-2009; 2010-2014) are considered in the analysis of quite similar
issues, for a possible evaluation of the changes which the values suffer over time.

Firstly, we have analysed the countries from the European Union included in the World Values
Survey 2010 — 2014: Cyprus, Estonia, Germany, Poland, Romania, Slovenia, Spain and Sweden,
along with, for obtaining a more general perspective, all the 60 countries included in this study for
the same period. We have selected two relevant issues from the survey regarding the environmental
problematic issues (Most serious problem of the world and Protecting environment vs. Economic
growth) and have investigated the percentages of respondents that gave the following responses: V1:
Environmental pollution is the most serious problem of the world and V2: Protecting the environment
should be a priority, even if it causes slower economic growth and some loss of jobs.

Secondly, we have proceeded to country grouping according to these two variables — V1 and
V2 - for all the 60 countries included in the World Values Survey 2010 — 2014. The method used is
the K-Means Cluster Analysis run in SPSS. This procedure attempts at identifying relatively
homogeneous groups of cases based on the selected characteristics. The aim of this clustering is to
observe whether the selected countries have a common trend related to: similar culture, geographical
position or stage of development and also to establish which countries are included in the same cluster
as Romania and, in this way, occupy almost the same position (adopted by their citizens) regarding
the environmental problems and the availability to give up some economic advantages.

Thirdly, for a clearer perspective on the facts linked to and which may be the cause of
considering the environment as the most serious problem of the world (V1) and for choosing
protecting it as a priority, even if it causes slower economic growth and some loss of jobs (V2) in
Romania, we have selected some cross-variables with different items. Different percentages of
respondents (who asserted that the environment is the most important problem and supported its
protection, even if this may cause slower economic growth) correspond to each item of these variables.
The distinct values may reveal some causes determining the importance given to the environment,
thus permitting some conclusions that may be further materialized as recommendations for
environmental and economic policies. The analysis was made on-line on World Values Survey Data
710

analysis tool'”, which gives the possibility to directly investigate each variable of the survey and also

to choose other variable from the study and to cross by it the main variable.

19You can find out more at: http://www.worldvaluessurvey.org/WVSOnline.jsp.
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2.2. General awareness regarding the problem of environmental degradation

Starting from the above-mentioned ideas, an important aspect regarding the environment is
related to its inclusion in the list of the most serious problems of the world. We can observe that, on
the average, the most important problem of the world is perceived as being the poverty and the people
experiencing it. 61.98% of the European respondents declared that, in their perception, people living
in poverty and need represent the most serious problem of the world. This percentage — of 56.5% - is
higher than the one of the respondents from all over the world (60 countries). In Romania, 52% of

the respondents considered poverty as the most critical matter of the entire world.

Figure 1. Most serious problem of the world (World Values Survey 2010 — 2014)

80

M People living in poverty and need

m Discrimination against girls and
women

Poor sanitation and infectious
diseases

Inadequate education

B Environmental pollution

Source: authors’ representation

This first option is followed by the environmental pollution one, with 13.18% European
respondents and 12.7% of the total respondents mentioning it as the most important problem of the
world. It is true that the percentages of respondents have different and significant levels (with an
intercept equal to 48.8% at European level and equal to 43.8% of all respondents), but it is important
to observe that pollution is considered to be the second most important challenge of the world. This
means that people are aware of the importance of the environment for their general welfare and of
the fact that its neglected protection is causing negative effects all over the world. Connecting the two
most serious problems of the world, it has to be mentioned that poverty is assumed as a major source

of environmental degradation - in the words of Brundtland Commission: “... poverty itself pollutes
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the environment... Those who are poor and hungry will often destroy their immediate environment
in order to survive... poverty itself is a major global scourge” (WCED 1987, 28). In other words, the
two aspects are interlinked and less poverty may translate into less environmental degradation. It is
important to notice that, in general, Romanians are not especially aware of environmental pollution,

only 8.7% of them giving this response.

Figure 2. Protecting environment vs. Economic growth (World Values Survey 2010 — 2014)

70

60 +~
M Protecting the environment
50 should be given priority, even
if it causes slower economic
growth and some loss of jobs

40
30 1

20 -
 Economic growth and creating
10 - jobs should be the top priority,
even if the environment
suffers to some extent

Source: authors’ representation

Observing the general current problems of the world, manifested in latest years, a great amount
of literature has been dedicated to the continuous degradation conditions related to environment,
pollution, to the poverty in certain parts of the world, to the general waste of natural resources, access
to water sources and even to land and pastures. De Groot et al. (2010, p. 4) associate the
environmental problems with both poor information and institutional failures (related to the benefits
of the natural resources and the need of their preservation). Sharma and Ruud (2003, p. 209) also
support the idea identified in the literature, explaining that “a reason for the failure of environment
and social regulations is the inability of governments to reconcile the apparent conflict with desired
economic outcomes. The problem is often seen as one of jobs versus the environment and the

economic dimension is given greater importance”. This statement is confirmed by the level of
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environmental degradation met all over the world, and by people’s becoming more and more aware

of the negative effects caused by their behaviours.

Figure 3. Protecting environment vs. Economic growth — Most mentioned answer
(World Values Survey 2010 — 2014)

Protecting environment vs. Economic growth
Most mentioned answer

Protecting the envir... Economic growth and ...

Source: World Values Survey 2010 — 2014 online data analysis

Focus on environmental issues has as roots the places where cumulative losses in ecosystem
services started to appear, which obliged the society to pay attention to them and to find specific
solutions (de Groot et al., 2010, p. 4). The results of the World Values Survey 2010-2014 on this issue
certify the boosting level of awareness, observing that 47.1% of all respondents from the 60 countries
included in the analysis and 44.9% of the European ones consider that protecting the environment
should become a priority, even if it causes slower economic growth and some loss of jobs. In Romania,
57.9% of the respondents opted for the alternative: economic growth and new jobs should be the top
priority, even if the environment suffers to some extent, underlying that, when the respondents do not
have formal education, this percentage grows up to 71.5%. These high percentages of people that put

on the first place the creation of new jobs reveal a series of problems that our national economy is
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facing and provoke the classical debates met in the literature related to economic growth in less
developed countries and to the environmental measures that have to be imposed to these countries.
As shown in Figure 3, the geographical extension of this awareness is quite high, countries
predominantly opting for environmental protection. We must assume that this is the first step in the
action of protecting nature and its resources and also that high differences appear between words,
attitudes and behavioural patterns. However, even if this first step is an important achievement for
saving what can be still saved, it is recommended to advance to the next step, with the certitude that
people are able (at least at declarative level) to back up the fight against environmental degradation.
De Groot et al. (2010) also mention that the awareness on the importance of the environment and of
its components for human welfare is growing. However, although this fact reflects a reality, the loss
of biodiversity and degradation of ecosystems still continue at large scale, requiring changes in the
perceptions on the environment and on its benefits, in the manner it is valued and treated by humans

in their economic and social activities (de Groot et al., 2010, p. 4).

2.3. Grouping of countries in terms of general awareness on environmental aspects

The 60 countries included in the World Values Survey 2010-2014 were divided into eight
clusters with different levels of awareness and openness to the environment, taking into consideration
the two investigated variables: V1: Environmental pollution is the most serious problem of the world
and V2: Protecting the environment should be given priority, even if it causes slower economic
growth and some loss of jobs (see Table 1).

Data of Table 1 show that the first cluster includes the countries with a high orientation to
environmental problems (between 36.2% and 39.5%) and a high availability to prioritize
environmental protection (between 48.2% and 60.6%). It includes 2 Asian countries in the third stage
of development — Taiwan and South Korea. The other Asian developed country — Japan — is an
exception among the 60 countries taken into analysis in the World Values Survey 2010-2014, being
the only country of the second cluster with the highest orientation to consider environmental pollution
as the most serious problem of the world (41.3% - significantly detaching itself from the other
countries in this respect), but a low availability to prioritize environment protection (22.7% - almost
the lowest one with the exception of two undeveloped countries in the first stage of development —
Haiti and Rwanda). Contrary to this, Haiti (belonging to the eighth cluster) registers a very low

orientation to environmental problems (1.7%), appearing as the country that does not significantly
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associate the environment with the most important problems of the world, and showing the lowest
availability to prioritize environmental protection (3.8%).

The third cluster is formed of the countries with the lowest orientation to environmental
problems (0.4% - 14.2%) and a medium to high availability to prioritize environmental protection
(45.7% - 54.5%). It includes countries in each stage of development (5 countries in the first stage of
development, 4 countries in the second and 2 countries in the last stage, according to The Global
Competitiveness Report 2016-2017). As one may observe, Germany, Argentine and Cyprus are part
of it, along with other Asian and African countries with very different cultural patterns and different
competitive levels, including Palestine, Ghana, Kazakhstan, Libya, Morocco, Pakistan, Tunisia, and
Turkey.

The fourth cluster is preponderantly composed of countries in the second stage of development,
most of them from America, but also from Asia, Europe and Australia. These countries are described
as being low- to medium-oriented to environmental problems (5.8% - 10.9%), but registering the
highest availability to sacrifice some jobs and to assume a slower economic growth for the sake of
environmental protection (58.4% - 73.6%).

Romania is part of the fifth cluster, described as having a low orientation in considering
environmental pollution as the most serious problem of the world (1.2% - 10.9%) and a low to
medium availability to prioritize the protection of environment, even if it may affect economic growth
and provoke some job losses (22.1% - 38.1%). It can be observed that this cluster is preponderantly
formed of countries in the first stage of development (8 countries from 13, the others being 1 in the
third stage - Spain and 4 in the second stage). Related to their geographical position, these countries
are especially from Africa and Asia (10 countries), but also from Europe (Romania and Spain) and
from America (Trinidad and Tobago).

The sixth cluster is the one with a medium orientation to environmental problems (10.3% -
21.8%) and a medium availability to prioritize environmental protection (30.5% - 47.7%). This is the
cluster of the European countries, as it is mostly formed of countries from Europe, apart from those
of Asia and Australia. All stages of development are present here, but especially the third (4 countries)

and second ones (5 countries), only 2 countries being in the first stage.
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Table 1. Grouping of countries in terms of awareness on environmental issues

The most serious problem of the | Protecting the environment should be given priority,
Number of world is environment pollution even if it causes slower economic growth and some
cluster V1 loss of jobs (V2)
V1 min | V1 max V2 min | V2 max
Cluster 1 36.2% | 39.5% 48.2% | 60.6%
High orientation to High availability to prioritize environment
environmental problems protection
Taiwan, South Korea
Cluster 2 41.3% | 41.3% 22.7% | 22.7%
Highest orientation to Low availability to prioritize environment
environmental problems protection
Japan
Cluster 3 0.4% | 14.2% 45.7% | 54.5%
Lowest orientation to Medium to high availability to prioritize
environmental problems environment protection
Argentina, Cyprus, Palestine, Germany, Ghana, Kazakhstan, Libya, Morocco, Pakistan,
Tunisia, Turkey
Cluster 4 5.8% | 16.5% 58.4% | 73.6%
Low to medium orientation to Highest availability to prioritize environment
environmental problems protection
Australia, Brazil, Chile, Colombia, Georgia, India, Kyrgyzstan, Malaysia, Philippine,
United States, Uruguay
Cluster 5 1.2% | 10.9% 22.1% | 38.3%
Low orientation to Low to medium availability to prioritize
environmental problems environment protection
Algeria, Azerbaijan, Jordan, Kuwait, Nigeria, Romania, Rwanda, South Africa,
Zimbabwe, Spain, Trinidad and Tobago, Egypt, Yemen
Cluster 6 10.3% | 21.8% 30.5% | 47.7%
Medium orientation to Medium availability to prioritize environment
environmental problems protection
Armenia, Estonia, Iraq, Lebanon, Netherlands, New Zealand, Poland, Singapore, Slovenia,
Ukraine, Uzbekistan
Cluster 7 16.9% | 25.6% 50.2% | 63.1%
Medium to high orientation to High availability to prioritize environment
environmental problems protection
Belarus, China, Ecuador, Hong Kong, Mexico, Peru, Qatar, Russia, Sweden, Thailand
Cluster 8 1.7% | 1.7% 3.8% | 3.8%
Very low orientation to Lowest availability to prioritize environment
environmental problems protection
Haiti

Source: own representation using World Values Survey 2010 — 2014 online data

The seventh cluster is formed of countries with a medium to high orientation to environmental
problems (16.9% - 25.6%) and a high availability to prioritize environmental protection (50.2% -

63.1%), in all stages of development (3 in the first stage, 5 in the second stage and 2 in the last one),
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belonging to Asia, America and Europe. China is part of it, emphasizing its high willingness to protect
the environment, even with some financial and job losses. This means that Chinese citizens are aware
of their huge environmental problems that affect the quality of their life every moment and are eager

to take position, even with some sacrifices.

Figure 4. Grouping of countries in terms of openness to environmental problems
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Source: own representation, using World Values Survey 2010 — 2014 online data

In conclusion, the highest orientation in considering environmental pollution as the most serious
problem of the world is met in the Asian countries, preponderantly in the developed ones (e.g., Japan,
Taiwan, South Korea). Also, the highest availability to protect the environment, even with some
economic losses, is registered both in American and Asian countries, with the highest percentage of
respondents - equal to 73.6% - in Malaysia. Among the countries considered in the analysis, Romania
registers a low orientation towards environmental problems and a low to medium availability to
prioritize environmental protection, similarly with some other countries from all over the world and

in all stages of development, but especially in the first stage of development - from Africa and Asia.
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Also, it is part of one of the largest clusters among the eight groups of countries formed, if taking into
consideration the awareness of their citizens to environmental problems. Therefore, it may be stated
that Romania follows the most common trend of world’s undeveloped and developing countries, so
that an increased general awareness must be promoted in order to overcome the environmental
deficiencies. In this situation, a deeper analysis related to the causes that may impact and determine

a higher level of general awareness related to this aspect in Romania is also useful, if not mandatory.

2.4. Romanians’ openness to environmental problems. Possible responses for reaching a

higher level of awareness

For a clearer perspective related to the facts related to and which might cause the situation that
the environment is the most serious problem of the world (V1) and for choosing protecting it as a
priority, even if it causes slower economic growth and some loss of jobs (V2) in Romania, we have
selected some cross-variables. The crossing variables with items that determine different percentages
of people who see the environment as the most serious problem of the world or prioritize its protection
are: 1) age, 2) employment status, 3) educational level attained, 4) sector of employment, 5) sex, 6)
care for environment being important to the respondent, 7) the importance of doing something for the
society, 8) level of integration in the local community, 9) nature of tasks from the job, 10) level of
family savings, 11) materialistic or post-materialistic orientation of individuals, 12) level of freedom
in domains like gender equality and public speech, 13) distance from the “sacred” sources of authority
in institutions of order (army, police, courts) (see Table 1).

A separate analysis of these parameters shows that (firstly) age influences the prioritizing of
environment and its pollution among world’s problems, such as people living in poverty and need,
discrimination against girls and women, poor sanitation and infectious diseases, inadequate
education. Taking into consideration the seriousness and significance of all these global challenges,
choosing environmental pollution as the most important problem of the world (V1) and prioritizing
its protection even it causes slower economic growth (V2) represent a big step in the fight against the
damages done to nature and to its resources. However, if considering the high level of damages that
the economic activities have provoked and are still provoking, we can conclude that these results are
not as satisfactory as they should be, great efforts being still needed for attaining a higher awareness
related to environmental degradation. The youngest Romanians tend to give more attention to
environmental aspects than the oldest ones, because they are more open to certain problems, even if

they do not necessarily and directly affect them. Also, they are more inclined to have a long-run
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perspective and to sacrifice the present for a cause that does not influence their immediate reality. In
other words, the percentages of respondents considering that the most serious problem of the world
is environmental pollution (V1) are progressively decreasing as the respondents are older. The same
situation is met for the ones considering that protecting the environment should be given priority,
even if it causes slower economic growth and some loss of jobs (V2). Accordingly, analysis of the
two investigated issues related to environmental problems, for the group with respondents up to 29
years, shows that the percentage is equal to 14.3% for the response related to the most serious problem
of the world (V1) and to 36.3% for the one related to protecting environment vs. economic growth
(V2) while, for the group up to 50 years and more, it decreases to 6.5% (for V1) and 32.9%,
respectively (for V2). As a conclusion, the environmental campaigns must have as the main target
group the younger people, more willing to allocate time and other types of resources for supporting
this type of actions. The fact that the golden-agers are not very oriented to give priority to the
environmental problems is confirmed for the second time by the low percentages of retired people
(5.5% for V1 and 30.3% for V2) considering the environment the most serious problem of the world
and prioritizing it in spite of the economic losses. The self-employed ones tend to offer the greatest
support to this kind of global challenge, with percentages equal to 11.8% (for V1) and 47.8% (for
V2), respectively.

The level of education attained is also an important factor determining the option for
environmental issues as society’s challenges, the observation to be made being that those with
university-level education and academic degrees register highest percentages (13% for V1 and 53.6%
for V2, respectively). This group is followed by the previous level of education - complete secondary
school: university-preparatory type (9.1% for V1 and 30.5% for V2, respectively) and, by the
complete primary school level, with a percentage equal to 1.6% for V1 and 18% for V2, respectively.
In other words, the more educated the respondents are, the more inclined are they to give priority to
environmental problems. So, specific investments in education may impact on the level of supporting
environmental causes. Similarly, a method of cultivating environmental awareness is proposed by
Chawla (2002, 11), who discusses the capability of children to learn active and responsible
citizenship, in which the environment aspect can be included, through opportunities to practice it. It
is the duty of the public actors to introduce such activities in the formal education of children in
schools, but not only. Other possibilities are related to the organization of different events/actions in
which children should be involved, thus having the possibility to practice, since childhood, some

principles regarding environmental protection. “The inclusion of children and youths represents a
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new frontier in policy development, but one vital for the success of long-term goals for sustainability”
(Chawla, 2002, pp. 12-13).

Other variable that registers different levels of options related to the environmental problem is
the sector of employment of respondents - the more oriented to the environment being the employees
from the private non-profit organizations (14.8% for V1), followed by the ones working in
governmental or public institutions (10.9% for V1) and by those in private business and industry
(7.7% for V1). The situation is slightly different when the problem is put in the other way, protecting
the environment should be given priority, even if it causes slower economic growth and some loss of
Jjobs being most selected by the employees from the public sector (37.9%), followed by the ones from
private business and industry (37%) and by those from private non-profit organizations (26.3%).
Therefore, it is essential to encourage all sectors of employment, but, as it can be seen, also the
institutions with decision power that are not registering a high level of awareness related to
environmental problems. Traditionally, the important campaigns related to nature and to its
protection, initiated by public actors and by those that have as main objectives protection of the
environment, must take into consideration and encourage, besides the support of the external groups,
the one of the people that work nearby them, in related public institutions, who could also have a
word to say in this respect and thus substantially contribute to promoting actions’ success. Gender
also has implications in the selection of the responses, females supporting more the social problems
of the world and less the environmental ones (6% for V1 and 32.3% for V2, respectively) than males
(11.5% for V1 and 32.3% for V2, respectively). Strengthening of local community attachment
determines a higher care for the community, for its health and welfare in general and, in this way, a
higher implication in environmental protection (7.9% of responses of those who see themselves as
part of their local community, compared to 4.9% of those who strongly disagree with this). Having
more creative and intellectual tasks determines a higher orientation to environmental problems. The
percentage of respondents with mostly routine tasks is equal to 3% for V1 and 30.8% for V2,
respectively, comparatively with the ones that have non-routine tasks (13.3% for V1 and 44.3% for
V2, respectively). Similarly, the percentage of people with mostly manual tasks (7.3% for V1 and
27.2% for V2, respectively) is lower than of those performing intellectual tasks (13.2% for V1 and
47.1% for V2, respectively). The comfort of having the possibility to save money also improves the
availability to support environmental problems (from 6% for V1 and 30.9% for V2, respectively, in
those that spent their savings and borrowed money to 10% for V1 and 35.9% for V2, respectively, in
those that have saved money). This is related to the fact that people mostly concerned with material

needs and physical and economic security are less willing to consider pollution as the most serious
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problem of the world (5.8%) and to prioritize protecting of the environment (27.4%) than the ones
that stress the aesthetic and the intellectual, and cherish belonging and esteem (13.2% for V1 and
55% for V2, respectively). Other aspects that seem to influence the priority given to environmental
problems are related to: 1) priorities for freedom of speech and people’s say in national, local and
job affairs, observing that the difference is from 7.2% for V1 and 29.4% for V2, respectively, in those
who do not cultivate such principles and that place environmental problems on the first place to 10.9%
for V1 and 55.9% for V2, respectively, in those that attend them; 2) people’s freedom in the domain
of gender equality, support of women’s equal access to education, jobs and power, with percent
differences from 7% for V1 and 15.1% for V2, respectively, in those that do not support gender
problems to 12% for V1 and 51.6% for V2, respectively, in those who do support it; 3) people’s
distance from sources of authority in the domain of order institutions such as army, police, courts
etc. - people that have confidence in public institutions are more available to support environmental
causes (13% for V1 and 31.1% for V2, respectively) than the ones that do not have confidence in
them (5.8% for V1 and 27.1% for V2, respectively).

Table 2. Percentages of respondents that put on the first place the environment, on the basis of
other crossing variables in Romania (World Values Survey 2010 — 2014 online data analysis)

Nr. Percentages for the
Crt.
response Percentages
The most serious for the
Crossing variable problem of the response
world is Protecting
environmental environment:
pollution:

1. | No crossing variable — all respondents 8.7% 34.8%

2. | Age Up to29 years 14.3% 36.3%
Up to 30-49 years 8% 36%
Up to 50 years and more 6.5% 32.9%

3. | Employment status Self-employed 11.8% 47.8%
Full time 9.6% 37.7%
Part time 10% 36.1%
Retired 5.5% 30.3%

4. | Highest educational No formal education 4.9% 18.8%

level attained Complete primary school 1.6% 18%

Complete secondary school: 8.8% 42.2%
technical/vocational type
Complete secondary school: 9.1% 30.5%
university-preparatory type
University-level education, 13% 53.6%
with degree
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5. | Sector of employment | Government or public 10.9% 37.9%
institutions
Private business and industry | 7.7% 37%
Private non-profit 14.8% 26.3%
organizations
6. | Sex Male 11.5% 37.4%
Female 6% 32.3%
7. | Looking after the Very much like me 10.5% 39.2%
environment is Not like me 3.7% 18.5%
important to this
person, to care for
nature and to save life
resources
8. | Itis important to this | Like me 11.6% 34.2%
person to do something | Not like me 5.4% 24.9%
for the good of society
9. | Protecting Protecting the environment 14.3% -
environment vs. should be given priority, even
economic growth if it causes slower economic
growth and some loss of jobs
Economic growth and 5.4% -
creating jobs should be the
top priority, even if the
environment suffers to some
extent
10. | I see myself as part of | Strongly agree 7.9% 35%
my local community Strongly disagree 4.9% 50.5%
11. | Nature of tasks: Mostly non- manual tasks 13.2% 47.1%
manual vs. intellectual | Mostly manual tasks 7.3% 27.2%
12. | Nature of task: routine | Mostly non-routine tasks 13.3% 44.3%
vs. creative Mostly routine tasks 3% 30.8%
13. | Family savings Save money 10% 35.9%
Spent savings and borrowed 6% 30.9%
money
14. | Post-materialist Post-materialist 13.2% 55%
index" Materialist 5.8% 27.4%

' The index refers to the materialistic or post-materialistic orientation of individuals. Materialists are mostly concerned
with material needs and physical and economic security. In contrast to this, post-materialists strive for self-actualization,
stress the aesthetic and the intellectual, and cherish belonging and esteem (Held et al., 2009).
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15. | Emancipative values — | 0-0.17 7.2% 29.4%
4: Voice subindex" 0.9-1 10.9% 55.9%

16. | Emancipative values — | 0-0.1 7% 15.1%
2: Equality subindex™ | 0.9-1 12% 51.6%

17. | Scepticism index" 0-0.1 13% 27.1%
0.9-1 5.8% 31.1%

Source: World Values Survey 2010 — 2014 online data

As a validation measure, we wanted to see whether the respondents declaring that doing
something good for the society and looking after the environment is important to them, to care for
nature and to save life resources are also considering that the environment is the most serious problem
of the world and tend to prioritize it, even if it causes slow economic growth and some loss of jobs.
This type of support proves their availability to be involved in and to support the actions made for
improving the protection of nature and the level of saving life resources. People considering that it is
not important for them to do something good for the society and to look after the environment viewed
this aspect as the most important problem and opted for its protection even if it may cause slower
economic growth, even if in a lower percent compared to those assuming that these actions are
important for them. Consequently, the percentages of respondents are the following: 1) 5.4% of them
stated that it is not like me to do something good for the society, but also selected the environment
seen as the most serious problem of the world compared to 11.6% of those mentioning that it is /ike
me to do something good for the society and also selecting the environment seen as the most serious
problem of the world; 2) 3.7% of respondents stated that it is not like me to look after the environment,
but also selected the environment seen as the most serious problem of the world compared to 10.5%
of those mentioning that it is like me to look after the environment and also selecting the environment
seen as the most serious problem of the world. For the protection of environment with possible job
losses, the percentages are: 1) 24.9% of respondents stated that it is not like me to do something good

for the society compared to 34.2% of those mentioning that it is like me to do something good for the

12 Index measuring aspects related to people’s voice (priorities for freedom of speech and people’s say in national, local
and job affairs) (WVS variables description).

13 Scaling: Multi-point scale, ranging from a theoretical minimum of 0, when the least emancipative position is taken on
all items, to a maximum of 1.0, when the most emancipative position is taken on all items. Intermediate positions are
given in fractions of 1.0 (WVS variables description).

14 Index measuring aspects related to people’s freedom in the domain of gender equality (support of women’s equal access
to education, jobs and power) (WVS variables description).

15 Index measuring aspects related to people’s distance from “sacred” sources of authority in order institutions (army,
police, courts) (WVS variables description).
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society and 2) 18.5% of respondents stated that it is not like me to look after the environment compared
to 39.2% of those mentioning that it is very much like me to look after the environment.

In other words, the respondents that perceive as important for them to do something good for
the society and/or to look after the environment tend to be more aware of the environmental problems

and of its protection, despite the fact that their option determines certain losses over the short run.

Conclusions

Besides the general criticism on economists’ inability to predict the future, their lack of
commitment with the real world and their preference for mathematics over people (Snyder ef al.,
2017), the main economic inaccuracies related to sustainable development are: 1) the one-
dimensional position is the most common one in the traditional economic theory, appearing as a
narrow approach that distorts reality and influences it in a negative way; 2) human welfare is
measured in terms of GDP and its continuous growing is estimated as an indicator of general
development; 3) economists do not work in interdisciplinary teams (with ecologists or/and
sociologists), therefore they do not have unified point of views and, accordingly, their different
theoretical and practical reasoning determine different perspectives that produce damages in the
society. These errors are interlinked and have as root the fact that the final objective of economic
actions is usually only the profit or the efficiency, seen as the ability to produce as much as you can
with a minimum quantity of invested resources, without taking into account the other (environmental,
social, cultural etc.) effects of these actions.

Integration of the environmental aspects within the theory and practices of economic
development involves specific difficulties, such as: to establish which is the maximum level of
production that does not affect the environment; to integrate the social value in the concept of
efficiency; to assess the natural resources and to establish their correct price and value; to build up
and organize a market for the environment; to change the perception that only profit is the finality of
the production process and not the human being and his/her well-being; to establish the type of
causality between the environmental and economic variables.

Analysis of these difficulties and also of the current environmental problems manifested all
over the world evidences that, nowadays, the severity of environmental degradation and of its limits
has not attained a high level of awareness. Anyway, it is important to observe that environmental
pollution is considered to be the second most important problem of the world. This means that people

are aware of the importance of the environment in the societies and of the fact that disregard of its
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protection is causing negative effects all over the world. As already mentioned in our analysis,
Romania registers a low orientation towards environmental problems and a low to medium
availability to prioritize environmental protection, in line with some other countries from all over the
world and in all stages of development, but especially in the first stage of development - from Africa
and Asia. Also, it is part of one of the largest clusters of the eight groups of countries formed by
taking into consideration the awareness of their citizens on environmental problems. The conclusion
to be drawn is that Romania follows the most common trend of world’s undeveloped and developing
countries, so that an increased general awareness must be promoted in order to overcome the
manifested environmental deficiencies.

The analysis also revealed some aspects that may be viewed as general conclusions at national
level and may be useful for environmental policies. Firstly, the environmental campaigns should have
as their main target group especially the younger people, who are more willing to allocate time and
other types of resources for supporting such actions. Secondly, the level of education is important as,
the more educated the respondents are, the more inclined are they to give priority to environmental
problems. So, specific investments in education may impact on the level of supporting the
environmental causes. Thirdly, it is also essential to encourage all sectors of employment to fight
against pollution and against other environmental deficiencies, including the institutions with
decision power that do not register a high level of awareness related to environmental problems.
Fourthly, strengthening the local community attachment determines a higher care for the community
and for its health and welfare in general and, in this way, a higher involvement in environmental
protection. Fifthly, other aspects that seem to influence the priority given to environmental problems
are related to the priorities for freedom of speech and people’s say in national, local and job affairs;
people’s freedom in the domain of gender equality, support of women’s equal access to education,
jobs and power; people’s distance from sources of authority in the domain of order institutions such
as army, police, courts etc. In other words, these are important foundation elements for the policies
aiming at improving the environmental conditions at national level. Starting from them, it will be
easier to obtain higher results and to induce a correct behaviour practiced by part of the citizens and,
consequently, more easily propagated among the Romanians. It would be interesting and equally
useful to see whether Romania follows the common trend and to extend such conclusions to a general
perspective, valid for most countries of the world, capable of revealing a particular perspective within

a certain national context.
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Abstract

The process of integration and future developments within the European Union (EU) covers the issues
of environmental protection, sustainable development and energy efficiency. These issues are
becoming a significant part of economic and social development and appear as a factor for assessing
the competitiveness of the EU countries. Therefore, this paper focuses on: the implementation of
achieving the climate and energy objectives in line with the Europe 2020 Strategy, the environmental
sustainability of EU countries under the Environmental Performance Index (EPI) and the assessment
of the competitiveness of the EU countries on the basis of ecological development.
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Introduction

The European Union (EU) strongly promotes action in the field of climate, sustainable
development and environmental protection, in the most important program documents: the Lisbon
Strategy, the revised Lisbon Strategy, Europe 2020 Strategy, as well as, in a number of directives and
regulations. The EU seeks to become the most competitive and dynamic economy in the world by
means of innovation and knowledge of the single market, a flexible labour market, strengthening
social cohesion and entrepreneurial climate and environmental sustainability. Environmental
sustainability, in modern conditions, becomes a factor in competitiveness and sustainable economic
development.

Within the EU there are differences between countries in terms of environmental sustainability
and meeting the climate-energy goals defined in the Europe 2020 Strategy. Positive examples of
practices of individual countries can be used for planning future environmental policy in other EU
countries. Comparison progress between the EU and each country individually, considering a clever,

sustainable and inclusive growth, according to the strategy, indicates the relationship between the
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increase in productivity, innovation economy and environmental protection, respectively,
environmental sustainability.

Environmental sustainability is conditioned by the development and application of eco-
management whose holders are energy managers and bond energy management, as well as, the

necessary conservation of protected areas and species in the context of ecological networks.

1. Strategic basics of planning of environmental protection in the EU

Strategic planning of the EU has begun with the adoption of the Lisbon Strategy in 2000 whose
aim was that the EU becomes the most competitive and dynamic economy in the world by 2010,
based on knowledge, capable of achieving sustainable economic growth with more and better
working places and stronger social cohesion (European Council, 2000).

In order to continue structural reforms, sustainable development and strengthening social
cohesion after 2010 defined a new EU development strategy - "Europe 2020: A strategy for smart,
sustainable and inclusive growth" (European Commission, 2010a). The Europe 2020 Strategy is
focused on three mutually reinforcing priorities:

1. Smart growth-economic development based on knowledge and innovation (scientific and
technological research and development, innovation, education and digital society),

2. Sustainable-growth at the same time to promote competition and manufacture that is efficient
applicable to resources and

3. Inclusive growth-greater participation in the labour market, the fight against poverty and social
cohesion.

In the new strategy ("Europe 2020") the EU Member States have defined five quantitative
targets to reach in 10 years:

1. Increase of the employment of the population aged 20 to 64 years with 69% to 75%;

2. Increase percentage of BDP that is allocated to the research and development from 1.9 t03%;

3. Exercising"20-20-20" climate-energy target-20% reduction in emissions of greenhouse gases
compared to 1990 (or even 30% if conditions permit), 20% increase in the share of renewable energy
in final consumption and by 20% increase the energy efficiency;

4. Reduction of the rate of early dropout at below 10% with 15% while simultaneously increasing the
proportion of the population aged 30 to 34 years with a university degree from 31% to 40% and

5. Reducing the number of people living below the poverty line by 25% which should be the release of

over 20 million people out of poverty.
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Analysis of meeting the climate-energy goals

In March 2014 the European Commission published a document that provides an overview of the
state—in achieving the set goals the Europe 2020 Strategy (European Commission, 2014c). The following
text provides an overview of the progress achieved the third climate-energy goal on the basis of:

6. Reducing the emissions of greenhouse gases by 20%; between 1990 and 2012, the emissions of
greenhouse gases, at EU level decreased by 18% due to the contractor's climate and energy policy,
but it had a significant impact economic stagnation, which is why this objective will be achieved even
exceeded to 24% by 2020;

7. Increasing the share of renewable energy in final consumption by 20%; the share of renewable energy
in energy consumption in the EU increased by 5.9% in the period from 2005 to 2012 and in 2012 it
was 14.4%. If the trend continues to increase, the EU is on track to reach the set target of 21%.

8. Increasing energy efficiency by 20%; there has been some progress in increasing energy efficiency,
but the achievement of the set goal of 20% is needed to reduce primary energy consumption by

another 6.3%.

Table 1. Analysis of achieving climate-energy goals (cut-off 2014)

Re(.iu?mg Renewable Energy efficiency of energy use
Member States emissions energy reduction in Mtoe
CO2 % %
The main objective at the
EU level -20 20 206,9
Austria -16 34 7.16
Belgium -15 13 9.80
Bulgaria 20 16 3.20
Cyprus -5 13 0.46
Czech Republic 9 13 -
Germany -14 18 38.30
Denmark -20 30 0.83
Estonia 11 25 0.71
Greece -4 18 2.70
Spain -10 20 25.20
Finland -16 38 4.21
France -14 23 34
Hungary 10 14.65 2.96
Ireland -20 16 2.75
Italy -13 17 27.90
Lithuania 15 23 1.14
Luxembourg -20 11 0.20
Latvia 17 40 0.67
Malta 5 10 0.24
Netherlands -16 14 -
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Poland 14 15.48 14.00
Portugal 1 31 6.00
Romania 19 24 10.00
Sweden -17 49 12.80
Slovenia 4 25 -
Slovakia 13 14 1.65
United Kingdom -16 15 -

Source: Europe 2020 four years later guide, 2015.

Analysis of the climate-energy objectives shows that CO, emissions were below the national
targets foreseen for 2020 in 15 Member States (Cyprus, Hungary, Italy, Greece, Spain, Portugal,
Czech Republic, Romania, Slovakia, Lithuania, Slovenia, Malta, Latvia, Bulgaria and Poland) while
the best results realized in Luxembourg, Denmark and Sweden.

The EU is currently the world leader in investing in renewable energy, especially, in the
development of wind energy and solar energy. Although, in general we can speak of progress in most
Member States additional efforts are needed to achieve this objective. National targets for increasing
the share of renewable energy in final consumption ranged from 10% in Malta to 49% in Sweden.
The level of primary energy consumption in Cyprus, Estonia, Greece, Finland, Croatia, Hungary,
Ireland, Latvia, Lithuania, Portugal, Romania, Slovakia, Luxembourg, Poland, Spain, Italy and

Slovenia was below their national indicative targets (Figure 1).

Figure 1. The realization of the objectives of the climate-energy goals in the EU
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Source: author’s representation using Europe 2020 four years later guide, 2015

These variations in national targets in relation to setting goals are influenced by the following reasons:
e the impact of the economic crisis and the stagnation of the temporary progress in achieving the

goals,
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e implementation of instruments from the category of resource efficient Europe and complementary
regulations from the Climate and Energy package and

¢ reduction of carbon intensity and use of appropriate structural and other funds in order to improve
the production and consumption model "the establishment of a vision of structural and
technological changes" for the transition (by 2050) to a low-carbon economy (European
Commission, 2009b).

In 2012 the European economy was almost twice less carbon intensive (the amount of emissions
per unit of GDP) (European Commission, 2014a). If the achieved results measure in relation to the
obligations arising from the Kyoto Protocol (8% in the period 2008-2012 compared to 1990), it is
estimated that the EU-15 has decreased its emissions already in 2011 in excess of the envisaged
commitments (14.6%) (EU, Sustainable Development in the European Union, 2013). The policy
proposal for climate change and energy for the period from 2020 to 2030 aim to make the EU's
economy more competitive, safer and sustainable (European Commission, 2014b).However, it should
be borne in mind that in the current and future development of the member states, the overall position
of, first of all, the energy sector, the existing international and other obligations and the real
opportunities of the economy and society for achieving the reduction of CO2 emissions as one of the
climate and energy goals.

In 2009, the EU economy suffered great damage and a fall of 4.5%. The temporary suspension
of the economic decline in 2010 was short and the negative trends continued in 2011 and 2012. The
gradual recovery started in 2013, with a realistic expected GDP growth of 1.5% in 2014 and 2.0% at
the EU level in 2015 with significant differences between member states. Progress is the result of
valid climate and energy policies, but economic stagnation has had a significant impact.

In order to achieve the climate and energy goal related to reducing CO> emissions, instruments
are divided into two groups: industrial policy for the globalization era and resource efficient Europe
(European Commission, 2010b, 2011). The first group of instruments is related to a precise analysis
of new regulations that will be made from the point of view of their impact on competitiveness. The
second group of instruments is related to the mobilization of financial instruments (rural development,
structural funds, research and development programs, etc.), strengthening the framework for the use
of market based instruments (trade in emissions, compensation in the energy sector, state aid policy,
public procurement), modernization of the transport sector (network infrastructure, intelligent traffic
management, better logistics, new technologies in the road, air and maritime sectors to reduce CO»
emissions, including green initiatives in the automotive sector), promotion of renewable energy in

the single market, European networks (including trans-European energy network, "smart grids" and
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interconnection of renewable energy sources on the network, improvement of infrastructure projects

of strategic importance for the EU in the Baltic, the Balkans, the Mediterranean and the Eurasian

region), the adoption and revision of the Energy Action Plan efficiency (support to small and medium
enterprises and households).

The reasons for the different achieving the climate and energy goal should also be sought in the
instruments defined in four groups of complementary regulations (Decision No 406/2009 /EC) under the
Climate and Energy Package (European Commission, 2009a):

e regulations relating to the revision and strengthening of the trade system for emission
allowances, which is a key EU tool for effectively reducing the cost of emissions;

e adecision on the "sharing effort" that regulates emissions from sectors not covered by the EU
ETS, such as transport, housing, agriculture, waste;

¢ binding national targets for renewable energy-related decision-making, which regulates
emissions from sectors not covered by the EU ETS, such as transport, housing, agriculture,
waste and

¢ binding national targets for renewable energy sources, whose goal is to jointly increase the share
of renewable energy sources in the EU by 20% by 2020 and improving the development and
safe use of carbon capture and storage techniques.

The reduction in CO; emissions has also been influenced by the use of appropriate structural and
other funds, and in order to improve the production and consumption model, "establishing a vision of
structural and technological changes" for the transition (by 2050) to a low carbon economy. Within the
framework of this initiative, the planned activities at Member State level include the following:

e the abolition of subsidies that are harmful to the environment, other than those relating to
persons with disabilities,

e changes in market instruments such as fiscal incentives and acquisitions in order to adapt to
production and consumption methods, development,

e improving and fully linking transport and energy infrastructure, ensuring coordinated
implementation of infrastructure projects, which should contribute to the effectiveness of the
overall transport system of the EU and

e the use of regulations, the construction of performance standards and market instruments,

subsidies, public procurement to reduce the use of energy and resources.
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2. Environmental sustainability as a factor of economic progress of EU countries

Environmental sustainability in EU countries is assessed on the basis of Environmental
Performance Index (EPI). EPI ranks countries' performance on high-priority environmental issues in
two areas: the protection of human health and the protection of ecosystems. Among the top ten best
eco-ranking country among 180 countries in 2016, according to the EPI index there are 9 countries
from the EU: Finland, Sweden, Denmark, Slovenia, Spain, Portugal, Estonia, Malta and France
(elsewhere the Island). In relation to the measurement of the EPI index in 2014 in the top five
environmental states there are countries that have not been in these positions in the previous year, and

the first place Iceland was taken from Finland (Table 2).

Table 2. EPI Rankings 2016

Rank Country Score GDP per capita $
1 Finland 90.68 41.813
3 Sweden 90.43 49.678
4 Denmark 89.21 46.603
5 Slovenia 88.96 32.028
6 Spain 88.91 36.451
7 Portugal 88.63 28.515
8 Estonia 88.59 29.502
9 Malta 88.48 37.891
10 France 88.2 42.384
12 United Kingdom 87.38 42.514
15 Croatia 86.98 22.415
17 Norway 86.9 69.296
18 Austria 86.64 47.856
19 Ireland 86.6 69.375
20 Luxembourg 86.58 101.936
21 Greece 85.81 26.809
22 Latvia 85.71 25.740
23 Lithuania 85.49 29.882
27 Czech Republic 84.67 33.223
28 Hungary 84.6 27.211
29 Italy 84.48 36.313
30 Germany 84.26 48.190
33 Bulgaria 83.4 20.116
34 Romania 83.24 22.319
36 Netherlands 82.03 50.846
38 Poland 81.26 27.715
40 Cyprus 80.24 34.387
41 Belgium 80.15 44.881

Source: Report Global metrics for the environment, 2016, p. 18.

Countries have achieved a high rank because of the production of electricity from renewable

sources, the use of alternative sources of energy production which increases the energy productivity,
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waste recycling, organic agriculture development and other measures that promote the sustainability

of the economy.
Relationship between GDP and the EPI in EU countries

Countries in the EU tend to have higher scores EPI index in relation to their GDP. This tendency
means that countries with greater financial resources can better implement regulations to protect
human health and the environment. The objectives of the development of EU member states should
show a positive relationship between EPI and GDP, and that the growth in national wealth improves
environmental impact.

The relationship between higher values of EPI index and higher GDP is achieved in the case
of Sweden, Finland, Germany, Denmark, Spain and Slovenia. Luxembourg has the highest GDP but

per EPI score is at position 20 (Figure 2).

Figure 2. Relationship between GDP and the EPI
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Source: author’s representation using Report Global metrics for the environment
3. Environmental sustainability EU countries as a factor of competitiveness

The analysis of the competitive advantages of national economies has dealt with a number of
studies in terms of urban competitiveness (Ni et al., 2014, Huggins and Clifton, 2011; Martin and
Simmie, 2008), sustainable development (Van and Handy, 2016; McCabe, 2012; Grant and Barton,
2013; Wheeler and Beatley, 2004; Satterthwaite , 1999, etc.) and sustainable competition (Balkyte and
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Tvaronaviciene, 2010; Wysokinska, 2003; Tukker and Tischner, 2006; Davoudi, 2003; Glachant,
Schucht and Biiltmann, 2002; Testa et al., 2014, etc.).

Comparison progress between the EU, globally, and each country individually considering a clever,
sustainable and inclusive growth according to the 2020 Strategy, indicates the relationship between the
increase in productivity, innovation economy and environmental protection, and environmental
sustainability. In EU countries using environment funds are developed for economic activity and
innovative framework for the contribution of fundamental research to increase value-added products. The
gap in the developed countries is caused by application of the European digital agenda, competitiveness,
growth rates, in particular the youth unemployment.

Similar problems exist at the regional level where there is a difference in the more prosperous north
and north-west European part, in relation to the Southern and south-eastern part. The increase in productivity
should take into account the comparative and competitive advantages of the EU Member States.

The Index Environmental sustainability analysis shows that 14 countries have a lower score than
the EU average. Regionally, this ratio is higher in Northern Europe and North-western Europe as
compared to Southern Europe and Central and Eastern Europe (Table 3).

Countries with high scores and rank (the highest in Sweden and Finland) innovate, develop digital
economy and entrepreneurship, foster cooperation of universities and the private sector in research, have
developed and applicable institutional framework related to environmental protection and development
of the economy which is environmentally friendly.

In countries whose score is below the EU average there are problems related to the quality of the
environment, low capacity to implement environmental legislation, the gap between competitiveness and
European targets, low energy efficiency, high CO. emissions, financing and development efforts for the

preservation of the environment.

Table 3. Environmental sustainability index

Europe Country/economy Rank (1-28) Score (1-7)
Finland 2 5.75
Northern Europe Sweden 1 5.83
Denmark 5 5.27
Netherlands 13 4.77
Germany 6 5.18
Austria 4 5.43
United Kingdom 12 4.77
North-Western Luxgmbourg 14 4.68
Europe Belgium 17 4.62
France 9 5.03
Ireland 18 4.42
Spain 11 4.86
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Southern Europe Malta 27 3.89
Portugal 8 5.06
Cyprus 24 3.96
Italy 19 4.36
Greece 21 4.27
Estonia 16 4.67
Slovenia 7 5.17
Lithuania 10 493
Czech Republic 22 4.18
Latvia 3 5.48
Central and Eastern ~ Poland 23 4.07
Europe Slovak Republic 20 4.34
Croatia 15 4.67
Hungary 28 3.59
Bulgaria 25 3.94
Romania 26 3.94
EU28 4.68

Source: The Europe 2020 Competitiveness Report, World Economic Forum, 2014, p. 15

Figure 3. Environmental sustainability index in EU countries
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Source: The Europe 2020 Competitiveness Report, World Economic Forum, 2014, p. 15

Total ranking in the EU countries is the based on several indicators: basic requirements (sub
index: institutions, infrastructure, macroeconomic environment and health and primary education),
efficiency enhancers (sub index: higher education and training, goods market efficiency, labour
market efficiency, financial market development, technological readiness and market size) and

innovation and sophistication factors (sub index: business sophistication and innovation).
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Analysis of the relationship between the total of the rank and the rank on the basis of

environmental sustainability shows positive deviations (the country in which the rank environmental

sustainability>total rank) in 13 EU countries: Sweden, Austria, France, Portugal, Italy, Greece,

Slovenia, Lithuania, Latvia, Slovak Republic, Croatia, Bulgaria and Romania. The biggest difference

between this two rankings were recorded in Latvia, on the basis of, so it can be concluded that within

the EU there are countries which are not highly ranked according to the total ranking, but take care

of the environmental sustainability (Table 4).

Table 4. The relationship between the total rank and rank-environmental sustainability

Country/economy Total rank Ransl:siz‘i’;:;:;ﬁn:;ntal Dezf/l_t)l on
Finland 1 2 -
Sweden 2 1 +1
Denmark 4 5 -
Netherlands 3 13 -
Germany 5 6 -
Austria 6 4 +2
United Kingdom 7 12 -
Luxembourg 8 14 -
Belgium 9 17 -
France 10 9 +1
Ireland 11 18 -
Spain 13 11 +
Malta 14 27 -
Portugal 15 8 +7
Cyprus 20 24 -
Italy 21 19 +2
Greece 26 21 +5
Estonia 12 16 -
Slovenia 16 7 +9
Lithuania 17 10 +7
Czech Republic 18 22 -
Latvia 19 3 +16
Poland 22 23 -
Slovak Republic 23 20 +3
Croatia 24 15 +9
Hungary 25 28 -
Bulgaria 27 25 +2
Romania 28 26 +2

Source: author’s calculation based on The Europe 2020 Competitiveness Report
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4. The EU legislation to increase energy efficiency and environmental protection

The development of cleaner technologies, increasing energy efficiency and reducing waste will
affect the reduction of environmental pollution in the EU by 2020. Most important legal instruments
for the sector of industrial pollution control and risk management in the EU are Directives for the
prevention of major accidents involving hazardous materials, prevention and control pollution,
improving energy efficiency in final consumption and energy services, energy performance of
buildings, the labelling of the energy efficiency level of technical devices and equipment, the
establishment of the register of release and transfer of pollutants and other.

For the successful implementation of EU directives and regulations in the field of
environmental protection and energy efficiency it is important to carry out the harmonization of
national legislation with the EU in the field of environmental protection which contributes to a more

efficient achievement of the objectives (Figure 4).

Figure 4. The harmonization of regulations in the field of environmental protection

The
Europe 2020 EU Directive harmonization Laws, Strategy
strategy EU Regulation of national Action plans
legislation

Source: author’s representation

4.1. The EMAS system as a function of increasing environmental quality

The EMAS (Eco-Management and Audit Scheme) is the EU instrument which gives the
opportunity to organizations on a voluntary basis to introduce and promote eco-management. In this
system organizations from different sectors (business, education, public administration, etc.) are
included. Companies registered in the EMAS have an obligation to define environmental policy
which continuously applies, to implement environmental protection measures and to report regularly
on state environment and environmental measures. The EMAS scheme includes the EU Member
States, the Member States EEY-European Economic Area (Norway, Iceland and Liechtenstein) and

the countries candidates for accession to the EU.
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According to statistics from the European Commission over 3.600 enterprises have registered in
the system and they have the right to use the EMAS logo which is a guarantee of their quality of
environmental management.

The analysis size enterprises within EMAS system, according to the number of employees in
accordance with the international classification, shows dominated participation by small (33.99%) and
medium enterprises (31.19%) (Table 5, Figure 5). Accordingly, about two-thirds of companies in the
EMAS system are small and medium-sized enterprises, and it is not negligible also the participation of
large companies with around 20%. Among the big companies there are 12 companies with over 10,000
employees. The largest number of employees in the company is 44,725 is in the Italian company from

Lombardy, which deals with the activity expressed by code 64.11-Central banking.

Table S. Analysis by the size enterprises in the EMAS system

Participation in the total

Enterprises by size Number of enterprises number of enterprises (%)
Micro 381 15.67

Small 826 33.99

Medium 758 31.19

A big 465 19.15

In total 2430 100

Source: EMAS registrar, European Commission

Figure 5. Participation in the total number of enterprises by size

% of participation in the total number of enterprises

H Micro
B Small
Medium

H A big

Source: own representation using EMAS registrar

The countries with the largest number of enterprises in EMAS system are Italy (901) and Spain
(840) with 72% of all registered enterprises account from these two countries. The majority of

companies in the Spain are small (35.31) and medium-sized enterprises (29.85%). In Italy, a similar
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situation because dominated small and medium-sized enterprises with a slightly higher share of small
enterprises than in Spain (27.93 medium and 39.67 small enterprises).

The analysis of the enterprises structure according to the NACE code (Table 6) shows that the
largest number of enterprises are registered within the group 30.00-39.99 (25.39%) and the groups 80.00-
89.99 (20.04%). Within the first group, the largest number of enterprises deals with the Collection of non-
hazardous waste, and within the second group with General public administration activities. The NACE
codes indicate the diversification of the prevailing activity of companies that are in the EMAS system.

The registration of registered companies is within the group 01.00-09.99 (2.22%).

Table 6. Analysis of the structure of enterprises of EMAS according to the NACE code

NACE code Numbelo" of % Number of enterprises with the highest NACE codes in the
enterprises group

01.00-09.99 54 2.22  08.11-Quarrying of ornamental

10.00-19.99 267 10.99 10.11-Processing and preserving of meat

20.00-29.99 378 15.55 25.61-Treatment and coating of metals

30.00-39.99 617 25.39 38.11-Collection of non-hazardous waste

40.00-49.99 232 9.55 45.20-Maintenance and repair of motor vehicles

50.00-59.99 158 6.50  55.10-Hotels and similar accommodation

60.00-69.99 43 1.77  62.01-Computer programming activities

70.00-79.99 93 3.83  71.12-Engineering activities and related technical consultancy

80.00-89.99 487 20.04 84.11-General public administration activities

90.00-99 99 101 416 91.04-Botanical and zoological gardens and nature reserves

activities
Source: authors' calculation based on EMAS registrar, European Commission

The analysis of the NACE code which is not divided into groups shows that there is a
coincidence for the previous analysis according to which the largest number of registered enterprises is
between code 30-40 and 80-90. The previous analysis has more precisely identified the NACE codes,
divided into groups and subgroups, however, the conclusion is that companies with Waste and Disposal

and Public Administration have the largest share in the EMAS register (Table 7 and Figure 6).

Table 7. The structure of the enterprises in the EMAS registered according to the global NACE code

NACE code Number of enterprises %

NACE Code 38-Waste and Disposal 455 20

NACE Code 84-Public Administration 367 16.13
NACE Code 35-Electricity, Gas 255 11.21
NACE Code 85-Education 235 10.33
NACE Code 94-Membership organizations 214 9.41
NACE Code 55-Accommodation 199 8.75
NACE Code 20-Manufacture of Chemicals 174 7.65
NACE Code 25-Manufacture of Fabricated Metal Products 158 6.94
NACE Code 10-Manufacture of Food Products 143 6.28
NACE Code 17-Manufacture of paper and paper products 75 3.30

Source: EMAS registrar, European Commission
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Figure 6. The structure of the company in the EMAS register according to the global NACE code
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Source: EMAS registrar, European Commission

Previous analysis of the enterprises in the EMAS register points to the existence of differences
in the number of companies per country, their size and the prevailing NACE code. These differences
can be explained by the existence and development of personal and collective responsibility for the
environment of enterprises, citizens and the state. The development of corporate social responsibility
combines three main areas: production (improvement in efficiency and organization of production),
social relations (workplace conditions, health and safety at work) and the environment (cleaner
production, more rational use of raw materials and reduction of waste generation, and emission).
Appropriate knowledge of the state of the ecosystem and their ability to deliver services (and how
human activities affect this ability) is a prerequisite for the -good management of nature. Countries
like Ireland, Norway and the Netherlands encourage in various ways the development of
responsibility not only of enterprises, but also of individuals. A large number of countries are
implementing measures that meet both personal and collective responsibility for environmental
problems. Thus, responsibility for the protection and management of the environment in Ireland
represents a shared responsibility involving all citizens (mobilizing more than 4.5 million citizens to
ensure that the environment is part of their everyday decisions and procedures). In Norway there is
an increased awareness of the value of ecosystem services and their connection to sustainability.
The government of the Netherlands announced in 2014 that it will modernize its environmental policy
to include the public, enterprises and other bodies in the field of environment and sustainable

development. This policy focuses on public health, as well as the formulation of an approach that
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emphasizes the benefits of new ecological products and the emergence of health problems related to
environmental pollution.

The registration of enterprises in the EMAS system affected the possibility of financing the
EMAS system whereby Member States provide individual support mechanisms for those interested
in implementing this system. There are many schemes in different EU member states that place
special emphasis on supporting the participation of small and medium-sized enterprises (SMEs) in
the EMAS. The European Commission encourages individual Member States to provide support
mechanisms for organizations, especially SMEs wishing to implement EMAS. Local authorities,
chambers of commerce and stakeholders can provide assistance to small and medium-sized
enterprises in identifying significant environmental impacts, which SMEs can use to define an
environmental protection program and EMAS.

Financial support is provided for broader activities through tenders, for submission of project
proposals, especially for support of SMEs. Financing can also be provided by the European
Commission through the-LIFE-Environment - program, run by the European Commission's
Directorate-General for Environmental Protection, for projects that meet the requirements of the

program. The costs of implementing EMAS are divided into external and internal ones.

4.2. Future challenges eco-management

The development and application of eco-management in the EU leads to importance of energy
managers and energy management taxpayers. The presence of energy managers is necessary in
companies with a predominant activity in the manufacturing sector (industrial plants) whose energy
consumption is above the level prescribed by law, as well as, in the municipalities with more than
20.000 buildings and other facilities in public ownership. Taxpayers energy management are obliged
to implement energy efficiency measures, increase energy efficiency, appoint the required number of
energy managers or energy officers and to submit annual reports on energy efficiency.

The candidate countries for accession to the EU have an obligation to harmonize national
legislation with legislation, regulations and directives EU in the field of environmental protection.
For the Republic of Serbia, as a candidate for accession to the EU, progress in this area is analysed in
Chapter 27: Environment and climate change. Eco-management is achieved by forming eco register
for environmental information in electronic form, participating in the European network of

environmental information and observation of the environment (EIONET) and other grids.
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The development of eco-management should be accompanied by the introduction of incentives
and credit lines based on the system of obligatory reporting on energy consumption and measures
taken, as well as, by discouraging the consumption of energy through additional taxation of excessive
and inefficient spending. Also, it is necessary to establish standards for energy efficiency, the
introduction of mandatory energy audits, the introduction of energy buildings and mandatory energy

management for large energy consumers and local governments.

5. Ecological network in the function of preserving the environment

One of the most important parameters in the future development of the countries of Southeast
Europe in the process integration into the EU is the protection and conservation of nature. For this
purpose, there are several ecological networks: Natura2000, Emerald and Pan-European networks.

Natura2000 is a network of core breeding for rare and threatened species, and some rare natural
habitat types which are protected in their own right. It stretches across all 28 EU countries, both on
land and at sea. The aim of the network is to ensure the long-term survival of Europe's most valuable
and threatened species and habitats, both listed under the Birds Directive and the Habitats Directive.

Emerald is an ecological network made up of areas of special importance for the protection of
nature (Special Areas of Conservation Importance-ASCI) or spatial entities and habitats that are of
special national and international importance in terms of preserving biodiversity. This network, which
is built on the same principles as Natura2000, established by the Council of Europe for countries that
are in the process of joining the EU, it is activity part of in the implementation of the Bern Convention
on the Conservation of European Wildlife and Natural Habitats.

The Pan-European Ecological Network (PEEN) was established with the aim of long-term
preservation of ecosystems, habitats and species of protection at European level. The PEEN network
predicts the existence of the central zone, which would form the Natura2000 and Emerald areas, then
routes that connect the central zone and enable the migration and dispersal of species, and transitional
zones and restoration areas, with a lower degree of protection from the central zone.

Information about the network Natura2000 in the EU countries show stretches over 18% of the
EU's land area and almost 6% of its marine territory. Countries with the largest share in the total area
networks (over 30%) are Croatia, Slovenia and Bulgaria. The largest number of protected sites within

the network is in Germany, Sweden and Italy (Table 6).
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Table 6. Natura2000 in the EU

TERRESTRIAL
Member Natura2000 SCI SPA Natura2000 network
Total N° SCI SPA Natural
States Total area % land area
Natura2000 Natura2000 km? area area area covered
Sites (km?) (km?) (km?)

Austria 294 12691 9191 10169 12691 15.13
Belgium 310 5158 3277 3181 3887 12.73
Bulgaria 340 41048 33258 25226 38222 34.46
Cyprus 63 1784 752 1534 1653 28.82
Czech 1116 11061 7856 7035 11061 14.03
Republic

Germany 5206 80773 33514 40248 55170 15.45
Denmark 350 22647 3178 2605 3594 8.34
Estonia 568 14837 7785 6182 8083 17.87
Spain 1863 222142 117395 100972 137757 27.29
Finland 1863 55988 48556 24655 48847 14.45
France 1756 111677 47666 43544 69974 12.74
Greece 419 42946 21388 27622 35747 27.09
Croatia 779 25690 16040 17034 20704 36.58
Hungary 525 19949 14442 13747 19949 21.44
Ireland 595 19486 7164 4312 9227 13.13
Italy 2589 63965 42827 40108 57172 18.97
Lithuania 485 9248 6138 5529 7938 12.16
Luxembourg 66 702 416 418 702 27.03
Latvia 333 11833 7421 6609 7446 11.53
Malta 39 234 41 13 41 12.97
Netherlands 194 17315 3135 4766 5518 13.29
Poland 987 68401 34187 48394 61165 19.56
Portugal 165 50895 15680 9204 19010 20.67
Romania 531 55674 39765 35348 53781 22.56
Sweden 4082 64578 54745 25330 55250 13.32
Slovenia 354 7684 6636 5068 7674 37.85
Slovakia 514 14442 5837 13106 14442 29.57
United 924 95106 13103 16022 20901 8.54
Kingdom

EU28 27312 1147956 601393 537981 787606 18.12

Source: Nature and Biodiversity Newsletter, Natura 2000, European Commission 2016. no. 39, p. 8

The Implementation of projects and programs under the Natura2000 network is important for
the conservation of biodiversity:
1. WWF Danube-Carpathian Program Bulgaria is a project undertaken with the intention of creating
new jobs in a country that belongs to the poorest among the communities. Four innovative programs

influenced an increase in sales of agricultural products, but also the protection of biodiversity.
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2. Programs in Belgium and France around Natura2000 sites related to the testing of alternative
methods for keeping the land around the power lines and the creation of green corridors in the wooded
areas.

3. The Government of Andalusia since 2002 has been implementing projects that encourage the
protection of Natura2000. The Iberian lynx is a protected species which is threatened with extinction,
but on the basis of projects and initiatives for preserve the lynx, with the cooperation of all relevant
public and private parties, came to the recovery of this species. Stewardship agreements and voluntary
contracts have been signed with 132 private owners, managers and hunting clubs in six Natura2000
sites.

4. Projects with the support of the EU LIFE program and the Norwegian Environment Fund are being
implemented simultaneously in seven Natura2000 sites across Europe and key actions include the
introduction of a standardized monitoring program and habitat restoration work in core areas such as,

the Evros Delta National Park in Greece and the Hortobagy National Park in Hungary.

Conclusion

The paper emphasizes the importance of preserving the environment, both in terms of
sustainable development, but also in terms of competitiveness and a better economic situation of the
national economy. The imperative of the development of modern economy is sustainable growth-
green growth and innovative economy. The EU has recognized the importance of environmental
protection and has implemented this question in the most important programmatic document. Each
state has an obligation to adapt national legislation of the EU Directive in this area.

Objective of the analysis in this paper is to demonstrate the existence of the correlation
between economic development and environmental sustainability, but also the existence of
differences within the individual parts of Europe and countries in terms of environmental
preservation. The adoption of climate and energy targets is also a good example of targets that are
binding for the country in terms of finding mechanisms for achieving the objectives.

Examples of positive practice ecological development show an increase in energy efficiency,
sustainable use of resources, the establishment of ecological networks and further development of

eco-management.
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Abstract

The aim of the paper is to show that there is a business case for sustainable development and how
this concept interacts with corporate social responsibility. Although SD was originally a
macroeconomics concept it is more and more implemented by businesses. Companies has started to
include sustainable development goals in their corporate social responsibility strategies which are
even sometimes replaced by sustainability strategies. By analogy to CSR it is shown that development
of such strategies is not only a strategic necessity but also it could contribute to the competitive
advantage of these companies. Theoretical considerations have been illustrated by presenting some
examples from practice as well as the results of the desk research on corporate sustainability.

Keywords: sustainable development, business case, corporate social responsibility, competitive
advantage

Introduction

The growing focus on sustainability suggests that business social activities should be related to
the sustainability goals. These goals involve inter alia the protection of the environment, the fight
against poverty and social inequalities, the access to education and healthcare.

The aim of the paper is to show that involving sustainability goals in Corporate Social
Responsibility (CSR) programmes is the next stage of the development of CSR activities and if these
goals are well chosen and realized it could contribute to the business competitiveness or even become
its main driver. Striving towards sustainable development (SD) is the environmental change of
strategic importance which can no longer be neglected. Although it was noticed and promoted by
different national and international organizations since the Brundtland Report was issued in 1987 it
seems that they do not have enough power to implement it. The real changes started when consumers
became interested and involved in sustainability problems and as a consequence companies, which
aim at satisfying their needs, followed them. Consumers have become more and more aware of the
costs of a fast growing economy which destroys non-reversible natural resources, more interested in

their health and wellbeing, better educated and informed due to the development of different media
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and last, but not least, more powerful (Re-thinking consumption...2012). This interest has been
expressed inter alia in a trend towards sustainable consumption. The Oslo Symposium in 1994 defined
sustainable consumption and production (SCP) as ‘the use of services and related products which
respond to basic needs and bring a better quality of life while minimizing the use of natural resources
and toxic materials as well as the emission of waste and pollutants over the life cycle of the service
or product so as not to jeopardize the needs of further generations”!. Sustainable consumption in
practice means changes in behaviour such as a greater efficiency in the consumption of energy and
resources in the home, the minimization of waste and more environmentally sound purchasing habits
of households. The companies should react to these trends by implementing new types of marketing
which serves as an agent of sustainable change (Seretny, M. and Seretny A., 2012). The consumers’
interest in SD and their pressure grows with the income level (the most active in this field are
Scandinavian countries) but in the global economy also, if not mainly, the less developed countries
benefit from it. It is due to the fact that multinational companies who operate on a global scale are
tracked by the governmental and nongovernmental organizations dealing with the environmental and
social problems which reveal negative as well as positive facts about global behaviour to the public.
As far as small and medium sized companies are concerned trend towards sustainability could be a
threat as well as an opportunity for them (IFC, 2002). Threat comes from increased regulations related
to the goals of sustainable development which are difficult to fulfil by the SMEs due to the financial
restrains. But here the focus is rather on opportunities by showing that the trend towards sustainable
development could increase business competitiveness.

The paper is structured as follows: first the development of the CSR concept is analysed in the
context of the forces which stimulated it to show how SD and CSR interact and that sustainable
development goals are now becoming included in CSR strategies but these two concepts should not
be identified with each other. This development reflects the motives and related to them the stages of
the CSR concept; companies which are on the end of this ladder try to find out how SD could
contribute to their competitive advantage. Since sustainability becomes the goal of CSR, the general
theory of the role of CSR in gaining sustainable competitive advantage (SCA) is applied to show how
the companies should engage in sustainable development in a beneficial manner. A particular
attention is paid to environmental problem solving which is now considered the most important goal

of sustainable development.

!'See more: http://enb.iisd.org/consume/oslo004.html
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1. From business responsibility to business sustainability

The idea of business responsibility could be traced to the time when companies started making
donations and behaved in an ethical manner. It was initially present as a concept of business ethics
and it was rather a concern for philosophers. Sadler (2004) argued that “the definition of the self-
commitment of corporations with wider social and moral obligations began to take place in the
centres of capitalism development in the 19th century”. But at that time economists did not
recommend companies to engage in activities related to them; for example A. Smith claimed that
“the general welfare was better served by people pursuing their enlightened self-interest than by
misguided attempts to serve society” (Munilla and Miles, 2005).

After World War II, when mass production caused more and more additional costs — pollution,
waste and so on, the concept of business responsibility which started being called corporate social
responsibility (CSR), drew more and more attention. Some companies started to be involved in CSR
but at that time scientists' views on the sense of such actions were divided. In the middle of the last
century the two basic views on including CSR in companies’ actions were formed: Bowen’s school,
which promoted it and M. Friedman’s school which put forward the arguments against CSR. Davis
(1960) stated that the corporations’ involvement in solving such problems is ““at least partially beyond
the firm’s directed economics or technical interest” (Munilla and Miles, 2005).

This discussion was over along with the spread of the stakeholder theory (Freeman, 1984;
Donaldson and Preston, 1995) which emphasizes company responsibility towards all stakeholders
(not only shareholders), the need for their satisfaction and the necessity of balancing the expectations
of various interests. As pointed out in Carroll’s definition of CSR, “the social responsibility of
business encompasses the economic, legal, ethical, and discretionary expectations that the society has
of organizations at the given point in time” (Carroll, 1979). Carroll (1991) also constructed a very
useful framework for understanding and evaluating the nature of a firms’ performance within these
fields, called the pyramid of CSR. At this stage CSR concept development was characterized by the
introduction of social audits, which examined the performance of companies in the areas of social
responsibility with respect to the communities, the employees, the suppliers and the investors, and
also to the consumers in the late 1980s’. In the late 1990s’, social auditing was strengthened by
introducing externally set and verified standards.

Contemporary interest in CSR has been stimulated by its relations to the concept of sustainable
development which became one of the predominant macroeconomics drivers. It was introduced for

the first time by the World Commission on Environment and Development in 1987 and it was defined
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as “Development which meets the needs of current generations without compromising the ability of
future generations to meet their own needs” (Brundtland Report, 1987, p. 11). The Commission
stressed that it means not only counteracting degradation of the environment, but also attitudes
towards meeting the needs of society as a whole (fight against destitution and poverty), pursuit to set
up the market system based more on cooperation than competition as well as in opposing degradation
of the cultural variety and tradition (Dabrowska et al., 2015). Although the Report drew a lot of
interest and was commented on widely, it did not speed up global progress towards sustainability
very much due to the many limitations (Dyllick and Hockerts, 2002, p. 131). They were related to the
limited ability to force and coordinate activities of many independent countries. Some progress has
been made since the mid-90s when local authorities became very active in launching different
initiatives related to sustainability, including sustainable cities.

The boost of the concept might by associated with the companies’ involvement in sustainable
development. One reason for the growing interest of business in SD is the fact that it influences
consumers’ purchasing decisions. The Nielsen Report on Sustainability (2015, p. 5) reveals that key
drivers on consumer purchasing decisions involve characteristics related to sustainability such as:
their trust in the company, health & wellness benefits delivered by the product, or fresh, natural and/or
organic products’ ingredients.

The idea of sustainability has been more and more adapted by corporations and sometimes even
treated as interchangeable with CSR. It is due to the fact that it was promoted by different international
organizations allied with the EU as a concept which should be adopted by corporations. It is reflected
in the definition of CSR which was put forward by the Commission of the European Communities
(2001) describing it as “a concept whereby companies integrate social and environmental concerns
in their business operations and their interactions with the stakeholders on a voluntary basis”. So
according to EU CSR is a business activity which should be directed towards looking for solutions
which are socially acceptable, friendly to the natural environment and economically sound. It is worth
stressing that the new “social model” approach refers to the shaping of relations with all stakeholders,
not only owners and shareholders — as in the financial approach — but also with clients, suppliers,
employees, government, social institutions and society at large.

S. Sharma and A. Ruud (2003, p. 205) tried to differentiate CSR from SD. In their opinion
“scholars and practitioners concerned with sustainable development focused mainly on
environmental management, whereas those concerned with Corporate Social Responsibility (CSR)
have focused on social and ethical issues such as human rights, working conditions and philanthropy”.

It was maybe true at the beginning when sustainable development focused on environmental problems
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but now it is seen as “the development which aims at ensuring long-term business success while
contributing towards economics and social development, a healthy environment and a stable society”
(IFC, 2002, p. 7). So it covers similar areas to CSR but as far as corporate social responsibility focuses
more on the issues in the close environment of the companies, sustainable development aims to solve
the main problems faced by contemporary world society, so it is more strategically oriented. More
and more companies, especially global corporations, include its goals in their CSR reports or just
develop reports on sustainability e.g. General Motors, Coca Cola, H&M.

Implementation of sustainable development in companies are often described as corporate
sustainability. But this concept is not clear. When referring to the definition of sustainable
development from the Brundtland Report the corporate sustainability means that companies should
consider the future (as well as the present) in their decision- making and actions, with the aim of using
their resources for creating value in the long run (Salvioni ef al., 2016, p. 3). But it is one of many
definitions of this concept which could be found in the literature so in fact it is difficult to define and
as a consequence it is difficult to measure. Mostly it is stressed that implementing corporate
sustainability safeguards the interest of all stakeholders thanks to the joint recognition of economics,
environmental and social issues in strategic planning. As such this concept is very close to the

contemporary concept of CSR.

2. Could sustainability focus become a source of competitive advantage?

Contemporary views on CSR stress that it is not only philanthropy but it could be also the
source of profits (Stefaniska, 2014). But the process of recognizing that fact takes time. Van Marrewijk
and Were (2003) indicated five levels of CSR development based on the criterion of CSR perception
and implementation. They reflect the ways in which the company becomes a sustainable corporation.
At first level it is said that a compliance driven company implemented CSR because it was forced to
do it and treats CSR expenditures as simply cost. Companies being at the next level implement CSR
to improve their profitability. CSR expenditures are perceived as an investment and the way to
develop because they contribute to the competitive advantage. Some companies care not only about
the profits but also about the planet. They use CSR to balance the “triple bottom line” of profits,

people and planet’. Such corporations are managed to create wealth for shareholders but also to

2 This “triple-bottom-line” concept was introduced by Elkington, J. (1997). Cannibals with forks. The triple bottom line
of 21st century and was feather developed e.g. by T. Dyllick and K. Hockerts (2002). This idea is related to the definition
of corporate sustainability as “meeting of the needs of a firm’s direct and indirect stakeholders, employees, clients,
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improve the welfare of the whole society. The two last levels refer to the corporations which are really
involved in CSR activities. Companies which are synergistic use the CSR as an attempt to create a
“sustainable corporation”. “Social and/or environmental responsibility is strategically used to create
competitive advantage and meet the corporations’ economic responsibilities” (Munilla and Miles,
2005, p. 377). At the holistic level, CSR becomes the corporate culture in which social/and or
environmental responsibilities are strategic tools used to achieve competitive advantage and meet the
corporation’s economic responsibilities.

Similarly, S. Zadek (2004) showed how the organization is learning and how it changes from
the organization which behaves in a defensive way claiming “it is not our job to fix that” (when it
faces the public criticism) to become a leader of changes in the whole sector. At this stage called civil
it promotes broad industry participation in corporate responsibility. Between these two there are three
more stages of company learning. In the compliant stage the company adapts different CSR policies
to avoid criticism which could affect long term profitability by damaging its reputation. But at this
stage CSR expenditures are treated as a cost of doing business. At the next stage called managerial
the managers are responsible for integrating responsible business practices into daily operations. The
aim is to mitigate medium-term erosion of economic value and achieve long term gains. But the
competitive advantage could be achieved only if the company integrates the social issue into its core
business which takes place at the strategic stage. In this way it could have the advantage of being the
first mover and thus enhance long term economic growth.

Dunphy (2011) searched how the companies develop their attitude towards protecting the
environment from carbon emission and she found similar stages. According to this research (Dunphy,
2011; Benn and Dunphy, 2007) six stages could be identified: 1. Rejection, 2. Nonresponsiveness, 3.
Compliance 4. Efficiency, 5. Strategic proactivity, 6. Sustaining corporation. Here three stages are
related to the reluctance of taking the sustainable actions before the company will engage proactively
in contribution to sustainable development.

Changes in CSR strategies, shortly described here, took place because the markets are not static
and consumer preferences, competition characteristics, product and production processes as well as
the regulatory laws change and to survive companies have to adapt to these changes. So they have to
shape the social, environmental and financial decisions of their activities in a way that fits the market

requirements (Elkington, 1997). The many contemporary market requirements are related to

pressure groups, communities etc.), without compromising its ability to meet the needs of future stakeholders as well”
(Dyllick and Hockerts, 2002, p. 131).

54 CES Working Papers | 2018 - Volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY



A business case for sustainable development

sustainable development and as a consequence the companies should develop strategies which take

into account its goals.

Dunphy, who focused on environmental problems, indicated that in practice sustainability
consists inter alia in actions that (Dunphy, 2011, p. 9):

e cxtend the socially useful life of organizations;

e cnhance the planet’s ability to maintain and renew the viability of the biosphere and protect all
living species;

e enhance society’s ability to maintain itself and to solve its major problems;

e maintain a decent level of welfare, participation and personal freedom for present and future
generations of humanity.

A sustainable organization is one that engages in and embodies actions of these kinds,
eventually eliminating destructive effects on the biosphere and human health. The arguments which
were put forward include:

1. The consumer power to endorse or boycott firms according to their behaviour towards the
environment e.g. (Sharma et al., 2008; Sisodia et al., 2003);

2. Consumer preferences — more and more consumers seek environmentally friendly products and
favour environmental friendly business behaviour (Hozik, 2016; European Commission, 2016).
The examples of companies which successfully position themselves in the market include Ben
and Jerry’s, Body Shop, Patagonia (Sharma et al., 2008). These companies enjoy an ecological
reputation should have ecological-conscious suppliers to develop an environmentally friendly
supply chain.

As has been shown, companies come to the stage at which they try to involve sustainability

purposes in their strategies in a way that contributes to their competitive advantage.

3. Development of CSR strategy built on sustainability

Sustainability is an important challenge in contemporary economy and could contribute to the
existing competitive advantage so expenditures related to it should not be treated as expenses but
rather as an investment. As such the management should think over how this investment could
contribute to achieving sustainable competitive advantage (SCA) by the organization. Due to the fact
that implementing sustainable goals is the next stage of development CSR strategies theories

developed to show how CSR could contribute to SCA might be applied. Below it is shown how the
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representatives of two main streams of development SCA see the problem of the relationships

between CSR and sustainable competitive advantage.

Porter and Kramer (2006), representatives of positioning view described the methodology of
selecting CSR activities, suggesting that each company should choose the issues which contribute to
its competitive advantage, and include them in its strategy. They noticed that although “the rich
literature on CSR has emerged still the practical guidance it offers corporate leaders is often unclear”
and they try to give guidance on how to plan CSR in a way that it contributes to the overall strategy
of the company (p. 81). They propose “a new way to look at the relationship between business and
society that does not treat corporate growth and social welfare as a zero-sum game. They also
developed a framework that individual companies can use to identify themselves by strengthening
the competitive context in which they operate; to determine which CSR initiatives they should
address; and to find the most effective ways of doing so” (Porter and Kramer, 2006, p. 80). They
propose how the fit between CSR and company overall strategy could be accomplished following the
Porter view on achieving sustainable competitive advantage by analysing environmental changes,
exploiting market opportunities and maximizing the value added chain. For that the company should
identify, prioritize, and address the social issues that matter most and or the ones on which it can
make the biggest impact. Porter and Kramer (2006, p. 85) identified and prioritized three groups of
issues:

e “Generic Social Issues” — important for the society but neither significantly affected by the
company’s operations nor influencing the company’s long-term competitiveness;

e Value Chain Social Impact — social issues that are significantly affected by a company’s
activities in the ordinary course of business;

e Social Dimensions of Competitive Context — social issues in the external environment that
significantly affect the underlying drivers of a company’s competitiveness in the location where
it operates”.

Each company should choose the issues which will contribute to its competitive advantage, and
include them in its strategy. The most important are strategic issues (located in Social Dimensions of
Competitive Context) which could differentiate the company from its competitors and create a unique
value proposition.

The example of such a strategy based on sustainability issues is provided by Patagonia — the

American company specializing in outdoor apparel®. This family business, trading since 1973, is well

3 See more at: http://www.patagonia.com/corporate-responsibility.html.
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known for implementing rules of sustainable development in business practice what differentiates it

from competitors*. The main characteristics of its operations include:

e Material which is durable and functional and could resist degradation from wearing and
washing;

e Reducing the environmental and social impact of the whole supply chain;

e Offering FT products;

e Supporting ethical consumption by encouraging consumers to follow this trend according to the
slogan “buy only what you need, repair it when it breaks and recycle it when you’re through”,
egg on bringing the old clothing , or campaigns like “Don’t Buy Our Jackets”;

e And many others like donating 1% of annual sales to environmental charities and grassroots
organizations.

Patagonia products are not cheap but in spite of that fact the number of loyal customers is
constantly growing. This example shows that issues of sustainability could become the core of the
strategy. Patagonia has been successful because it was able to identify and develop market niche.
Global companies as for example H&M which sell mass production at rather low prices could only
try to solve social issues related to its value chain, like:

e mitigate harm from value chain activities;

e transform value chain activities to benefit society while reinforcing strategy.

How a company manages them is announced to the public in the sustainability report’. A good
example of such issues is also given by Wal-mart, the biggest retailer in world. The company was
able to get this position due to the fact that it successfully differentiated from the competitors inter
alia by the incorporation of logistics operations and consistent pressure on costs. In 2005 Wal-mart
started to implement a program aimed at reducing cost of transport which involved (Crissey, 2015):
1. Establishing in 2005 and implementing the formula to calculate fleet efficiency, what resulted in

38 percent improvement in fleet efficiency in 2008 compared to 2005 baseline;

2. Replacement in 2008 and 2009 2,400 of its 7,000-trucks with the newer aerodynamic models to
further increase fuel efficiency;

3. Lean routing — implementing innovative management tools that enables to develop logistic

efforts more efficiently.

4 See: http://csrcentral.com/patagonia-the-clothing-company-with-a-revolutionary-approach-to-csr-sustainability/
5 See: https://about.hm.com/content/dam/hmgroup/groupsite/documents/masterlanguage/CSR/reports/2016%20
Sustainability%20Report/HM_group SustainabilityReport 2016 FullReport en.ppdf
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This initiative, which is called the global responsible initiative, has resulted in an 84,2 %
improvement in fleet efficiency in the years 2005-2013, in other words, 830 million cases while
driving 300 million fewer miles. In this way, by cost reduction, it contributed to its overall strategy
at the same time creating the image of a company which takes care about the environment.

So by corporate social responsibility companies could differentiate and reposition themselves,
boost their economic returns and, as a result, get a competitive advantage (Schaltegger and
Synnestvedt, 2002; Kramer and Porter, 2011; Oczkowska and Smigielska, 2012). The same of course
applies to sustainable strategies if they are well planned and implemented.

The question of the development of a competitive advantage by CSR has also been addressed
by the representatives of the resource based view (RBV) e.g. Aragon-Correa and Sharma (2003),
Heikkurinen and Forsman-Hugg (2011), Dennis et al. (2008). The resource-based view treats a
company as a bundle of resources. It could develop sustainable competitive advantage if its resources
are valuable, rare, difficult to copy and well organized. One stream of discussion focuses on the
problem if CSR resources fulfil these conditions. Dennis et al., (2008), referring to corporate social
performance (CSP) theory which describes the proposed relationship between corporate social
responsibility activities and firm — level corporate financial measures, proved that CSP capabilities
could become the source of competitive advantage. They examined four major components of CSP,
which also contribute to the development of sustainable organization, community relations, the
environment, diversity and employee relations and tried to show that if CSP is strategically and
effectively developed and managed, it could provide the firm with a competitive advantage leading
to higher performance levels. Aside from direct savings on prevention of pollution projects the
companies could derive benefits from an enhanced image, increased goodwill, improved branding.
So these capabilities are valuable. They are also rare because they are largely idiosyncratic and may
be difficult to duplicate or to substitute, so they are a primary resource for the development of
sustainable competitive advantage. To sum up Dennis et al. (2008, p. 26) found that the “firm’s CSR
capabilities are resources that can, if strategically and effectively developed and managed, provide
the firm with competitive advantage leading to higher performance”.

By contrast, Falkenberg and Brunsael (2011) favour the opinion that CSR should be treated as
a strategic necessity, but they also show the way how it could contribute to develop long term
competitive advantage. The necessity arises because of external stakeholders’ pressure, competitive
pressures, norms in the environment and due to the fact that in certain industries some standards
appear. So the companies which introduce them first get an advantage although it is only a temporary

advantage. It could be transferred into long term advantage by getting a reputation as a leader in the
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field. So the only way the company could leverage the CSR is by developing the reputation which

could become the source of SCA.

A lot of research was focused on the development of an environmental strategy which would
lead to the development of SCA (Aragon-Correa and Sharma, 2003). According to them the positive
relation between proactive environmental strategies and organizational performance takes place when
the firm develops capabilities. “These include the tacit capabilities of total quality management, the
socially complex capabilities of cross functional and cross-stakeholder management, and the rare
capabilities of shared vision” (Aragon-Correa and Sharma, 2003, p. 72). Companies which developed
such capabilities could get a number of benefits including: lower costs because money they invest in
environmental protection pays for itself, an improved reputation and strategic alignment with future
changes in the general business environment. They suggest that companies should develop the
proactive environmental strategy as a dynamic capability. The adaptation of a few environmental
practices for a limited period of time will not necessarily lead to a competitive advantage. “Rather it
is important to adopt a long term, consistent strategy that fosters the following: continuous outside-
in learning from multiple stakeholders, so as to reduce the complexity and state uncertainty of
conflicting environmental issues, the development of managerial and organizational knowledge for
managing the organization and effect uncertainty at the business-natural environmental interface; and
the generation of continuous improvement and innovation” (Aragoén-Correa and Sharma, 2003, p.
83). But they also notice that proactive environmental strategy does not always result in the
competitive advantage; due to the general business environment characterized by uncertainty,
complexity and munificence. For the East Central European countries, the most important thing is if
in their case it is also possible to develop value by implementing sustainable strategies there. Such a
problem is addressed in the Report “Developing Value. The business case for sustainability in
emerging markets” (IFC, 2002, p. 4) in which the results of reaching 240 real-life examples from over
60 countries are presented. Its analysis shows that companies which decide to introduce strategies
which also involve sustainability goals could:

1. Save costs by making reduction to environmental impact eco-efficiency (p. 12). Cost savings
come directly from using less energy and materials, charges for waste handling and disposal, not
paying fines for breaking environmental regulations. Reorganizing production process and a
whole supply chain could also result in higher productivity. Sound employment practices e.g.
good working conditions could increase productivity and save costs of recruitment and training
the new employees.

2. Increase revenue by improving the environment and benefiting the local economy.
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3. Develop new environmentally safe products, sell them at premium price, position products as
local.

4. Reduce risk through engagement with the stakeholders. Stakeholders management is essential for
getting the “local licence to operate”. This engagement also helps companies to adjust to the
changing needs of stakeholders. It improves access to capital and insurances, and reduces
vulnerability to regulatory changes.

5. Build reputation by increasing environmental efficiency. Company reputation is an intangible
asset which helps to build sales, attract capital and business partners, recruit and retain employees.

6. Develop human capital through better human resources management. In the knowledge-based
economy a quality work force is critical for productivity, product quality and innovation. Along
with usual issues related to the recruitment and motivation of employees’ health issues are also
very important in less developed countries.

7. Improve access to capital through better governance. Among other sustainability factors the
strongest evidence is connected to the governance environmental management.

8. Other opportunities from community development and environmental products. Growing markets
for environmental infrastructure and pollution abatement technologies, water supply, waste
management, soil remediation, air and water pollution control, eco-efficiency, sustainable
agriculture, eco-tourism.

Saving costs is an important factor. According to the Ethical Fund Global Study 2011 financial
returns are the key driver for investors when taking up Social Responsibility Investments (SRI) —
60% taking part in the survey indicated this factor as very important whereas 32% found it somewhat
important. Also, environmental and social evaluation play an important role. About 30% of investors
indicated them as very important while the stakeholders’ engagement and well-known name in SRI
got less investors’ attention. So investors prefer if companies’ engagement in the projects bring direct
benefits. Examples include — DuPont who saved $2 billion in 10 years by investing in energy
efficiency equipment while reducing greenhouse gas emissions by 75% (IFC, 2002, p. 3, 7),
Kuybyhev Azot (KuAz) chemical and fertilizer producer in Russia improved energy efficiency and
cleaner production with the cost of $20 million while the cost savings were $9 million a year and
reduction in carbon emissions were over 115 tonnes of CO, per year which means taking 23 000 cars
off the road.

The strategic importance of taking sustainability goals into account when developing strategies

is visible in the Research Report Corporate Sustainability at a Crossroads (Kiron et al., 2017) which
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reveals that 60% of interviewed companies have sustainable strategies whereas only 25% have

developed a clear business case for their sustainability efforts.

4. Discussion

The issue of sustainable development is very complex. It should be understood as an umbrella
concept, relating to the various social/economic/ecologic issues (Saveanu, 2015). This concept is
quite new for the companies but of growing importance. Research presented here fit into the whole
spectrum of attempts to sort out the problem of the business case for CSR and SD (Carroll and
Shabana, 2010; Baechler, 2016). The contemporary theoretical foundation of research in corporate
sustainability is mainly embodied in the institutional and resource-based theory of SCA
(Linnenluecke and Griffiths, 2013) whereas here also the environmental view has been recalled due
to the fact that it is like a practical guide for the business case. The focus is on how sustainable
development trend has affected big companies but also some remarks are made about how it could
become the opportunity to start the new businesses. As far as corporations are concerned it should be
noticed that the most active in implementing sustainable policies are these which often are subjected
to severe criticism from manufacturing and chemical industries (Singh et al., 2015). They have the
resources which enable them to react and turn the threats into opportunities. Some of them, as it was
shown, were very successful in implementing the sustainable strategy, contributing to their
competitive advantage. Transnational corporations often adjust the range and scope of activities to
the characteristics of particular foreign market. It is seen when comparing for example general CSR
report of Tesco (Webb, 2015) and its CSR report for Poland®.

Corporations are important because they are the leaders but on the other hand still an
overwhelming part of businesses belongs to the SMEs sector. Although for many companies from
this sector trend towards SD became an opportunity, generally it is perceived as a threat for the small
and medium sized businesses due to their lack of resources. But it is not true for all countries. For
example the research conveyed in Great Britain (Revell et al., 2008) showed that SMEs’ strong early
action on climate change outweighed the costs and there is a business case for sustainability. In the
Czech Republic, which is a former socialist country, enterprises are aware of the importance of the
concept of sustainability to achieve long term growth but it is not integrated in the business processes
(Krechovska and Prochazkova, 2014). Research conveyed in 11 Asian countries reveal the important

role the government and local communities in resource efficiency improvement by the small and

¢ See more at: https://www.tesco.pl/resources-pl/download/dokumenty/raport-csr-2014-pl.pdf.
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medium sized enterprises. (Takahashi et al., 2007). These results indicate further interesting areas
which could be investigated — how the small and medium sized enterprises manage the changes
related to sustainability in different regions.

In the opinion of Dennis et al. (2008, p. 26) the business case for responsible social activities is
that positive social actions can improve the stakeholders’ perceptions of a firm’s products and
services and thus increase the its financial performance. Here it has been shown that it could not only
increase the firm’s profitability by improving the image but also directly by offering the innovative

products and services which are desired by the market as well as by reducing the cost of operations.

Conclusion

The paper draws attention to the problem of adopting the idea of sustainable development into
business strategies. The issue of SD which has been the domain of NGOs and governments (including
local governments) is now also the challenge for the business companies. It could not be identified
with the corporate social responsibility but it could be treated as the next step of its development in
which the company takes into account not only its close environment but also uses CSR to balance
the “triple bottom line” of profits, planet and people. Sustainable strategies should contribute to
achieve the aims of sustainable development like environmental protection, reduction of poverty and
global warming. So in practice it means that transnational companies focus less on local problems
e.g. donations for schools in their country of origin but more on helping children in the less developed
countries where they have their mills. How to do it and at the same time maintain profitability become
the challenge for business. This topic is important because financial returns are crucial to the investors
whereas only twenty five percent of the companies have a clear business case for sustainable actions.
In this paper several ways to reconcile these were indicated. The most important include: eco-
efficiency, development of environment friendly products, and reputation building.

It should be stressed that the activities mentioned above could also contribute, and even become
core elements of the company’s competitiveness. When referring to the positioning view of
sustainable competitive advantage development SD becomes for some companies an external change
that significantly affects the underlying drivers of their competitiveness, e.g. Patagonia. The most
affected by the sustainability trend are businesses which run activities that harm the planet and
employees like chemical, transport, fashion companies producing in the less developed countries and
so on. They should take actions to mitigate harm from value chain activities and/or to transform value

chain activities to benefit society while reinforcing the strategy. By introducing new products and
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technologies which are environmental friendly these companies could gain advantage over their
competitors. SD is also a chance for the entrepreneurs who could identify the opportunities and
develop the new businesses which could fill market gaps.

Taking into account the ongoing trend towards SD it seems that involving sustainability goals
into companies’ strategies should be treated as a strategic necessity and the way to gain long term
competitive advantage by getting the reputation of the leader in this field. The development of
proactive environmental strategy as a dynamic capability instead of implementing few environmental
practices for a limited period of time should be considered by the companies. If the trend towards SD
continues, further research on identifying the resources which are critical for success in different

sectors should be conveyed.
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mechanism of the spread of crisis
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Abstract

Financial sustainability of an open economy is a very current and complex issue. In today's global
conditions the flow of streams of capital, people, labour, goods, materials, etc. are controlled in a
very small degree by countries and its direction depends on exogenous factors. Such conditions allow
the free transfer of economic processes within the globalised economy. These processes can generate
desirable, positive effects or undesirable, negative effects to the country's economy. Under these
circumstances it is important for the internal economy, and the financial system, to possess the ability
to resist the destabilizing processes, especially during their particular intensity during a crisis. Given
the fact that the initial crisis processes spread through financial markets, and primarily affect the
financial system, it's resistance to destabilisation is the most important security buffer for the real
economy to maintain growth. Therefore, the sustainability of the financial system in an open economy
during a crisis is a crucial factor for the stability of the whole economy. This article discusses the
role of the financial system of an economy in absorption of the external crisis processes. Furthermore,
in the article the author analyses the specific course of an economic crisis phenomenon in the global
conditions. Correct identification of the development of the crisis is crucial for building the economy's
resilience to the crisis effects.

Keywords: crisis, crisis life cycle, financial sustainability, safety network, financial system,
contagion of crisis, transmission of crisis

Introduction

The financial system of an economy plays an essential role in providing the environment for
economic growth. Its condition is especially important in open economies, where the inflow and
outflow of capital, goods, resources etc. is very limited. In the context of financial sustainability, the
time of crisis is the most challenging. Crisis as an economic phenomenon is very complex and
multidimensional, however its progress allows the identification of characteristic stages from the
perspective of the mechanism of spreading, dynamics and its effects.

The science of economics and the business practice are limited in effective forecasting of the

future developments in the economy, especially when it comes to the extreme states: “booms and
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busts”. This weakness in predicting disrupts the decision-making processes that affect the taken
positions against the future developments. As it is difficult to determine the moment of the beginning
of a crisis in the future, the development of the phenomenon can be described in stages that are
common for all the crises. This also indicates, that in general the dynamics of the crises uses
analogous mechanisms of its development. The similarities allow preparatory tools that would help
withstand the potential crisis processes.

This article discusses the role of the financial system of an economy in the absorption of the
external crisis processes. Furthermore, in the article the author analyses the specific course of an
economic crisis phenomenon in the global conditions. Correct identification of the development of
the crisis is crucial for building the economy's resilience to the crisis effects.

The aim of the article is to define the role of the sustainability of the financial system in
absorbing the external crisis processes. The paper is a result of the previous studies. The research was
performed in the field of the economic theory in the area of business cycles and economic crisis.
Furthermore, it was supplemented with a thorough analysis of the course of the recent world crisis
2007 — in respect to the fluctuation of economic indices and confronted with the study of the
effectiveness of regulations.

The current conditions of open economies give opportunities, but also carry threats for
operation of entities. Each crisis impulse may materialise risks in different spheres of the entire global
economy, often not related to the initial source causally, functionally or geographically. The

importance and significance of this matter were the motivation to start the research.

1. The dynamics of an economic crisis in the global economy

The global economy is a system of interconnected vessels, consisting of national economies.
Under the conditions of this system any imbalances are moved throughout the whole arrangement.
The impulses that affect the equilibrium create particular risks, that spread all through, and as
phenomena are dynamic and spontaneous, therefore difficult to predict. Each impulse may indeed
materialise risks in different spheres of the entire global economy, often not related to the initial
source causally, functionally or geographically.

The concept of an economic crisis has been very widely discussed and analysed in the scientific
literature. Table 1 presents an overview of the views represented by different theories regarding the

causes of a crisis and the proposed anti-crisis policies.
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Table 1. An overview of selected views regarding economic crises in the context of the theory

of business cycles.

School Causes of the crisis Anti-crisis policy
Mercantilism: .
T. Mun, The quantity of money affects changes of real Supporting foreign trade
product
D. Hume
Physiocrats: Regulation of trade by the state is an obstacle to Lalssc?z faire, as a policy leading
. especially to the development of
F. Quesnay economic growth .
agriculture
Clasics:
A. Smith, State intervention Free market
D. Ricardo
Increasing consumption by persons not
T. Malthus Insufficient consumption producing (teachers, officials,
landowners)
Oversupply, due to the limitation of credit as a
J. Mill result of pessimistic expectations of economic Wait for prices adjust
circles
Technological cycle, disproportionality crises, Moving away from capitalism to
K. Marks 0 . .
long-term decline in the rate of profit socialism, then communism
Marginalists Decreasing marginal productivity Lower wages
. Policy of balancing the budget under pressure . . .
M. Kalecki from “industry leaders” during the boom Policy of expansion of state spending
Control of credit during the boom,
A. Marshall Excessive credit expansion during the boom insurance against the risk during the
recession
Stimulating aggregate demand through
J.M. Keynes Insufficient aggregate demand (demand shock) expansive monetary and fiscal policy,

expenditure growth

Post-Keynesians

Changes in investments

Adjusting the demand (incomes policy)

Monetarists

Excessive growth in money supply

Passive stabilization policy,
development of monetary aggregates

Neo-classics

Unexpected, too restrictive monetary policy

Stable, credible monetary policy

School of the
political business
cycle

Nationwide elections

The introduction of a floating exchange
rate

School of real
business cycle

Supply shocks (mainly technological) through
investments; slowdown of productivity growth

Lack of stabilization policy

New Keynesian
school

Supply and demand shocks (mainly), recessions
are intensified by the stiffness of prices and
wages, and risk aversion

Stimulating demand through monetary
policy, eliminating stiffness

Austrian school

State intervention to improve the situation by
(excessive) credit expansion (“artificial

prosperity”)

No intervention, leaving an economy
itself, counteracting the crisis in the
boom period

Source: Authors concept based on Piech (2002, pp. 107-108).

The cyclical nature of economic activity is a phenomenon, which is very well identified, widely
investigated and ultimately is inevitable (Knopp, 2014, pp. 5-42). The greater the amplitude of
fluctuations of the dynamics of the economic activity, the more challenging it is for the business
entities to maintain sustainability. Hence it is the duty of the state institutions to act anti-cyclically,
reducing the amplitude of the cycle. Furthermore, it is crucial for the governors of the state to create

regulations that would enable the resistance of the economy to the volatility of the dynamics of
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economic activities and processes. This is especially important for the resistance of an open economy
subject to the influence of the crisis processes.

The mechanism of transmission of crisis shocks has more complex dynamics than the
traditional course of the business cycle. The economic crisis can be compared with a break in a dam.
Both phenomenon consist of individual phases that differ from each other in many respects i.e. by its

destabilising potential, dynamics of the course and scope of the effects.

Table 2. Reference of phenomena associated with disaster of a break the water dam and the
development of the economic crisis.

Stage Break in a dam Economic crisis
1. Cumulation The weakening of the structure or a small leak Pumping of economic bubble
2. Outbreak Breach in the dam, bursting of water Bursting of the bubble

Dynamic outburst of water and flooding of the environment
in a chaotic manner

Water loses its dynamics while flooding further areas
searching for new balance level

Formation of a new static system of land and water
reservoirs

Source: Author's concept.

3. Chaos Contagion of crisis

4. Equalization Transmission of crisis

5. Mitigation The new, post-crisis reality

Due to the distinct course of the phenomena during the various stages of the crisis, when
building an effective strategy of neutralisation, adaptation and prevention, it is crucial to determine
the current phase of the crisis. This includes creating a set of specific tools for each phase of the crisis
tailored to its potential and dynamics. A similar concept is used in marketing to determine the market
potential of a product through its life cycle. The introduction of the life cycle of the crisis allows
readily identifiable changes and phases of this phenomenon and enables the measurement of its

potential, existing tensions and crisis-factors at different times.

2. Contagion and transmission mechanism of the spread of a crisis

The concept of a crisis development has been presented by Hyman Minsky, and it comprises of 5
stages: displacement, boom, overtrading, revulsion and tranquillity (Minsky, 1982, pp. 13-39). The
transfer mechanism of the crisis shocks often seems to be referred as the transmission mechanism, as well
as the contagion effect. Both terms are often used interchangeably to describe the undesirable
consequences in the economy. It is however noteworthy that the two concepts accentuate the various

relations that can be differentiated by three main criteria (Nosek and Pietrzak, 2009, pp. 84-85):
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e relations and links, that allow the transfer of crisis phenomena ie. channels of transmission or
contagion,

e dynamics of the transfer of crisis,

e the size of the phenomenon understood as territorial range.

Due to the aim and subject of this article the analysis of the process of initiation of the crisis
has been omitted and only the further stages of the crisis life cycle related to the mechanism of its
spread have been parsed. Contagion mechanism is considered to be the first. Before the currency
crisis in Thailand in 1997 the term “contagion” usually referred to the spread of a medical disease.
The course of the development of the crises, which started in a relatively small market, but spread
throughout East Asia, Russia, Brazil and even North America and Europe triggered the widespread
use of the new meaning for the term contagion (Claessens and Forbes, 2001, p. 3).

This phenomenon of contagion, or the development of the crisis in this phase is not dependent
on the state of the real economies. This phase takes place relatively soon after the incident that initiates
the crisis (i.e. a burst of a speculative bubble). The transfer of the crisis factors between the national
economies occurs dynamically spreading mainly through the financial markets (Dornbusch et al.
2000, pp. 177-197). Within the markets the effect of contagion is stimulated by the modern
communications technology that allows immediate flow of information. Infection occurs through the
launch of a domino effect. The outbreak of the crisis materialises various risks in many areas of the
economy that initiate further, destructive changes in the interrelated and dependent spheres.
Depending on the internal conditions, the course of this phase of the crisis may be more or less severe
to the individual economies, but especially can affect the stability of the financial sectors. The degree
of destruction and the scale of adverse effects in the phase of contagion are subject to a sort of
resistance of the financial system associated with the ability to absorb such shocks, which is supported
by safety network institutions (Komorowski, 2015, pp. 23-30). This resistance, understood as stability
and sustainability of the system in the situation of a crisis means that the condition of the system,
regulations and operation of the safety network would prevent the domino effect from happening, so
that materialisation of risk associated with individual entities would not result in the materialisation

of the systemic risk.
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Figure 1. The stages of the life cycle of crisis triggered by a burst of a speculative bubble
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I - pumping of speculative bubble
IT - burst of speculative bubble

III - contagion of crisis

IV - transmission of crisis
V - the new post-crisis reality

time

Source: Author's concept

Transmission of the crisis is the fourth stage of the evolution of the crisis. This process takes
place after a certain time interval from the moment of the beginning of crisis, when the transfer of the
crisis factors already lost its initial momentum. The transmission takes place through two channels:
long-term capital flows and trade links. They can therefore be referred to as the direct economic
relations between national economies. This mechanism is evident in the evolution of the main
macroeconomic indicators. The processes of adaptation to the changing environment are expressed
by a decrease in trade dynamics, reduced production, a decrease in investment, rising unemployment,
etc. In comparison with the mechanism of contagion, transmission takes much longer time. During
this phase, the tensions in the entire system of connected vessels become equalised towards finding a
new equilibrium. As a consequence, even countries that have proven to be resilient to the crisis in the
phase of contagion may be vulnerable to the transmission mechanism. Furthermore, some of the
segments of economy deteriorate further during this phase; therefore the new equilibrium point for
the post era may be different.

Figure 1 illustrates the life cycle of the economic crisis triggered by a burst of a speculative
bubble. During the first stage the crisis factors dynamically accumulate. It is a process of the so-called
pumping of a speculative bubble. The second stage is the explosion of the crisis caused by the bursting

of this bubble (Komorowski, 2011, pp. 409-422). To clarify, a crisis can also be triggered by other
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phenomena, not only a speculative bubble. It’s the case of an incident, understood in the broad sense,
which would generate a cascading materialisation of risks.

The effects of contagion and transmission can lead to different situations and affect national
economies individually. A stable financial system and certain conditions in the real economy can
provide the power to defend from a material and significant effect of shocks during the stage of crisis
contagion. The next stage of transmission however is slower, but virtually inevitable in the conditions
of openness of economies (Komorowski, 2014, pp. 249-261). It is therefore crucial for the financial
sustainability and economy development to manage the processes adequately during the two stages,

however this process can be very challenging in the conditions of global, open economy.

3. The role of the financial system of an open economy in maintaining the financial

sustainability during a crisis

Nowadays it is common to speak about the economy as a unified global system. It's the cells -
the open economies of individual countries - that in most cases have abandoned the administrative
control of the flows of goods and services, thereby lost the opportunity to influence the processes of
global nature. This means that in times of prosperity there are no limitations to the expansive
processes of trade, but in difficult times, it is not possible to isolate the impact of negative external
processes. Under these conditions, growth becomes increasingly dependent on the interaction
between economies (Brodzicki, 2006, p. 4 and further). Consequently, the phenomena of recovery
and crisis are put in the international context (Kindleberger, 1999, pp. 209, 213).

In an open economy, the international market and the exogenous determinants are, by the nature
of things, primary to the internal factors, and interact more strongly on the internal situation. In terms
of global interdependence, the interaction between domestic supply and demand and the impact of
regulatory tools can be seriously distorted. Conducting operations across national borders creates
difficulties in their control and adequate risk assessment of these processes (Komorowski, 2010, pp.
248-251). Thus, globalisation as an inevitable and irreversible phenomenon poses both opportunities
and risks (Robertson, 2000, p. 8 and following). However, it appears that the balance of these
phenomena is more on the side of its positive features (Kotodko, 2001, p. 191).

In the conditions of globalised economies and the specific dynamics of a crisis phenomenon, it
is the financial system that is mostly exposed to the destructive exogenous processes. Most
importantly the stable functioning of a financial system provides financial sustainability of an

economy. This means that by fulfilling its functions, the financial system provides the flow of money
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and capital within the entities in the economy. Those streams are necessary for them to function,
therefore the sustainability of the performance of the functions of the financial system are the
condition for economic development.

The main functions of a financial system are (NBP website):

e monetary — the financial system provides money to non-financial entities and enables it to
circulate in the economy,

e capital-redistributive - allowing free flow of money from those who have it available to those who
need it,

e control - full control over cash flows, in particular over assets invested, borrowed and redistributed
in the past.

Any disturbance in the implementation of these functions leads to negative effects in the real
economy. And it is the period of a crisis when an accumulation of destructive processes has the
highest impact on financial sustainability of an economy. It is therefore crucial for the economy to
maintain the sustainability of the financial system, especially during a time of crisis, to prevent the
destructive processes to hit the real economy. Given this fact, the stability of the financial sector can

be treated as a safety buffer of the economy.

4. Financial sustainability as a crucial factor of sustainability of an economy

The financial system that covers the economic relations should also be seen in the context of
the public duties of the state, in which its construction and smooth operation is the subject of public
trust. Meeting the high safety standards of financial transactions requires, firstly, to ensure the safety
of financial processes determining the security of business transactions in the functioning of the
economy and, secondly, to consider the fact that the financial sector entities almost exclusively invest
the money entrusted to them, which requires proper public oversight (Zukowski and Zukowska, 2009,
p.483).

It is therefore in the public interest to preserve the stability and sustainability of the financial
system and in particular the efficiency of the markets (Zaleska, 2001, pp. 203-212). The social cost
of the collapse of even one bank can be very diverse and difficult to estimate, but also very dangerous
economically (Jaworski, 1999, p. 36). For this reason, in most developed economies in the world,
despite being free-market economies, the financial system is subjected to public supervision via the
so-called ‘safety networks’, so that a set of institutions and regulations ensure financial stability and

protect the interests of market participants that use the services of financial intermediaries, as well as
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the institutions responsible for monitoring compliance with these regulations (Iwanicz-Drozdowska,
2008, p. 23; Szczepanska et al. 2004, pp. 9-20).

It is said that it is today’s regulations that cause tomorrow’s crisis. In this context, it is the wise
regulation that builds the resistance of the financial system against a crisis and supervision that
maintains it. It is therefore the functioning of the safety network that is one of the determinants of the
sustainability of an economy in the crisis conditions.

In relation to the presented mechanisms of the spread of the crisis in the global economy and
the role of the financial system in maintaining sustainability of an economy, the presented model fits
into the idea of a 5-stage collapse of a country (Orlov, 2013, pp. 14-15):

e stage 1: financial collapse: faith in “business as usual” is lost,

e stage 2: commercial collapse: faith that “the market shall provide” is lost,

e stage 3: political collapse: faith that “the government will take care of you” is lost.
e stage 4: social collapse: faith that “your people will take care of you” is lost

e stage 5: cultural collapse: faith in the goodness of humanity is lost.

According to this idea, the collapse of a country is initiated by a collapse of finance. That leads
financial institutions to become insolvent, savings are wiped out and access to capital is lost. Second
stage is the commercial collapse that causes money to devalue and/or become scarce. Furthermore,
during this phase commodities become hoarded, import and retail chains break down.

The first two stages of the concept, which are of an economic nature, are similar in
characteristics to the mechanisms of crisis contagion and transmission presented in this article. This
highlights that the economical side of today's reality is of highest importance in relation to life's
comfort and stability. Economic collapse can lead to further problems of political and sociological
nature. The last stage is the collapse of culture, as the ultimate failure. That is why the most important
thing is not to start the process of a collapse through maintaining the economies and the financial

systems resistant to the crisis factors.

Summary

Financial sustainability of an open economy is a modern day complex issue. In today's global
conditions the flow of streams of capital, people, labour, goods, materials, etc. are controlled in a very
small degree by countries and its direction most often depends on exogenous factors. Such conditions
allow the free transfer of economic processes within the globalised economy. These processes can

generate desirable, positive effects or undesirable, negative effects to the country's economy. Under
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these circumstances it is important for the internal economy, and the financial system, to possess the
ability to resist the destabilising processes, especially during their particular intensity during a crisis.

Crisis, as an economic phenomenon, has its characteristic stages in terms of its life cycle:
process triggering the crisis i.e. burst of a speculative bubble, contagion of crisis and transmission of
crisis. The identification of the stages allows the building of an optimal strategy to work against the
destructive exogenous processes and maintain internal sustainability.

Given the fact that the initial crisis processes spread through financial markets, and primarily
affect the financial system, it's resistance to destabilization is the most important security buffer for
the real economy to maintain stability. Therefore, the sustainability of the financial system in an open
economy during a crisis is a crucial factor for the stability of the whole economy. It is the role of the
safety network to maintain the stability of the financial system in any moment of the business cycle,
even in the time of crisis, so consequently the proper functioning of the set of regulations and

supervision institutions is a factor for financial sustainability of a country.

Acknowledgements: The results of this research were presented at the 1st SCIENVIR International
Conference “Scientific Convergence and Interdisciplinarity in EU Environmental Research”, in lasi

(Romania), on 15th — 17th of June, 2017 (http://scienvir.uaic.ro/).

References

Brodzicki, T. (2015), Otwarto$¢ a wzrost gospodarczy - wyniki dotychczasowych badan 1 wnioski na

przyszto$¢, Analizy i Opracowania KEIE, UG nr 2/2006, Gdansk: UG.

Claessens, S. and Forbes, K. (2001), International Financial Contaignon, Springer Science & Business

Media.

Dornbusch, R., Park, Y. and Claessens, S. (2000), Contagion: Understanding How It Spreads, The
World Bank Research Observer, Vol. 15, Issue 2.

Iwanicz-Drozdowska, M. (2008), Bezpieczenstwo rynku ustug finansowych, Perspektywa Unii
Europejskiej, Warsaw: OW SGH.

Jaworski, W.L. (1999), Bankowos¢ - podstawowe zatozenia, Warsaw: Poltext.

Kindleberger, Ch. P. (1999), Szalenstwo, panika, krach, Historia kryzysow finansowych, Warsaw:
WIG — Press.

76 CES Working Papers | 2018 - Volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY



Financial sustainability of a globalised economy in the context of the mechanism of the spread of crisis

Knopp, T. A. (2014), Recessions and Depressions: Understanding Business Cycles, Westport:

Praeger.

Kotodko, G. (2001), Globalizacja a perspektywy rozwoju krajow posocjalistycznych, Torun: Dom

Organizatora.

Komorowski, P. (2010), Kondycja polskiego sektora finansowego na tle globalnego kryzysu, in:
Ostaszewski, J. (ed.), Nowe wyzwania w zakresie ekonomii i polityki gospodarczej po kryzysie

subprime, Warsaw: OW SGH.

Komorowski, P. (2011), Stabilno$¢ sektora bankowego a zagrozenie skutkami banki spekulacyjnej,
in: Bartkowiak, R. and Ostaszewski, J. (eds.), Ekonomia, nauki o zarzqdzaniu, finanse i nauki

prawne wobec swiatowych przemian kulturowych, spotecznych, gospodarczych i politycznych,

Warsaw: OW SGH.

Komorowski, P. (2014), Wplyw kryzysu gospodarczego na system finansowy w Polsce a dziatania
regulacyjne instytucji publicznych w latach 2008-2012, in: Czerwonka, M. (ed.), Wktad nauk

ekonomicznych w rozwdj gospodarki opartej na wiedzy, Warsaw: OW SGH.

Komorowski, P. (2015), The significance of the safety network in the financial system of an open
economy, in: Economics and Management, Ekonomia i Zarzqdzanie, Vol. 7, Issue 4, Biatystok:

Biatystok University of Technology.

Minsky, H. (1982), The Financial Instability Hypothesis, Working Paper No. 74, Levy Economics
Institute.

Nosek, A. and Pietrzak, A. (2009), Efekt domina czyli migdzynarodowa transmisja kryzyséw - na
przyktadzie wspdiczesnego kryzysu finansowego, in: Michalczyk, W. (ed.), Wybrane problemy
gospodarki swiatowej pierwszej dekady nowego wieku, Wroctaw: Uniwersytet Ekonomiczny

we Wroctawiu.

Orlov, D. (2013) The Five Stages of Collapse, Survivors' Toolkit, Gabriola Island: New Society
Publishers.

Piech, K. (2002), Cykl koniunkturalny i kryzysy gospodarcze —- przeglgd keynesowskich i
wspotczesnych teorii ekonomicznych, Studia 1 Prace Kolegium Zarzadzania i Finansow SGH,

Zeszyt Naukowy no. 27, Warsaw: OW SGH.
Robertson, R. (2000), Globalization, Social Theory and Global Culture, London: Sage.

Rothbard, M. (2014), Austrian Schoool, Business Cycle Theory, Gallatin House.

CES Working Papers | 2018 - Volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY 77



Piotr KOMOROWSKI

Szczepanska, O., Sotomska-Krzysztofik, P., Pawliszyn, M. and Pawlikowski, A. (2004),
Instytucjonalne uwarunkowania stabilnosci finansowej na przyktadzie krajow, Materialy 1

Studia NBP nr 173, Warsaw: NBP.

Website of the Polish National Central Bank: https://www.nbportal.pl/slownik/pozycje-

slownika/system-finansowy

Zaleska, M. (2001), Nadzor bankowy i gwarantowanie depozytow, in: red. W.L. Jaworski, Z.

Zawadzka, Bankowos¢. Podrecznik akademicki, Warsaw: Poltext.

Zukowski, M. and Zukowska, H. (2009), Oddziatywanie pafstwa na stabilizowanie systemu
finansowego, in: Bankowos¢ w Unii Europejskiej - szanse i zagrozenia, Ksigga jubileuszowa z
okazji 80. rocznicy urodzin Prof. dr Wiadystawa L. Jaworskiego, red. M. Iwanicz-Drozdowska

11in., Warsaw: OW SGH.

78 CES Working Papers | 2018 - Volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY



CES Working Papers — Volume X, Issue 1

National identities and socio-economic development in European Union
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Abstract

This paper analyses the relationship between identity and level of socio-economic development in the
member states of the European Union. This work is an empirical study which uses original data on
the number of national mottos and country logos, GDP/ Capita and Human Development Index (HDI)
for 2016 disaggregated by states of the EU2S8. Our findings suggest the existence of a symmetrical
interdependence between the consistency of national identities and the degree of socio-economic
development, between which there is a relative territorial overlap. We attempt to demonstrate that
the symmetry of their arrangement with each other maps out a community-wide asymmetry, resulting
in a territorial cohesion deficit and segregated segregation of the Union, generating an asymmetric
European Union with more identity-development speeds.

Keywords: national identities, development, identity indicators, national motto, country logo
JEL Classification: 052, O57

Introduction

Identity issues stem from the fact that the need for identity is the most urgent social need at all
levels of human organization, even if not all entities are openly recognizing this reality: from
individual to group, society, state. Consequently, the poison of identity generates an attitude as
competitive as the rush to access material, development or power. Hence, in the international system,
there is a certain symbiotic mutualism between national identity and development. And the European
Union is not reluctant to develop this mechanism, despite its high degree of integration.

The European Union has a wide variety of conceptual definitions. It is at the same time a
regional body, a political organization, a customs union, economic, monetary, a single market. Each
of these entities represents as many facets of the Union's supranational identity. But who is each
member and with what contributes to the configuration of the community identity pantheon and
especially what is symbolic? What are the identity brands? How does it define itself in the community
concert and how is it perceived from the outside of its own niche? The answers to these questions are

the essence of the concept of national identity that can be approached in a double manner: on the one

* Cezar TECLEAN is Ph.D. Candidate at the Bucharest University of Economic Studies, Romania, e-mail:
cezarlOtc@yahoo.com.
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hand, in the spatial matrix of a behavioural geography of identities and on the other in a way of
interdependence between identity and the socioeconomic dimension. As the European Union knows
economic and social convergence and divergences, it also knows differentiated identity convergence.
Europe with more speed is undoubtedly not only an economic and social reality but also an identity
one. The quench of the two realities does not always describe the model of perfect mimetism, but
pan-European cohesion is undoubtedly dependent on the cohesion of the two plans.

To understand the importance of static identities, we must admit the prevalence of
intergovernmental character in European decision-making. Indeed, two of the four leading institutions
of the Union' are the projection of intergovernmentalism: the European Council and the Council of
the Union. We do not evaluate here whether it is good or bad if there are more communitarianism and
less intergovernmentalism. It is certain that this decision formula illustrates the existing relationships
at the level of the subsequent national entities, which are reflected in their identity burden. So we
focus on the role played by countries in the European nations' community. To this end, we will
consider two benchmarks for the semiotic definition of national identities: national mottos and
country logos. To quantify socio-economic development and spatial differences in development, we
will use two specific indicators: Gross Domestic Product (GDP per Capita) and Human Development
Index (HDI).

The main objective of the research is to assess the level of national identity at the scale of the
community space based on the two identity indicators, namely the behavioural mapping of the
perceptions and self-perceptions about the static self, conceived in the European public
consciousness. A second objective is to assess the relationship between the national identity
consistency expressed by the two items and the degree of social stability and economic development
within the EU.

The envisaged working hypothesis emphasizes that the level of national identity, social
stability, and economic development are interdependent sizes in the architecture of post-war
European construction. The thesis we propose is the spatial convergence/superposition of the
distribution of identity consistency and the distribution of the degree of social stability and economic
development.

The paper is structured modularly, comprising the following parts: the introductory part, the

evaluation of the knowledge stage and the epistemic framing in the field, the exposition of the used

! The European Council, the Council of the European Union, the European Commission and the European Parliament.
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methodology, the presentation of the results obtained, the discussions and comments on the results,

the interpretation of the conclusions and the bibliographic references.

1. Knowledge and critical thinking in the study of identities

The enlargement of the European Union in recent years has been inevitably accompanied not
only by the multiplication of socio-economic issues but also of cultural identity issues. The latter,
however, should not be seen only by the Huntigtonian lens, but rather in a combined, neo-realistic
and constructivist manner, resulting from the ambitions of each new member of the Union to be as
visible as possible in the community concert to the purpose of legitimizing his position and claims.
In this context, knowing the identity phenomenon is a keystone in ensuring predictability, legitimacy
and ultimately stability on the continent. It is the argument that studying the issue of European
identities has become a genuine "must have" in the past decades in the academic environments in
Europe, but also in North America or Asia.

Studies in the field of identities and imaginary identity in the European space, although of an
old tradition in the literature, have gained a great deal after the destruction of the communist system
in Central Eastern Europe and the accession of ex-communist states to the great family of the
European Union. The interest for this field of investigation was and is determined by the impact of
the identity factor in the configuration of the formats of some ongoing actions and initiatives,
including the catalysis or attenuation of the EU enlargement process.

The approach to the theme of European identities responds to a dual, theoretical and practical
interest. The theoretical argument comes from the desire to know the phenomena of identity
effusively erupting in Europe in the post-communist stage before accession and immediately post-
accession to the EU of the Eastern countries. But even in the "old Europe", tense situations have been
recorded on the grounds of ethnolinguistic and/or confessional identity cleavages (inter-communal
faults in Belgium, Spain, Northern Ireland). That is why understanding the way in which the identities
imagined by the different communities (national, regional, ethnic, confessional, etc.) are essential for
designing the future European architecture and responding to the ultimate goal of properly managing
the common cohabitation in a E.U. of freedom, justice, stability, and equity.

The problem of identities associated with the European nations has been treated plurivalently
in the literature: the size of the nationalism-nationalist syncretism, the configuration of the political
communities associated with the national phenomenon, the identity dimensions related to the

contemporary reconfigurations in the European Union.
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However, under the conditions of accelerated globalization, Linklater feels that there is now a
continuous transformation of political communities with inevitable repercussions on national
communities and implicitly on their identities (Linklater, 2011).

With regard to the strengthening of nation-states in Europe, Armstrong believes that
nationalism has always manifested itself after the actual creation of nations, being their identity
corollary (Armstrong, 1982, p. 36). From this point of view, Rumford tells us that we have witnessed
a continuous multiplication of facets of the national phenomenon in Europe over the last two centuries
(Rumford and Buhari, 2014, p. 121). These transformations and their identifying accents are seen by
Holsinger and Kobrin in the light of the theory of neo-Médevism, in which the current national states
would represent the next phase of the Westphalian stalemate (Holsinger, 2007, p. 72; Kobrin, 1998,
p. 20).

Other paradigms privilege the identity-national explanations from the perspective of political-
historical imagination. For more than a century, the representatives of the French school have
considered that nations are entities and identities whose existence is unilaterally proclaimed by the
elites at a certain time (Renan, 1947, p. 41; Thiesse, 2000, p. 114). Girardet and Mach appreciate that
the political mythologist is called upon to contribute rigorously to the genesis of identity. Myths and
associated symbols are mandatory ingredients of national identity constructions and their political
phenomena (Mach, 1993, p. 58; Girardet, 1997, p. 16). Evolution of E.U. requires a gradual rethinking
of European identities (Morin, 1987, p. 47); according to Mattera, the crystallization of our own
identities within the common Europeans must be seen in a consolidated historicist conception over
the last two and a half millennia (Mattera, 2008, p. 32-33). Wolton believes that Europe needs to build
its own identity formation, in which national identities mingle in the community crucible in the form
of a "European globalization," as Europe itself is a piece in the "global globalization" (Wolton, 2003,
p. 94).

Eastern Europe is inaugurating its own ambitions of identity only from the century of lights
(Wolff, 2000, p. 56), but the composition of its identities seems to follow the same subordination
conditioned by its size as its historical trajectory. Thus, in the historical-virtual sense of Ferguson,
Central-Eastern Europe, in any historical situation, would have been in the orbit of predominantly
German influence (the "Kaiser Empire"), which is still happening today in the E.U. (Ferguson, 2013).
One of the most adhering currents of current thinking in the sphere of international relations identifies
a bizarre relationship between the formation of collective identities and recognition of the "other".
Greenhill, however, believes that in the absence of a rational and credible process mechanism, even

for a well-integrated body like the EU, recognition may not necessarily imply the guarantee of
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identities in a nonconflictual way (Greenhill, 2008, p. 344). Another instrument for the consolidation
of identities used in literature is the recourse to the emotional and emotional memory of the events
experienced, but Ross believes that the constructivist manner of approaching this subject does not
bring all the necessary clarifications even in the case of internal identities in the United States (Ross,
2006, p. 199).

European national identities can be highlighted through functional differences in the
international system, derived from Waltz's realistic conception. In this context, differences in power
in the European system can explain the concept of Europe with more speeds currently being circulated
and which would associate identity differentiations accordingly. Starting from the Waltzian
assumption, Buzan and Albert accept political differentiation in the system as an explanatory source
for stratified differentiation (Buzan and Albert, 2010, pp. 316-317), which we consider responsible
for the identities generated by the multi-level governing system E.U. At the same time, stratified
identities are valued by Ruggie in a neo-medieval manner, admitting a similarity between the
medieval and current differences in the E.U. (Ruggie, 1993). But identities prove to be plastic and
undergo transformations as a result of interactions and the transfer of ideas (Legro, 2009); in E.U.
this is reflected in the many legislative, political, economic and social adaptations at Member State
level imposed by the need to comply with the Community acquis; all these systemic adjustments
continuously alter and reconfigure national identities.

In the context of the ubiquitous Europeanization that takes place amid the prevalence of
intergovernmentalism, Anholt states that we are witnessing a synchronous identity competition with
a socio-economic competition where competitive national identities come together with government
social responsibility (Anholt, 2011, p. 4). Berens believes that identities' competitiveness can be
ensured by standardizing them through measurable country brands (Berens et al., 2011). These
brands/identity brands are called upon to provide a national good reputation derived from the
development of events with a desirable imaging effect in many areas: large-scale sports events
(Schreiner and Go, 2011), historical events that load the identities of certain places, cities (Braun,
2011; Magala, 2011) or create a certain identity topophilia on the basis of hedonistic perceptions
(Tjestheim and Go, 2011).

Linking the issue of national identities to the state security dilemma occupies an important part
of contemporary analyses. Mitzen believes that tensions between states themselves (derived from
competition between them) provide them with the desired security status, as competition reinforces
identity or identities (Mitzen, 2006, pp. 342-343). This paradigm is able to explain the difficulties of

E.U. to organize a coherent community security and defence system.

CES Working Papers | 2018 - Volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY 83



Cezar TECLEAN

A series of recent Romanian research evaluates the political-identity and socio-identity patterns
in the European Union. Boia believes that the assertion of European identities must be projected on
other coordinates nowadays, given the diminishing of the weight of the West in the global society
(Boia, 2013b, p.33-34), and national identities should result from the synthesis of particularities
through an effort essentialization and abstraction (Boia, 2013a, p. 10), for which the proposed
indicators (national motto and country logos) represent the elements of a semiotic-identity
abstraction. Current analyses identify the different components of European identities: Barbulescu
views the specific institutional model of the E.U. as the main ingredient of the European identity
matrix (Barbulescu, 2015, p. 340, 578). Relationships of European common identity with national
identities can also be interpreted in a critical register, as Pricopie does, showing that E.U. can alter
national identities, local traditions and cultures, and bear a certain responsibility for labour market
imbalances in each member state (Pricopie, 2012, p. 113), while Ivan attributes the levels resulting

from the multi-layered organogram of the EU, so many associated levels of identity (Ivan, 2009).

2. Methodology, data and the epistemic of research

We must recognize that it is very difficult to quantify national identities in an objective and
rational manner, through quantitative indices that give interpretations issued the rigor necessary to
position them above all contestability. At the same time, it is equally difficult to evaluate single-
country identity without resorting to a comparative analysis by contextualizing identifying
approaches within a wider spatial-temporal framework. For this reason, we will radiograph in a
qualitative manner the relationships between the two identity components (self-claimed identity and
externally perceived identity) through two qualitative reference indicators, namely the category of
national mottos and the category of country logos. In short, we will use the national motto as an
indicator for assessing the identity seen inside the nations (the self-constructed and self-identified
identity of each national entity), while for assessing the perceived external identity we will use the
country logos as an assessment parameter as labels/visible from the outside).

The mottos are a currency that a country has self-proclaimed and assumes, and which is
supposed to be a super-concise summary of what the nation's elites want to present to their own
compatriots as well as to the outside world. Therefore, a national motto has a double valence, as it is
a mobilizing and uplifting message for its own citizens, but at the same time, it wants to convey to
the outside world the self-designed image of the nation in question. Like most contemporary and

contemporary representations, national mottoes promote national / state-style features/realities in a

84 CES Working Papers | 2018 - Volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY



National identities and socio-economic development in European Union

symbolic-partisan manner, according to the theses and fundamental values that will be propagated by
states. They emphasize those beliefs of the national ethos, considered favourable to those states since
their espousing is a deliberate and deliberate process. How from the age of Lights, the translation of
the sacred from the religious to the new sacred laity of the nation (the "new religion" of national
patriotism, the rule of law, freedom and democracy) from the age of the Luminaries, the national
mottoes somehow reserved the role of labels of the new contemporary sacrality. In a profane and
pejorative way, however, country mottoes seem to be propaganda national slogans, often unwieldy
and only partially realistic, made by elites who have built up modern nations, in order to tabulate new
national constructions in public and foreign public consciousness.

In addition to the national self-identifying mottoes in the process of identifying, most of the
world's states, and even the dependent or special-status territories, still have a currency, a kind of
nickname, a pseudonym associated with the country, reflecting in a very concise summary one or
several of the basic features that define the country. We allow our approach to allocating our own
license of expression, whose terminological paternities we claim, namely the country logo or the
identity logo, for the definition of the national currency mentioned. The "nicknames" attributed to the
Netherlands as "The Land of the Windmills", "The Tulips Country" or "Country of the Channels",
those attributed to France - "Hexagon" or "Country of Wines" etc.

Country logos identify, customize and legitimate the represented identities, highlighting their
alterities and plotting their semiotic-imaginary borders on mental maps; they come to mark the
national definitions, to give them a representation label in the window of the international system.
But as any key value, identity logos capture only certain aspects of national entities, putting others in
a favourable or inconvenient penumbra, as the case may be, for those states. As a rule, it expresses
the desirable facets of the states' identity in the vast majority of situations, as is the case for all nations
of the Western world. Very rarely and only for some non-EU countries, it expresses a neutral hue for
the image of the country, as in the case of the Republic of Belarus ("White Russia") or Cameroon
("Axilla of Africa") and exceptionally a country logo is built in shades as a result of the hostile
perception of that country, either politically (North Korea - "The Desolate Kingdom"), or because of
the natural repulsive conditions (Mauritania - "Grand Vacuum", Chad - "Dead Heart of Africa" , The
Bermuda Islands - "The Devil's Islands").

However, the difference between a logo and a motto is due to the manifestation of the (self)
attribution, which is obviously overwhelmed in the case of self-constructed mottoes, but much more
moderate in the case of national logos with a significant dose of external input. If identity mottoes

provide a relatively subjective side of identity because their messages are made inside state entities,

CES Working Papers | 2018 - Volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY 85



Cezar TECLEAN

country logos are the exponents of a more objective dimension of identity, resulting predominantly
as effects of external perception on national spaces in cause. There is, of course, a certain amount of
internal input to the building of labels expressed through logos, but they are predominantly the
perception of external perception. For national-state entities, external attributions come to legitimize
their respective political and administrative constructions by providing an external, dissimilar,
ubiquitous and non-personalized opinion of creditworthiness, which gives them the desired neutrality
and equidistance, credibility. So, unlike a motto perceived as having a considerably partisan load,
thus less credible, a country logo emanating mainly from the external perception seems to have a
much greater convincing effect, respectively superior credibility.

The assessment of the correspondence between the identity configurations and the economic
and socio-human development envisages the assumption of the principles of interdependence and
functional integration; the main investigative method is the comparative interpolation of the requested
identity resources (national motto and country logo) and the value of the two socio-economic
parameters used (GDP / capita and HDI index). The values of these indicators were extracted from
the databases and from the reports of the international institutions that manage the parameters in
question. National mottoes and country logos have been taken from the list of World Heritage
Encyclopaedia as part of the Gutenberg Project; GDP/capita values were collected from the World
Bank database for 2016; HDI values were extracted from the United Nations Development Program
Human Development Report for 2016 (Table 1).

For the comparative interpolation of the used indicators we set three value classes for each of
the three indicators (Table 2). Depending on the identity resources, E.U. was divided into the
following classes: 6 well-identified states holding at least one motto and logo, 21 states with an
average degree of national identity holding a motto and/or logo and 1 weakly identifiable state without
any motto or logo. Depending on GDP/capita, in the E.U. there are 11 economically well-developed
economies (with a GDP level above $ 40,000/capita), 14 states with average economic development
(with GDP between 25,000 and 40,000/capita) and 3 poor developing countries a GDP below $
25,000/capita). According to the Human Development Index (HDI), we identified 19 states with the
highest human development (HDI over 0.850), 8 medium human development (with HDI between
0.800 - 0.850) and 1 human development state relatively low (with HDI below 0.800).

We mention that the individualization of the specified classes within the limits of the values
shown represents a proper methodological license assumed for practical reasons, adapted to the level
of development in the E.U.; thus the thresholds of the asset classes differ from the usual values used

in the standard statistics.
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Table 1. The national mottos, the country logos, the gross domestic product per capita and the
human development index of the states of the European Union

. GDP/capita Human
State National motto Country logo (Int.$) Development
Index (HDI)
“Austria erit in orbe ultima”
Austria (Austria will last until the end of - The Waltz Country 50,078 0.893
time)
Belgium “Unity is Strength” ] Fﬁ: gg‘:ﬁﬁ (‘)’fg&‘r’gglates 46,383 0.896
Bulgaria “Unity makes Strength” — 19,199 0.794
Czech Rep. “Truth prevails” - The land of a hundred castles 34,711 0.878
Cyprus - - The Aphrodite’s Island 32,580 0.848
Croatia - - The land of a thousand islands 23,596 0.827
“God's help, the love of the - The Hamlet’s Kingdom
Denmark people, De}lzmark's strej;gt ” - The land of little nglermaid 49,496 0.925
. - The Baltic Tiger
Estonia - - St. Mary’s Land 29,365 0.865
Finland - - The land of a thousand lakes 43,053 0.895
ey . o - Hexagon
France Liberty, Equality, Fraternity - The land of wines 41,466 0.897
Germany “Unity and Justice and Freedom” — 48,730 0.926
Greece “Freedom or Death” - The cradle of democracy 26,783 0.866
Irland - - The emerald’s island 68,883 0.923
Italy — - The Boot 38,161 0.887
Latvia “Fatherland and Freedom” - 26,031 0.830
Lithuania “Freedom, Unity, Prosperity” — 29,966 0.848
Luxembourg  “We wish to remain what we are” - The Country Steel 105,882 0.898
Malta “Virtute et constantia” - The honey island 37,899 0.856
United o . - Albionul
Kingdom ‘Dieu et mon droit - The land of hope and glory 42,609 0.909
- The land of tulipes
Netherlands “I will maintain” - The land of wind-mills 50,898 0.924
- The land of canalls
- The land of amber
Poland - - The Buropean Tiger 27,811 0.855
“This is my Beloved Ha - The land of three “F”’: Fado,
Portugal Motherlanj:i” o Fatima, Football 30,624 0.843
Romania - — 23,626 0.802
Slovakia — - The heart of Europe 30,632 0.845
Slovenia — - The sun side of Alpes 32,885 0.890
Spain “Plus Ultra” - The bull leather 36,310 0.892
- Moder Svea (Mother Sweden)
Sweden “For Sweden, with the times” - The Beautiful and Prosperous 49,175 0.913
Kingdom
Hungary “God bless the Hungarians” - The land of the Huns 26,681 0.836

Sources: World Heritage Encyclopedia, 2016; World Bank, 2016; United Nations Development Programme, 2016.

The national mottos and the country logos have the valency of codes that outline the definition

of national identities, the context in which the evaluation of these parameters is actually a coding of

the alterities. Indeed, each motto and country logo is a code that makes the country's structural and/or

functional significance essential. This codified semiotics provides the nationally served entities with

a triple identity: a semantic meaning, a syntactic meaning, and a pragmatic one (Wardhaugh, 2006).
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Table 2. Correspondence between identity and economic development and socio-human

development

1 motto and 2-3 logo 1 motto and/or 1 logo No motto/ no logo

Austria, Bulgaria,
Cyprus, Czech Rep.,

Belgium, Denmark, France,
United Kingdom, Netherlands,

Sweden Croatia, Estonia,
Finland, Greece,
Germany, Hungary,
Irland, Italy, Lithuania,
Latvia, Malta,
Luxembourg, Poland,
Portugal, Spain,
Slovakia, Slovenia
GDP/capita > 40,000 $ GDP/capita: 25,000 - 40,000 $ GDP/capita < 25,000
Belgium, Austria, Finland, Czech Rep., Cyprus, Estonia, Greece,
France, Germany, Lithuania, Latvia, Italy, Malta, Poland,
Denmark, Ireland, Portugal, Slovakia, Slovenia, Spain, Hungary
United Luxembourg
Kingdom,
Netherlands,
Sweden
HDI > 0.850 HDI: 0.800 - 0.850 HDI < 0.800
Belgium, Austria, Czech Cyprus,
Denmark, Rep., Estonia, Lithuania,
France, United Finland, Malta, Latvia,
Kingdom, Germany, Portugal,
Netherlands, Greece, Italy, Slovakia,
Sweden Irland, Spain, Hungary
Luxembourg,
Poland, Slovenia
Legend: - the most solid identity and most prominent development areas;

- predominantly well-identified spaces, but with different degrees of development;
- areas with a low (Romania) or medium (Bulgaria, Croatia) identity levels and the lowest
level of development.

Source: Author’s representation

Thus, the codes bring the stylized semantics of the factual realities that define the entity in

question: Finland's identity logo ("The Land of the Thousand Lakes") is a geographic code defining

the country's physical and territorial identity, while the Dutch national motto ("I'll support you") is a

clue that summarizes the civic-national beliefs of its inhabitants. The syntax of identity parameters

reveals the relationship between the encoded tokens; for example, the political symbols represented

by the stable monarchy and the irreproachable bicameral parliamentarism in the United Kingdom are

in perfect agreement with the British logo (the "Land of Hope and Glory") and the national motto

("God and my right"). From the point of view of pragmatic identity, the interpretation of the relation

between the semiotic categories used reveals in many situations the correlation of the semiotic-

identity elements with the existing reality (Netherlands - the "Country of Channels"), while others
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have a purely symbolic, almost mythical load (the Czech Republic - the "Country of Hundreds of
Castles", Denmark - "The Land of the Little Mermaid ").

3. Results

The phenomenon of national identification within E.U. is far more than the global average, but
the spatial distribution of semiotic identities marks, however, a polarized behavioural geography of
national identities (Table 1).

Thus, 6 of the 28 EU countries have more than one motto and/or more than one logo, which
gives them the best-consolidated identity on the continent: Belgium, Denmark, France, Great Britain,
the Netherlands, Sweden. Another 21 national spaces have an average level of identity: 8 states are
served by a single motto and logo, 4 have just a motto, and 9 states have only the logo. Some of these
are new states born of the First World War crucible (Finland, Ireland), others have an even more
recent identity (Cyprus, Croatia, Slovakia, Slovenia) and have not yet produced all the instruments of
the national identity panoply, but others have abandoned their identities on the path of recent history
for reasons of political exigencies.

Romania is in a similar situation. It is the only country in the EU which does not currently have
any of the two semiotic-identity parameters, which brings it to the position of the country with the
weakest visible identity in the Union! It is a somewhat strange thing since, until 1866, Romania had
the motto "All in One" and until the monarchical form of the government was replaced on December
30, 1947, the Kingdom of Romania had the national motto "Nihil Sine Deo" (Nothing without God),
cancelled by the communist republican regime installed at that time. After 1947, neither the
communist or post-communist authorities after 1989 have restored another official national motto.
This non-semantic and non-indigenous side has its relevance and tells a lot about the place and the
(in)effective capacity of the respective national community in European architecture.

In a similar way, Italy has established since its establishment as a modern state (1861) the motto:

"We remain together through understanding and religion", cancelled with the proclamation of
the republic by the referendum of 1946, without being later established another. However, the
so-called Italian Social Republic (with its capital at Sald), created with the support of Nazi
Germany between 1943-1945 after the temporary recovery of leader Benito Mussolini, made
his motto "For the Honor of Italy". Slovakia had until 1993, together with the Czech Republic
(within Czechoslovakia), the motto "The Truth Above All", which it renounced after
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independence on 1 January 1993, as a result of its maintenance by the Czech Republic, the
Slovak pro-Nazi state, which operated between 1939 and 1945, had its own "belief in ourselves
together". France's Vichy regime had the motto "Work, Family, Homeland". The Austro-
Hungarian Empire established its national paradigm "Indivisible and inseparable”, in which
Austria postulated that "Austria’s destiny is to lead the world." Prussia officially abolished
under the 1947 Peace Treaty, has until now given the motto "Everyone, His Majesty". Spain's
franchisee assigned the motto "One, Great and Free" and the Kingdom of Portugal until 1910:

"In the name of this sign (of the Cross), you will conquer.”

Also, Romania, Germany, Lithuania, and Latvia do not have a country logo. If the absence of
a country brand is somehow explainable for Lithuania and Latvia just a few years after their
independence, for Germany and Romania it is harder to explain. For Germany, the opinion of the
Germans themselves that say that Germany is simply Germany for everyone, and that is enough, can
be accepted. In the case of Romania, however, it seems that the few punctual lands that are known in
the world, such as Dracula, Ceausescu or Nadia Comaneci, are not enough to impress the perception
of collective memory to be given a country brand. The existence of an identity logo may seem to be
an irrelevant business in the end, but it essentially contributes to a stylized knowledge of a nation, its
maintenance in the perceptual field of the world with subliminal, non-quantifiable mathematical
consequences, but significant in terms of its imaginative acceptance in the global concert. For
Germany, which has enough other tangible strengths, perhaps this identity gap is a minor
inconvenience, instead for some countries that need stringent image and promotion capital such as
Romania, Lithuania or Latvia, the absence of a national nickname is a rebound imaging considerably
and denotes the reduced capacity of their anchoring in the international sensory field. It may be said
that it is preferable to be perceived anyway, whether positive or negative, rather than being received
in any way and not speaking at all about you.

The degree of identity consistency is directly correlated with the general level of economic and
socio-human development. Diluted identity means a low visibility, which in turn generates a low
credibility of the national project in the eyes of its own citizens, especially in the external arena. And
the cancelled or diminished confidence is the main premise not only of the socio-moral crisis that
haunts poorly identified nations but also of their poor socio-economic development.

The diagram outlined in Table 2 highlights the interdependent relationship between the
consistency of national identities and socio-economic development. Interpretation of correlation

reveals the existence of bivalent law, namely the symmetric interdependence between identity and
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development. Thus, the degree of socio-economic development of the E.U. is equivalent to or greater

than their identity consistency. Indeed, all 6 well-imprinted identity states are very well developed

(with over $ 40,000/capita and the HDI index above 0.850), and the weakest identified country

(Romania) is among the weakest in the Union. Of the others 21 states, 14 countries have an average

EU-wide development, 5 have a higher level of development, and 2 countries (Bulgaria and Croatia)

are the exception to the rule of law outlined above, i.e. they are fit a lower category of socio-economic

development than their identity standard. From the angle of this reasoning, three spatial identities-

development classes can be established in E.U. (colored in Table 2):

e the most solid identity and most prominent development areas include the six mentioned
countries (Belgium, Denmark, France, Great Britain, Netherlands, Sweden) (colored in green);

e predominantly well-identified spaces, but with different degrees of development. Some of
which are very well developed (Germany, Austria, Finland, Ireland, Luxembourg) and other
emerging ones in the E.U. (Czech Republic, Cyprus, Estonia, Greece, Lithuania, Latvia, Italy,
Malta, Poland, Portugal, Slovakia, Slovenia, Spain, Hungary) (colored in blue);

e the areas with a low to medium level identity and the lowest level of development in the Union:
Romania (colored in red) and the two exceptions to the aforementioned rule - Bulgaria and
Croatia (colored in pink).

Therefore, we can recognize the validity of the working hypothesis, according to which in the

E.U. there is a relative convergence of distribution of identity consistency and distribution of socio-

economic development. At the same time, however, we must admit that the mental map resulting

from the overlapping of the two magnitudes reveals the credibility of the community space and
therefore the territorial cohesion deficit revealed by the spatial configuration of the binomial identity
versus development. Basically, we're dealing with a situation where symmetry reveals an asymmetry.

Indeed, the symmetrical mapping of national identities in relation to the degree of development raises

and justifies assertions about an asymmetric, multi-speed, represented by the three categories of states

identified above.
4. Discussions and comments

The establishment of national entities in the international perceptual mind has varying levels of
depth, estimated by the recognized mottos and logos, which give the degree of identification of the

respective entities. In the E.U., ones of the best-depicted areas benefit from two logo; these spaces

are among the most visible and present states on the political, economic and socio-cultural life of the
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continent: Netherlands, Great Britain, France, Belgium, Sweden, Spain, Denmark, Portugal, Poland,
Estonia. We would not have expected to see countries such as Portugal, Poland or Estonia on the list
but have received a strong trust from the public opinion through the double labels as a result of
rigorous attitudes on the European and international arena. Poland is not only the largest state of the
"new Europe" ex-communist but also a solid outpost in the first line of the eastern periphery of the
United States and N.A.T.O. with a firm commitment to the Western socio-cultural space. With a
similar alignment, Estonia is also more fragile but defines its cultural identity, claiming its place in
the Scandinavian civilization space and not in the Baltic, as its neighbours, Latvia and Lithuania,
identify. Pettai and Kallas assert that, after gaining independence in 1991, the Estonian community
perceives its national identity as a northern country rather than a Baltic country. This detail of identity
imagery is responsible for creating a behavioural geography in which Estonia perceives a much leaner
alterity over the Scandinavian neighbours on the other Baltic coast (Sweden, Finland) in relation to
the gradient of alterity that is much higher than its sovereigns (Latvia and Lithuania) with which it is
only perceived by the rest of the world as being in a common identity matrix (Pettai and Kallas, 2009,
p. 110).

Unlike the national mottos associated predominantly with shared expectations and mobilizing
desires, identity logos present a wider palette of the area of extraction of attached brands, which is
natural given the spontaneous character of these brands as to the official character of the motto of
representation. The mind and perception of people always work much freer than the narrow templates
of official propaganda workshops.

Thus, free public imagination gave priority to identity marks that hyperbolise or paralyze some
factual facts that are otherwise certain: Belgium has defined its seat as a seat of the European
institutions through the pseudonym of "The Cockpit of Europe", and Portugal was originally attached
to the triple "F" so as to make the national passions one of the most definitive - "Country of the Three
F: Fado, Fatima, Football". Territorial-geographic styles make the most of the perceived national
brands: France - "Hexagon", Italy - "Boot", Slovakia - "Heart of Europe". Some of them have
legendary-metaphoric accents: Cyprus - "Aphrodite Island" or Czech Republic - "The Land of the
Hundred Castles". Other identity logos summarize traditional cultural and artistic elements: Spain -
"Bull Leather", Austria - "Waltz Country", Denmark - "The Kingdom of Hamlet". Some country
brands highlight traditional economic essentials: Luxembourg - "Steel Country", Bulgaria - "Country
of Roses", France - "Wine Country". The surprising economic development of recent years is also
suggestively illustrated in the case of Poland - "European Tiger" and Estonia - "Baltic Tiger". Some

of the country's crippled characters characterize certain traits of character perceived as representative
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for the psycho-cultural or psychosomatic cliché of the man there: Great Britain - "Albion" and
"Country of Hope and Glory". The historical identity element can become convergent with the
country logo by a proper syntactic-semantic juxtaposition in the situation of Greece - "The Cradle of
Democracy" or Hungary - "The Land of Huns", where the historical myth of origins had a strong
public resonance in the public-mental field. Indeed, Greece is recognized as the alma mater of the
current European civilization, and Hungary's status as the supposed descendant of those who at one
point managed to give a lesson to Europe (Huns) and then to noble aura resulting from the association
with Habsburgs, attributes on which it is possible to base many of the current permissive assessments
of the two countries, even in situations where other states would be subjected to more drastic
corrective measures. Thus, Greece was defeated by the defiant attitude of the economic crisis 0f 2008,
giving generously the financial subsidies needed to survive in the Eurozone, and then overlooked the
brazenness of financial claims to Germany as compensatory payments for the destruction during the
Second World War. In a similar manner, the European Union reacted quite moderately to the
authoritarian and anti-European spurt, self-declared illiberal, of the Hungarian government led by
Victor Orban.

Identity items such as mottoes and country logos summarize the panoply of states' soft power
resources: examples of good governance and self-government that bring welfare and internal social
peace, unconditional promotion of exemplary values (tolerance, property, freedoms, and rights civil,
etc.), the building of attractive social-cultural models. All these are instruments that attract external
attention and sympathy, charm and produce cultural affinities, attract new followers from different
geographical areas. Their coding through motto and logos catalyses their diffusion and enhances their
role as agents of a pedagogy of mimetism, both within the E.U. and the Globe. Many other entities
on the Globe will try to access Western stability by copying European models illustrated by the French
label promising "Freedom, Equality, Fraternity" or the German promise of "Unity, Justice, and
Freedom". Inside the United States, the newly integrated states of the East have been seduced by
Western welfare encoded by the Swedish "Beautiful and Prosperous Kingdom" or by the Anglo-
Saxon "Land of Hope and Glory". At the same time, in the competition between the new members of
the community club, new target models of the most competitive ones are born: "The European Tiger"
codifies the success of the integration of Poland and the "Baltic Tiger" identifies Estonia's successful
roadmap on its way from Gulag to the Western mirage. Practically, the two logos validate and
homologate the identity of the Polish and Estonian economic "miracle" of recent years.

The intensity and gradient of these empathic attitudes seem to be dependent on a certain

cultural-behavioural sphere, which is related to the acceptance of seductive patterns, but especially to
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their hinging. The Estonian "Baltic tiger" has gained stability and credibility through almost complete
mimetism of landmark clichés, while the inability to achieve welfare wished by Bulgaria or Romania

is highlighted by the lack of identity items to encode this.

Conclusions

The consistency of national identities across the European Union is well above the global
average, as well as the level of socio-human stability and economic development, as confirmed by
the indicators used (national motto, country logo, GDP / capita index and HDI). The phenomenon of
the preservation of national identities is due to a considerable extent to the premise of
intergovernmental management at the EU level, and the high degree of economic and social
development is due to the European managerial manner of European governance responsible for
achieving economic, social and territorial cohesion in the Union.

Identity versus development relationships shows symmetric interdependence between the two
sides, between which there is a relative territorial overlap. Nevertheless the symmetry of their
arrangement with each other maps out a community-wide asymmetry resulting from the spatial layout
of the binomial identity/development. The asymmetry in question materializes through a territorial
cohesion deficit and segregation of the community space, generating an asymmetric European Union
with several speeds of identity-developments: the most solid identity and most prominent area of "old
Europe" (Belgium, Denmark, France, Great Britain, the Netherlands and Sweden) is characterized by
a well-established identity status, surrounded by the rest of the community area of national spaces

with different levels of identity consistency and development.
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Bulgaria’s energy security in the context of energy dependence on the
import of oil products

Diana EFTIMOVA*

Abstract

Over the years Bulgaria has remained strongly dependent on its import of oil products mainly due to
the lack of oil resources on its territory. This import dependence poses a significant risk for the
country’s energy security. In this research we analyse Bulgaria’s energy security in terms of its
dependence on the import of oil products. For the purposes of this research on the energy dependence
we estimated the degree of Bulgaria’s dependence on the import of oil products it needs, as well as
the degree of import diversification in terms of the number of suppliers and the diversification index.
The results show an interesting trend — despite the large number of suppliers, the diversification index
remains at levels that pose high risk for the energy security of the country.

Keywords: Bulgaria’s energy security, energy, import dependence, diversification index, oil
products

Introduction

In recent years the issues of energy security and energy dependence have been subject to heated
debates due to their importance for the normal development and functioning of national economies.
It is an undeniable fact that in the twenty-first century the energy sec-tor affects both the everyday
lives of the ordinary people and the industry to such an extent that economies cannot exist without
such a sector. The importance of the energy sector makes all countries consider the issues of their
energy security and the reliability of their energy supply.

Bulgaria does not have significant sources of oil or natural gas in its territory. This is why it has
to meet its energy needs by importing energy from other countries. The continual import spins the
country in the spiral of energy dependence on the import of oil products, which negatively affects its
economy. The high dependence levels affect the overall economic stability of the country as well.

This research aims to determine the effects of the import of oil products and the degree of
diversification of energy supplies and suppliers for Bulgaria’s national economy by analysing the

factors that have negative effects on the energy security of the country.

*Diana EFTIMOVA is researcher at DA Tsenov Academy of Economics, Svishtov, Bulgaria, e-mail:
eftimova.diana@gmail.com.
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Bulgaria’s energy security in the context of energy dependence on the import of oil products

The structure of the research paper follows the logic which would reveal most completely
Bulgaria’s position in terms of the country’s energy dependence and security. To do this the author
had set the following goals:

e To define the term “energy security” (in Section 2);

e To define the methods that shall be used in this research (in Section 3);

e To survey the primary production (PP), the gross internal energy consumption (GIEC), the
export and the import of oil products (in Section 4);

e To analyse the empirical results from the survey (in Section 5);

e To provide specific concluding remarks based on the research results.

1. Literature review

1.1. Energy security context

The topic of national energy security has been the focus of attention of many scholars for quite
a while. Numerous research studies in this field have shown that it is a topical and complex issue of
indisputable importance. The importance of energy security for each country is different and depends
on the role of the state in the trade process (Miiller-Kraenner, 2007). Exporting countries consider
their energy security in terms of exporting their products on markets with good prices and minimal
risk exposures. Importing countries consider their energy security in terms of reliable supplies at
reasonable prices.

In his research Alhajji (5 November 2007) notes that governments often consider the energy
security concept only in terms of oil products. This fact is not surprising, because oil products are a
key resource for energy importers. This is why oil products have been a priority factor in defining
energy security policies for a long time. Besides, most of the energy security literature is concerned
exclusively with oil products (Fried and Trezise 1993; Stringer, 2008) since these products play the

most important role in the global economy and trade (Noreng, 2002).

1.2. Import dependence context

Energy dependence is usually considered the main factor that defines the level of risk for a

country’s energy security. Many authors relate energy security to energy dependence due to the

effect of this type of dependence on the security of the national economy. The research studies in
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this field were carried out using various research methods. Such an ex-ample is the research of
Nicholas M. Odhiambo (2014), who studied energy security in the context of developing
countries’ energy dependence using an Autoregressive Distributed-lag (ARDL) - bounds Testing
Approach. Kamonphorn Kanchanaa, Benjamin C. McLellan and Hironobu Unesak (2016)
analysed the international dimension of energy security by com-piling a composite energy
dependence indicator.

The core of this research is based on the model adopted by the International Energy Agency
(International Energy Agency, 2011) to evaluate energy security risks using a wide range of
indicators. Indicators of key importance are the energy dependence and the diversity of suppliers,
which is calculated using Herfindahl-Hirschman index, which is a measure of the concentration of
supply. Our research is based on the same methodology for calculating these two indicators in order

to determine their effect for Bulgaria’s energy security.

2. Research methodology

This research is focused mainly on Bulgaria’s dependence on the import of oil products and its
effect on the energy security of the country. The empirical analysis comprises two distinct stages - an
analysis of Bulgaria’s dependence on the import of oil products, followed by a study of the
diversification of suppliers and supplies. It aims to determine the degree of the country’s energy
dependence and import structure and their effect on Bulgaria’s energy dependence over a period of

ten years from 2005 to 2015.

Methods for evaluation of the energy dependency

Energy dependency is evaluated using the methodology adopted by Eurostat. It is based on the
ratio of the import of oil products to the gross inland consumption. This ratio shows the country’s
degree of dependency on imports to meet its inland consumption. The result is expressed as a
percentage that shows the share of import in the inland consumption and is calculated using the
following equation:

ID = (Import/GIEC) x 100
(1)
where:

ID is import dependence
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Imports — the volume of imported oil products

GIEC- Gross Inland Energy Consumption of Oil Products
Diversification index — methodology

In this part of the study we analysed the structure of import in terms of the existing
diversification of suppliers and supplies. The diversity of suppliers is calculated based on the number
of suppliers for the corresponding year. The diversity of supplies is calculated using the Herfindahl—
Hirschman index. This methodology is used by the International Energy Agency and is described in
a brochure for the MOSES model (Internatlonal Energy Agency 2011). The Herfindahl-Hirschman

index is a measure of the concentration of supply and the existence of monopolistic markets.

N

HH1=Zsi2

i=1
)
This index is calculated by squaring the market share of the import of each firm competing in

a market, and then summing the resulting numbers. Equation (2) can be expressed as:

HHI = s? + s5 + s% + -+ + 52
3)
where s is the market share of each firm.

There are two methods for calculating the market share and, respectively, for evaluating the
index. The first method calculates the market share of the companies as a whole number (a percentage
of the total market volume) and the squared percentage points are summed. When this method is used,
HHI may reach a maximum of 10 000 units. All values below 1000 units mean that the market is
highly diversified and a value of 10 000 means that there is a monopolistic market.

The second method uses market shares expressed as decimal fractions (rather than percentages)
and the index is the sum of their squares. In this case the index ranges between 0 and 1 (0< n <1),
where a value of 0 mean that the market is highly diversified and a value of 1 means that there is a
monopolistic market. The IEA categorizes the diversity of supplies based on the Herfindahl—
Hirschman index into three ranges: high diversity; medium diversity and low diversity (International

Energy Agency, 2011). According to this scale, all markets within the range of n<0.3 have high
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diversity of supplies; those within the range of 0.3< n <0.8 have medium diversity of supplies and
those with indices exceeding 0.8 have low diversity of supplies.

For our research we used the second method for calculating the Herfindahl-Hirschman index,
which calculates the index using squared decimal fractions. Diversification is assessed using the scale
adopted by the International Energy Agency (IEA). The results from the analyses of the import
dependence, the number of suppliers and the Herfindahl-Hirschman’s index show the effect of these

factors on Bulgaria’s energy security.

3. Characteristics of Bulgaria’s Primary Production, Gross Inland Energy Consumption,

Import and Export of Oil Products

This section provides a review of the organization of the oil market and the four main indicators
related to Bulgaria’s production, consumption, import, and export of oil products. The aim of this
review is to give us a general idea of the importance of oil products as an element of Bulgaria’s energy
mix. The indicators are reviewed in the following order: (1) primary production (PP) of oil products;
(2) gross inland energy consumption (GIEC); (3) import; (4) export. First, however, we should
consider the specific characteristics of the market for crude oil and oil products in Bulgaria.

Unlike the natural gas and electricity markets, the crude oil market in the country is fully
liberalized. The companies operating on it are not owned or controlled by the state-owned Bulgarian
Energy Holding (BEH).! Note that one of the biggest refineries on the Balkan Peninsula is located in
Bulgaria. According to information? from the Ministry of Energy it is controlled with a majority stake
by the Russian company Lukoil (Ministry of Energy 2015).

LUKOIL Bulgaria EOOD and LUKOIL Neftohim Burgas AD also operate on the territory of
the country. Both companies are owned by the Russian company Lukoil. LUKOIL Bulgaria EOOD,
which owns the Rosenets port terminal and a refinery, is the biggest company in Bulgaria. According
to information published by the company itself, its contribution to the state budget is % of the total
state budget revenue. The company is a major supplier and leader in the distribution of the fuels and

petrochemicals produced by LUKOIL Neftohim Burgas AD. The latter owns of a large chain of gas

! Bulgarian Energy Holding EAD is a holding company that owns companies specialized in production and transmission
of electricity; transmission, transit and storage of natural gas, and lignite extraction. The Holding Group of BEH EAD
holds a key position on the natural gas and electricity market in Bulgaria as well as in the region due to its export of
electricity. The company is 100% owned by the Bulgarian state and is the largest state-owned company in the country in
terms of own assets. Its ownership rights are vested in the Minister of Energy.

2 This information is part of the Annual Bulletin on the Status and Development of the Energy of the Republic of Bulgaria.
It is an official document disclosed pursuant to Art. 4, para. 2, item 17 of the Energy Act, which provides for the annual
publication of this Bulletin.
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stations on the territory of Bulgaria and has a large share of the market for fuels, petroleum products

and polymers both in Bulgaria and in the Central and Eastern European countries.

Other companies that operate on the oil and oil products market are:

e PETROL AD - a private company, which is the leader in the distribution of fuels in the country.
It owns more than 500 gas stations, 80 oil bases and three port terminals for petroleum products.

e PRISTA OIL AD - Bulgaria - the company is part of PRISTA OIL Group, which owns
subsidiaries all over Europe and deals with production, distribution, sale and marketing of oils,
greases, brake fluids and other oil products.

e NIS PETROL EOOD, owned by Neftena Industria Serbia (NIS) - one of the largest oil companies
in Southeastern Europe. Note that its majority shareholder (with a majority stake of 56.6% of its
equity) is the Russian company Gazprom Neft. In Bulgaria the company operates under the brand
"Gazprom" and owns a number of gas stations under the same brand (Ministy of Energy, 2016).

The market structure described above leads to the conclusion that the Russian Lukoil and its
affiliated companies are leaders on the oil market in Bulgaria. Russia is the country’s main supplier
of crude oil because of the technological characteristics of the existing refinery in Bulgaria and the
characteristics of the oil it processes. Note that the physical properties and the exact chemical
composition of the crude oil vary depending on the location of the deposits. Therefore, oil refiners
are adapted to a certain type of oil and must undergo certain technological modification in order to
process other types of oil.

The output of Bulgaria’s only refinery is essential for the energy security and stability of the
country because of its market orientation. Despite the relatively small quantities of oil extracted on
its territory, the country’s market orientation is towards export of processed oil products. The
uninterrupted supply of oil from Russia is essential for Bulgaria and its energy security. Its importance

for the country’s oil industry is analysed in the following sections.

3.1. Primary production of oil products
Bulgaria’s deposits of oil and natural gas are insignificant and this is why the volume of its

primary production of oil products is extremely low and cannot meet the demand for such products

(see Figure 1).
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Figure 1. Primary production of oil products in Bulgaria in the period 2005-2015 (in
thousand tonnes of oil equivalent (Ktoe))
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Source: Author’s representation using data from Eurostat database

During the period (2005 — 2015) there was a steady downward trend in the production of oil
products until 2011, followed in 2012 and 2013 by an increase that may be defined as insignificant,

because the total volume of production increased only to 27.3 Ktoe.

3.2. Gross inland energy consumption

Bulgaria’s inland consumption of oil products consists mainly of consumption of fuels. This is
why GIEC? remained high, fluctuating between 3 669 Ktoe and 4 956.3 Ktoe (see Figure 2) between
2005 and 2015. Consumption was decreasing until 2013, and then started to increase quite rapidly to
reach 3 879.5 Ktoe in 2014 and 4 200.8 Ktoe in 2015.

Figure 2. Gross Inland consumption of oil products in Bulgaria in the period 2005-2015. (in
thousand tonnes of oil equivalent (Ktoe))
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Source: Author’s representation using data from Eurostat database

3 GIEC — Gross Inland Energy Consumption
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The comparative analysis of GIEC and PP* for each year shows that the country relies heavily
on the import of oil products. The extremely low volumes of PP and the high levels of consumption
show extremely high levels of import dependence and corresponding levels of risk for the energy

security of the country.

3.3. Export

Export data show that the country exports large volumes of processed oil products (see Figure
3). Despite the low levels of primary production, the country specializes in the export of processed
oil products (mainly fuels). The difference between the PP volumes and the export volumes is

compensated with import of crude oil.

Figure 3. Bulgaria’s export of oil products in the period 2005-2015 (in thousand tonnes of
oil equivalent (Ktoe))
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Source: Author’s representation using data from Eurostat database

The export trend shows an increase in the exported quantities of oil products. The highest
volume was being reached in 2015 (4 481,2 Ktoe) and the lowest volume in the export values was
reported in 2005 (2605 Ktoe) and 2009 (3167.4 Ktoe). Despite this decline the trend remains growing.
The increasing in the export values in the case of Bulgaria is a prerequisite for increasing in the

quantities of the imports of oil products due to the low oil reserves.

3.4. Import

Taking into account the data for the PP, the GIEC and the export volumes, the volumes of import
are predictably high because they have to cover the difference between the PP on the one hand, and the

GIEC and the export of oil product, on the other. Imports peaked in 2015 at 8 732.3 Ktoe (see Figure 4).

4 PP — Primary Production

CES Working Papers | 2018 - volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY 105



Diana EFTIMOVA

Figure 4. Bulgaria’s import of oil products in the period 2005-2015 (in thousand tonnes of
oil equivalent (Ktoe))
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According to the reported data, imports declined in two of the years within the analysed period
—in 2005 (7548.1 Ktoe) and in 2011 (7 219.6 Ktoe.) The highest volume of imported oil products
(8 732.3 Ktoe) was reported in 2015. The analysis of the import volumes shows that there is a trend
of their increasing steadily over the period. Although rate of increase is categorized as moderate, the

level of import volumes poses a risk for the energy security of the country.
4. Empirical research results

This section presents the results from the empirical study. The analysis shows an interesting trend
in terms of the percentile import dependence and the directly proportional relation between the number

of suppliers of oil products and the diversification index. The results are shown in Table 1 below.

Table 1. Bulgaria’s Import Dependence, Number of Suppliers and Herfindahl-Hirschman’s
index for the period 2005-2015

Year Import Dependence Number of Suppliers Herfindahl-Hirschman Index
2005 159.8% 25 0.501
2006 175.4% 27 0.532
2007 182.4% 25 0.367
2008 180.9% 25 0.401
2009 179.9% 28 0.388
2010 195.5% 28 0.598
2011 196.8% 25 0.616
2012 207.0% 24 0.647
2013 235.2% 27 0.629
2014 204.1% 31 0.598
2015 207.9% 32 0.450

Source: Author’s own calculations using data from Eurostat (http://ec.europa.eu/eurostat/data/database), retrieved on
27 March 2017
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The results in the above table show that Bulgaria is highly dependent on its import of oil
products with dependence levels reaching values of over 235% over the consumption in 2013. On the
surface such large volumes of import may seem illogical and unjustified. However, they are justified
by Bulgaria’s orientation on the market of oil products. Despite its limited sources of oil, the country
imports large volumes of crude oil products which are processed and exported as fuels.

The curve of the import of oil products peaked in 2013 and then went down again (Figure 5.)
The increase of import dependence while the consumption is decreasing (Figure 5) is due to the

increase of the exported volumes of processed fuels.

Figure 5. Bulgaria’s dependence on the import of oil products (2005-2015)
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Although import dependence itself poses a risk for Bulgaria’s energy security, this risk can be
mitigated to levels that do not jeopardize the country’s economy by means of diversification of its
suppliers and supply. Note that these two terms are markedly different. From a theoretical point of
view, in the presence of a large number of suppliers, there will be an almost symmetrical distribution
of supply, which indicates a high diversity of supply. In this case, the risk has values that assign our
country to the group of the countries with low dependency on supplier countries.

There is another scenario as well, in which the number of suppliers is also large, but the bulk
of the import is concentrated in one or a few large importers and the other suppliers import
insignificant or supplementary volumes. In this scenario, the risk for the country's energy security
increases significantly. Depending on the degree of concentration of imports, the country can be
placed in a situation that makes it highly vulnerable to suppliers of oil products.

The result of the research show that the number of Bulgaria’s suppliers of oil products varies
between 24 (in 2012) and 32 (in 2015.) This means that the level of diversification of suppliers of oil

products is good. Therefore, the country’s risk exposure should be defined by analysing its import
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concentration, i.e. the diversification of supply. Bulgaria’s Herfindahl-Hirschman index varies
between 0.367 (in 2007) and 0.647 (in 2012.). According to the rating scale of the International
Energy Agency (Internatlonal Energy Agency 2011) these values rank as medium import
diversification. The closer to 1 are the values if the index, the greater is the exposure to energy security
risk of the country that imports the product. A high risk exposure means a higher dependence of the
country on its suppliers. In this respect Bulgaria’s risk exposure is relatively high, since about 77%
of its oil products are imported by one supplier - Russia.

The high concentration of supply in terms of a single major supplier is a prerequisite for
increasing both the energy and the economic risk for Bulgaria. Given the degree of energy dependence
on Russia and the fact that it is a major supplier of oil to the Bulgarian refinery, we may conclude
that our energy sector is highly vulnerable to external factors. Given the small quantities of oil
extracted in the country, the disruption of supply would have a negative impact on consumption as
well as the country's export of processed oil products. Accordingly, this would have a serious negative
impact on the country's economic stability.

The high dependence on imported oil increases Bulgaria's susceptibility to foreign political and
geopolitical pressure. The low degree of external resistance to such pressure poses serious risks for
the country and all sectors of its economy in terms of pressure for adoptions of policies that are not
in the best interest of the state. The pursuit of a policy contrary to the interests of the state is likely to
generate negative effects on the sustainable development of the country's economy.

The above analysis shows that energy dependence is one of the key factors for determining the
country's energy security and economic stability because the conditions of the energy sector affects
all other sectors of our economy. At high levels of energy dependence, the risk can be mitigated to
levels that do not jeopardize the country's energy security through diversification. Note that in order
to mitigate the energy risk we need not only diversification of the suppliers, but also diversification
of supplies. In some cases, as is the case with Bulgaria, the level of diversification of suppliers may
satisfactory, but the supply of a certain commodity may be concentrated in one or a few major
suppliers while the rest import insignificant or complementary quantities. Diversification of suppliers
is a misleading indicator because it may inadvertently conceal the presence of concentration of
supplies. This in turn generates a hidden risk for the country. Due to the fact that the latter may remain
covert, it may have a strong negative impact on the country's economy and its degree and importance

may prove to be serious.
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Conclusions

The research analysed the effects of energy dependence and import structure on Bulgaria’s
energy security. The dependence was determined by calculating the ratio of energy dependence on
the import of oil products to the consumption of such products in the period 2005 - 2015. Import
structure was analysed using the number of suppliers and the degree of diversification in terms of the
Herfindahl-Hirschman’s index.

The results of this research show that Bulgaria is heavily dependent on imports of oil products,
with the percentage of its dependence reaching levels that are twice as high as its consumption of
such products. There are two reasons for this situation — the lack of significant oil deposits on the
territory of the country and the fact that Bulgaria exports large amounts of the imported oil product
as processed fuels.

The analysis of the diversification of suppliers and the diversification of supply shows that
despite the large number of suppliers of oil products, the import structure is not diversified
sufficiently. This means that import is concentrated in one or a few large importers while the other
suppliers import insignificant or supplementary volumes of oil products. This import structure places
Bulgaria in a vulnerable position as it depends on just one main supplier, which poses a significant
risk for the energy security of the country. Taking into account the degree of dependence on the
import of oil products as well, we may conclude that Bulgaria is exposed to a significant energy
security risk in terms of its import of oil products — a situation that calls for a careful risk management

and re-considering of the import structure.

Acknowledgements: The results of this research were presented at the 1st SCIENVIR International
Conference “Scientific Convergence and Interdisciplinarity in EU Environmental Research”, in lasi

(Romania), on 15th — 17th of June, 2017 (http://scienvir.uaic.ro/).

References

Alhajji, A. (2007), What is energy security? Definitions and concepts, Middle East Economic Survey,
November, 50(45).

Fried, E. R. and Trezise, P. H. (1993), Oil Security: Retrospect and Prospect, Washington: D.C.: The

Brookings Institution.

CES Working Papers | 2018 - volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY 109



Diana EFTIMOVA

International Energy Agency (2011), The IEA Model of Short-term Energy Security (MOSES),

Primary Energy Sources and Secondary Fuels, Paris, France: International Energy Agency.

Kanchanaa, K., McLellana, B. and Unesaki, H. (2016), Energy dependence with an Asian twist?

Examining international energy relations in Southeast Asia, Energy Research & Social Science.

Ministy of Energy. (2015), Annual Bulletin on the Status and Development of the Energy of the
Republic of Bulgaria, Sofia: Ministy of Energy.

Ministy of Energy. (2016), Annual Bulletin on the Status and Development of the Energy of the
Republic of Bulgaria, Sofia: Ministy of Energy.

Miiller-Kraenner, S. (2007), Energy Security, London: Earthscan.
Noreng, 9. (2002), Crude Power: Politics and the Oil Market, London: 1.B. Tauris.

Odhiambo, N. M. (2014), Energy Dependence in Developing Countries: Does the Level of Income

Matter?, Springer, International Atlantic Economic Society.

Stringer, K. (2008), Energy security: applying a portfolio approach, Baltic Security, Vol. 10, pp. 121-
142.

110 CES Working Papers | 2018 - volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY



CES Working Papers — Volume X, Issue 1

Family farms from Romania Nord Vest Region in the context of the
rural sustainable development

Hoskeok EE L]

Maria MORTAN", Vincentiu VERES™, Leonina BACIU™*", Patricia RATIU

Abstract

This paper analyses the extent to which aspects contributing to sustainable development are
integrated at family farms level. The present research aims to inventory the state of family farms from
the Nord Vest development region’ from Romania, to see how they can contribute to the sustainable
development of the area. Another objective is to investigate the availability of the family farm to
develop and to identify the variables that can influence this desire, given its role in the existence of
the Romanian village. As it was noted from the literature review, family farms have different
characteristics from one country to another and even from one area to another, thus requiring
different approaches. The characteristics revealed at the level of family farms from the Nord Vest
Region outline a low economic viability, which indicates a low probability of economic development
in the absence of coherent policies to support them directly.

Keywords: family farms, sustainable rural development, economic viability, Nord-Vest Region
Introduction

The 2014 international family agriculture UN year, has given us the opportunity to reflect on
the status of family farming in the world and especially in Romania. The European Commission (EC)
statistics (2013) together with the statement of the European Commissioner for Agriculture and Rural
Development show that on a global level “family farms account for over 80% of farms, so there are
more than 500 million farms totally.

In the European Union (EU), family farms account for 95% out of total and "are the foundation
on which Europe has built its common agricultural policy. They continue to stay in the heart of
European agriculture as a generator of competitiveness, growth and jobs, dynamic and sustainable
rural economies "stated the European Commissioner at a conference (Matthews, 2013). Some

researchers (Graeub ef al., 2016) argue that family farms represent 98% of all farms and use about
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53% of the agricultural land and provide at least 53% of global agricultural production. The
differences are given by different statistics taken into consideration.

They have an economic role in terms of food security, but also a social role since they structure
rural areas. Also we cannot disregard the importance in the field of environmental protection.
Therefore, it can be noticed that family farming is linked to sustainable development, affecting all its
dimensions, no matter the name under which is found in different countries (agricultural family
exploitation, agricultural family farm, family farm, family agriculture, etc.) (Matthews, 2013).

Globally there are many types of family agriculture that vary from the subsistence farming to
the market-oriented, intensive, based on modern technologies one. This diversity of forms requires
different approaches. The definition of family farming is not unanimous and it has not been clearly
established statistically since differences exist both on a global and national level. Food and
Agriculture Organization of the United Nations (FAO), (2013, p.2) define family farm as the way of
organizing agricultural production, forestry, fishing, sheep breeding and aquaculture, which is
managed and run by a family, relying on family labor, including both women and men. Family and
farm are interconnected, co-evolve and combine the economic, ecological, social and cultural
functions (FAO, 2013, p.2).

These aspects create significant challenges in terms of projecting and developing policies
leading to sustainable development.

According to Statistical Office of the European Community (Eurostat, 2013), in the EU there
are 10.8 million farms (with the vast majority of these - 96.2% - classified as family farms) and the
average size of a farm is 14.2 hectares. In Europe, however there is a contrast in terms of farms
structure: on the one hand, there is a large number of very small farms, 6 million (50% of total), that
have an average of up to 2 ha and use only 2.5% of the total EU agricultural area, and, on the other
hand, there is a small number of relatively large size farms (2.7% of total), with an average surface
of 100 hectares, that use nearly half (50.2%) of the agricultural land in the EU-28. Almost one third
(31.5% or 3.9 mil. ha) of all farms from the EU are in Romania. Of the total of 10.4 million family
farms at EU-28 (2013), 34.5% are in Romania meaning over 3.58 million. These farms are
characterized as small sized. About 75% of Romanian farms have an average size of less than 2 ha.
The small size of farms together with the excessive fragmentation of land do not allow high yields
and, implicitly, economic performance.

The lack of regulations to protect and encourage family farms in Romania makes them
vulnerable to large domestic or foreign competitors both in terms of farm development and product

marketing.
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Therefore, the size of a viable economically family farm varies by region, manufacturing
strategy, the level of market integration, family structure, access to inputs, technology and
infrastructure, and by the employment opportunities existing beyond it. Hence, the interest many
researchers show to sustainability since it can help the development of many areas.

The concept of sustainability is extensively discussed in both literature and public debates. The
challenges that contemporary society must respond to require the consideration of all dimensions of
the sustainability.

The sustainable development term was first defined in 1987 by the "Our Common Future"
Brundtland Report, mentioning the three pillars of sustainable development process: economic,
environmental and social. After 1987 many definitions have occurred some researchers (Johnston et
al., 2007) estimating over 300 of them.

The analysis of different definitions of sustainability has led to note two things they all have in
common:

1. The idea of efficient and responsible use of resources;
2. The consideration of the three components of sustainability: economic, environmental and
social.

From the literature analysis (Axelsson ef al., 2013) and documents available on the subject it
was noticed that in 1995 the World Commission on Culture and Development makes its first reference
to the fourth component of sustainability: the cultural sustainability. Thus, Hawkes (2001) believes
that in present the four pillars of sustainability are:

e Economic viability: material prosperity;

e Responsibility towards the natural environment: ecological balance;
e Social Equity: justice, commitment, cohesion, social assistance;

e (Cultural Vitality: welfare, creativity, diversity and innovation.

The cultural dimension of sustainability has been addressed for long time as part of the social
sustainability and only in 2001 through the Universal Declaration on Cultural Diversity issued by
UNESCO has begun the process of adding culture as the fourth dimension of sustainability (Axelsson
et.al., 2013).

Therefore, sustainable development has become connected with any aspect of human life
(Gawel A., 2012), starting from sustainable cities and communities until sustainable agriculture,
sustainable institutions and organizations (Bell and Morse, 2008, p .5). We could say that sometimes

sustainable development seems an obligation rather than an option.
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In Romanian literature (Popa, 2006, p. 602) the concept of sustainability is seen as "the quality
of a human activity to take place without exhausting available resources and without destroying the
environment, thus without compromising the ability to meet the needs of future generations".

Often terms of sustainable development and durable development are considered synonymous.
In this paper, we will work with the concept of sustainable development, which we consider most
appropriate to explain the rural community development, meaning the development at individual,
community level. This view is accepted by several Romanian researchers (Catrina, 2008; Ganescu,
2012; Marginean, 2004), considering sustainability characteristics (the resources and their ability to
support the development) as being included in its definition.

For a system to be sustainable all its subsystem components must be sustainable. So all four
components are important when it comes to sustainable development, even if sometimes a greater
importance is attached to one of them. They are interconnected, interrelated and mutually reinforce
one each other (Dogliotti, et al., 2014). In the context of sustainable development, the agriculture-
environment relationship must be seen in terms of efficiency and effectiveness on a long run. The
environmental damage made by current conventional farming practices are multiple: biodiversity
damage; pollution of surface and groundwater; increased emissions of greenhouse gases; soil
pollution, leading to diminishing its production potential and not at least to the abandonment of some
land surfaces (van der Werf, 1996; van der Werf and Petit, 2002; Horrigan et al., 2002).

The organization and use of resources at farm level should take into account not only the
economic side of sustainability but also the environmental impact.

Family farms are designed to support all four dimensions of sustainability. They undergo great
economic, political, social and environmental changes, which force them to adopt innovative
strategies to remain economically sustainable (Matthews, 2013). The global context in which the
family farms activate is not a very favorable one, so their number has declined steadily in the EU
reaching an annual rate of decline of 4% during years 2005-2010 (Suess-Reyes and Fuetsch, 2016)
while facing an increase in the average size of 4%, indicating a trend towards larger entities (EC
2013). Family farms are the predominant type of business in agriculture and represent a distinct family
business in multiple ways:

e They resist due to long-term orientation of economic activity. The family farm has certain
traditions and its primary objective is passing the business to the next generation, the succession

(Gasson and Errington, 1993);

114 CES Working Papers | 2018 - volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY



Family farms from Romania Nord-Vest Region in the context of the rural sustainable development

e Several generations work together and take decisions related to business. There are few areas
where interdependence between activities and household are as noticeable as in agriculture
(Heady, 1952);

e These businesses are characterized by the flexibility of working hours and the ability to change
responsibilities among family members, which allows them to adapt to change;

e Descendants are familiarized since childhood with the activities and they often attach intense to
them as production facilities and family life are usually in the same location (Dumas et al.,
1995).

The characteristics of this type of business have also been noticed by Suess-Reyes and Fuetsch (2016).

1. Methods

The analysis of the literature in the field makes us look at the family farm sustainability in
various ways and makes us want to see to what extent it can contribute to the sustainable development
of the area in which is located. The existing studies have approached agriculture from different
perspectives: sustainability in agriculture (Darnhofer et al., 2010), innovative production systems in
agriculture (Le Gal ef al., 2011), family business succession (Bonak et al., 2010). Relevant in this
respect is the work of Suess-Reyes and Fuetsch (2016) which establishes a link between the
innovative strategies used by family farms, the sustainability strategies and the family business
succession. We want to see to what extent the aspects contributing to sustainable development are
integrated at the level of family farms. Therefore, the present research aims to inventory the state of
family farms from the Nord Vest Region of development from Romania, to see how they can
contribute to the sustainable development of the area.

Another objective of this paper is to investigate the availability of the family farm to develop
and to identify the variables that can influence this desire, given its role in the existence of the
Romanian village. As it was noted from the literature review, family farms have different
characteristics from one country to another and even from one area to another, requiring thus different
approaches.

To reach the objectives of this research we have first analyzed the scientific literature in the
field focusing on studies, surveys, reports, statistics and publications that help us get an insight into
the scale and importance of the analyzed topic.

This study is made based on a quantitative research where questionnaires were used. The

questionnaires were administered with the help of students of the Agricultural and Environment
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Economy study program from the Babes-Bolyai University of Cluj-Napoca during the period of June-
July 2016.

The questionnaires were administered directly into the Nord Vest Region due to the
accessibility of conducting a field survey (the availability of farm owners to participate in this study,
the access itself to the researched area and the support of local authorities in achieving the research).

Nord Vest Region has an area of 34160 square kilometers, representing 14.3% of Romania's
territory, thus ranking 4th at the national level, and 29th out of the 273 regions of the EU. It consists
of six counties: Bihor (BH), Bistrita-Nasaud (BN), Cluj (CJ), Maramures (MM), Satu Mare (SM) and
Salaj (SJ).

The rural territory of the region covers 29285.93 square kilometers, representing 85.73% of the
total area. Municipalities in the region are of varied size, with an average population of 3,060
inhabitants. The largest commune is Floresti (Cluj county) with 22813 inhabitants, and the smallest
one is Ploscos (Cluj county) with 702 inhabitants.

The situation of the counties of the Nord Vest Region from a demographic point of view is

shown in the table below.

Table 1. Population and number of rural localities in the counties of the Nord Vest Region

Romania NordVest gy BN CJ] MM SM SJ
Region

Total 21354396  2711.016 592242 316834 689.517 509.163 363.040 240.220
population
Rural 0627243 1270839 295596 197.832 234.830 209.848 191.728 141.005
population
Number of 13.427 1911 458 249 434 247 234 289
villages

Source: National Statistical Institute, Tempo Online Database, 2011

According to the National Rural Development Plan 2014-2020 (NRDP 2014-2020), in the
2002-2011 period, at regional level, a constant percentage increase of the elderly population (60 years
and over) is observed, from 18.3% to 21.1%, a trend that was also observed at the level of all counties.
The trend persists in both rural and urban areas. On the same time interval, there is a drop in the
percentage of young people (0-14 years) from 18.1% in 2002 to 16.1% in 2011.

The tendency is also recorded at the level of the counties, yet the decrease in young people
share is more pronounced in rural areas. An average of 46.9% of the Nord Vest Region is rural
population with a diverse ethnic structure (Romanians 75%, Hungarians 19.3%, Roma 3.5%,

Ukrainians 1.3%, others 0.9%).

116 CES Working Papers | 2018 - volume X(1) | wwww.ceswp.uaic.ro | ISSN: 2067 - 7693 | CC BY



Family farms from Romania Nord-Vest Region in the context of the rural sustainable development

The road network in the region has an upgrade rate of 27.2% (NRDP 2014-2020). The total
length of the simple drinking water distribution networking the Region was 10458.7 km in 2011,
representing 15.8% of the national network. In the Nord Vest Region all urban areas are supplied
with water, with a national average of 99%. Regarding the rural area 82.63% of the localities have a
distribution network being above the national average of 69.47%. The number of localities connected
to the public sewerage system in the Nord Vest Region was 130 in 2011, of which 41 were localities
located in the urban area. Less than half of households have access to internet from a home network,
most of them focusing on urban areas.

The relevant macroeconomic indicators place the Nord Vest Region on the third place
nationwide in terms of GDP and Gross Added Value but with values below the national average for
labor productivity and GDP per capita at a large distance from the European Union average.

Representing 14.3% of the country's territory and 12.92% of the total population, the Nord Vest
Region has contributed with 11.32% to the formation of the national GDP. The economy of the Nord
Vest Region is mainly based on the tertiary sector (with a high share of trade) and industry (especially
manufacturing), with the agricultural sector declining. The GDP per capita is 5200 euro (in nominal
terms), but 10.3% below the national average (NRDP 2014-2020).

The educational infrastructure at the Region level comprises 819 schools, 209 high schools and
12 vocational schools, most of them in the urban area. The sanitary units are represented by 61
hospitals and which are mainly located in the urban area. Social services are almost non-existent.

The Nord Vest Region comprises several biogeographical regions: Panonic, Alpine and
Continental and 22.04% of the region's territory is declared a Natura 2000 site, a percentage close to
the European average (PDR 2014 2020.pdf).

From the point of view of the number of protected natural areas of national interest, Bihor
county is best represented with 64 such areas, at the opposite side being Satu Mare county with 7. If
relating to the surface of the protected areas of national interest, the largest such areas are in
Maramures county (60% of the total area of the county), while in Salaj county their proportion is
almost insignificant.

As far as the use of land is concerned, the agricultural land covers over 2 million hectares
(61.3% of the total area of the Nord Vest Region), and the forest fund is 1.03 million hectares (30.2%

of total). At the same time there is an area of about 50000 hectares of water.
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Table 2. Land use in the Nord-Vest Region (square kilometers)
Nord Vest Region BH BN CJ MM SM SJ

Total surface, out of which: 34.159 7.544 5.355 6.674 6.304 4.418 3.864
-agricultural 20923 4993 2989 4246 3.112 3.175 2.408
-forests 10329 1.949 1911 1.702 2.892 809 1.066
-water 510 136 75 89 56 96 58
-other surface 2398 466 380 637 244 339 332

Source: INS Tempo Online 2011

Agricultural land areas are increasingly affected by different degradation processes, whether
the ones induced by anthropogenic activity or by natural phenomena. The degraded and unproductive
land amounts to 107,504 ha in 2011, up to 12% compared to 2005 (96,050 ha), 21.6% of the country
total, surpassing all other regions.

According to statistics (INS, 2014) in the Nord-Vest Region, there are 498.000 farms almost
entirely family farms.

There were investigated 94 family farms, their dimension being conditioned by the available
human, financial and time resources.

The questionnaire comprised questions regarding the resources of the family farm: (land,
livestock, labor and technical facilities), the family farms desire to develop, the awareness on the
existing funding sources for the farm and questions of identification and characterization of the
owner.

The present study is based on the RBV theory (resource-based-view theory). According to the
theory the available resources and their processing possibility differ from farm to farm, which can be
a force generating competitive advantage in the market (Barney, 1991). The resource-based theory
gives a clear explanation of the difference between farms. The competitive advantage can be achieved
through the use of resources that cannot be purchased on the market, relevant to our research. Family
farms have rare resources, that cannot be imitated or substituted and therefore they must ensure the
preservation, reproduction and development of these unique resources. Conducting any business
involves identifying those resources that may become a force generating competitive advantage. In
the present study we started from a number of assumptions investigated by other studies (Darnhofer
et al., 2010; Graeub et al., 2016; Medina, ef al. 2015; Suess-Reyes and Fuetsch, 2016,) and we have
formulated the following hypotheses:

1. The advanced age of the owner of family farm leads to a reduced desire to develop the entity.
2. The education level of the owner of the family farm determines the willingness to develop the
farm.

3. There is a link between farm size and the desire to develop the farm.
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4. There is a link between the family farm technical equipment and the desire to develop the farm.
5. There is a link between the information on available funding sources and the desire to develop
the farm.

2. Results

The characteristics drawn from the analysis of collected data show that it is the case of family

farms managed by older people with an average age of 63 years, mostly men (67% of total).

Table 3. Distribution of family farms owners by age and gender

Age category 31-40 41-50 51-60 61-70 71-80 >81 Total
Persons 4 10 20 37 20 3 94
Male/Female 3|1 9[1 128 289 8[12 3]0  63]31

Source: authors’ elaboration

Regarding the education level of the farm owner, we are dealing predominantly with people

with a low education level (middle school).

Table 4. The distribution of family farms owners according to the level of education

Education level Primary Secondary High school High education Total
Persons 23 52 15 4 94

Source: authors’ elaboration

The production structure of the investigated family farms is the following: 88.3% have a mixed
production and 11.7% have a vegetable production, which shows an integration of the production on
most investigated farms. Even though their range regarding size is between 0.04 ha and 72 ha, the
average family farm size is 5.33 ha. Concerning livestock and poultry, we could note that in general
each holding owns 2-3 species but a small number of animals per species. This confirms their
subsistence rather than market orientation character.

From the perspective of livestock, it has been noticed that on average a farm owns 2.97 LSU

(Live Stock Units), with large differences from one to another, as it can be seen in Table 5.
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Table 5. Family farm distribution after LSU

Livestock unit (LSU) Number of farms Percent (%)
They do not own LSU 5 5,31
Under 1 35 37,23
1to3 24 25,53
3to10 28 29,78
Over 10 2 2,15

Source: authors’ elaboration

The reduced number of LSU shows the subsistence character of the family farms in the
investigated area, even if it is above the national average of 1.41LSU / farm (NDRP 2014-2020,
2016).

Referring to the cultivated areas, it has been noticed that the main crops are the ones of corn
and small vegetable designed to ensure own consumption. In some farms there are also pastures in
order to support sheep and goat farming, together with small areas of vineyards and orchards. The

structure of the investigated family farms by size classes is shown in table no.6.

Table 6. Family farms distribution according to the agricultural used surface

Size class (Ha) Number of farms Percent(%)
Under 1 ha 14 14,89
1to2ha 29 30,85
2to5Sha 22 23,40
5to 10 ha 17 18,08
Over 10 ha 12 12,78

Source: authors’ elaboration

The subsistence character of the analyzed family farms is also confirmed by the fact that 63.8%
of them do not market products, thus they produce only for self-consumption. This feature makes
them unviable from an economic point of view and jeopardize the succession of the business even
where it would be possible from a socio-demographic point of view.

In terms of social aspects and labor resource is was found that a farm has an average of 3.5
members, of which 2.5 people working on the farm. As the foreign labor resource is concerned there
is an average of 0.38 people, mostly laborers that work in the farm for a very short period (usually
one day). Expressed in work units, the resource available at farm level has an average of 2.58 AWU
(Annual Work Units) at an average size of 5.33 ha and 2.9 held LSU. At national level, according to
the National Plan of Rural Development (NPRD) 2014-2020 (2016), the situation is similar, ie 1.9
persons / farm (3.4 ha), which represents only 0.4 AWU.
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Regarding the availability of technical equipment we have noticed that 59.5% of farms we have
investigated owe tools and agricultural machinery (tractors, seed, lawn mowers, etc.), which is a
paradox relating to the actual worked surface. These facilities are underutilized due to the reduced
size of the family farms and the lack of willingness to provide agricultural services to other farms.
Most of the investigated farmers use their technical equipment only for their own activities. This type
of management is not based on the principles of efficiency.

This damaging habit of owning the entire set of agricultural tools and machineries could be
removed if association and cooperation in agriculture is taken into consideration.

What is specific to the investigated family farms is that they carry out farming activities only
on their private land (98% of total), despite the fact that in the Nord-Vest Region there are large areas
of land that is not used.

The entire socio-economic context of recent years has determined these family farms not to
grow. The promoted policies must take into account both their productive characteristics and the
socio-cultural characteristics, with consideration of the environmental impact.

Of the total family farms investigated, only 23 have developed over the last 5 years,
representing 24.46%. For development, family farms have mainly used their own funds (73.91%) and
have purchased either land or machinery and livestock. Of those that have developed over the past 5
years, 26.09% have used European funds, mainly for the purpose of purchasing agricultural
machinery.

Data analysis confirms Hypothesis 1 according to which the advanced age of the owner of
family farm leads to a reduced desire to develop the entity (the correlation coefficient has the value
of - 0.35). It has been observed that once owners of family farms are aging they lose their interest in
developing the farms. This is considered to be also influenced by the impossibility of ensuring the
business succession. As it results from both data presented by the NPRD and from the authors
research there is an aging population in rural areas, as the following data shows: under 15 years 16,1%
at regional level (15.6% at national level); between 15-64 years 62.8% (68.7% at national level); over
64 years 21.1% (15.7%at national level).

From the point of view of the influence that farms owner training level has on the desire to
develop it, the authors have expected to find at least a direct link of an average intensity. The results
are partially confirming the direct link between the two variables (working hypothesis 2), but its
intensity is reduced (correlation coefficient 0.15). A possible explanation could be the large number
of farm owners with a low level of training (79.79%). Farms development up to present is influenced

by the level of training (correlation coefficient 0.40), but the desire to further develop the activities is
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strongly influenced by the farm owners age. As a consequence, the level of training is not a
determining factor in the decision to develop the farm considering farms owners advanced age,
depending most likely on the possibility of ensuring succession.

There is a reduced number of persons with high-school education (20.21%), fact that puts its
mark on the way activities are managed. The situation at national level is similar in this respect, ie
19% of the rural population has an average level of education and over, and only 38.5% of the rural
population has only primary studies (NRDP 2014-2020, 2016). Here adds the much higher school
dropout rate in urban than rural areas (5.3% according to NRDP 2014-2020, 2016). Perspectives are
not good considering the total number of agricultural high school graduates was below 1% of the total
number of national high school graduates. It can also be included the low attractiveness of the
agricultural sector and the early stage in lifelong learning, which will influence the level of training
of future farm managers.

The family farms owners level of training is a form of intellectual capital that influence,
according to studies (Cavicchioli et a/, 2015; Kimhi et Nachlieli; 2001, Mishra et El-Osta, 2008;
Stiglbauer and Weiss, 2000; Suess-Reyes and Fuetsch, 2016), the chances of the family farm
succession. These aspects influence the level of development of the social pillar of sustainable
development. There is a lower social inclusion rate of the rural population compared to other rural
areas from Europe and in relation to the urban population. 71% of the population exposed to poverty
and social exclusion lives in rural areas (NRDP 2014-2020, 2016).

Analyzing the structure of the family work resource from the investigated family farms it was
noticed the absence of a potential successor in most cases (59%). The bleak prospect of family farms
succession makes the current owners unwilling to develop them. This will lead to the depopulation
of the Romanian rural environment and the disappearance of many family farms.

This phenomenon will result in even larger areas of unused land, unused machinery and the
disappearance of a lifestyle. The developed states from Europe have already faced this phenomenon
and are making considerable efforts to revitalize the rural environment.

The development policy promoted in this field should consider how to promote succession and
support the development of these entities. In present, the only programs that aim supporting
succession are "Installation of young farmers", sub-measure 6.1 of the NRDP and "Support for the
development of small farms", sub-measure 6.3. The existence of these programs is not sufficient to
ensure succession this depending on the size and effectiveness of family, as shown by studies

conducted in several states (see Suess-Reyes and Fuetsch, 2016).
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As Hypotheses 3 is concerned, the low value of the correlation coefficient (0.23) shows that
there is a weak link between the level of technical equipment of the family farms and their desire to
develop. This can be explained, in our opinion, by the motivation that led to the decision to purchase
the equipment: the independence in carrying out agricultural activities and not the further
development of the farm. Also, the low level of training has put its mark on this investment decision,
which influences the economic performance of the family farm.

The existence of technical endowments could allow the development of activities by renting
uncultivated surfaces. Increasing farm size would improve the financial situation and implicitly the
chances for succession. A decisive role for the Romanian agriculture is played by the phenomenon
of severe land fragmentation. Consequently, the increase of the family farm dimension must be
correlated with the increase of the work plot size, improving the efficiency of using the existing
technical facilities.

Concerning the 4th working hypothesis, the data obtained show a weak link (correlation
coefficient 0.20) between the size of the farm and the desire of currents owners to develop it. A
possible explanation for this situation could be due to the high proportion of older owners who have
no prospects of succession. It can also be added the lack of economic efficiency, which limits the
possibilities and the desire for development.

We believe that an important role in this regard is played by the way in which the agricultural
activities are credited. The absence of an agricultural bank makes access to financial resources more
difficult for current owners and also negatively affects the succession. As other studies show
(Lonborg et Rasmussen, 2014, Medina G., et al., 2015), family farms suffer from an acute shortage
of financial capital while investment is conditioned by the existence of own financial funds,
governmental ones, or by funds obtained from activities outside them (World Bank 2007). The
difficulty of farms development is also negatively influenced by the rural poverty rate, which,
according to the NRDP, amounts to 47.4% of the total population and the GDP / capita in the rural
area represents one third of the EU average.

We have noticed that the viability and development of family farms, in addition to existing
facilities, are also conditioned by other contextual variables, among which we mention the promoted
agricultural policies and the access to infrastructure (roads, electricity and irrigation).

According to NRDP (2016), the situation of the indicators of socio-economic development of
the rural environment is the following: the quality of the roads is deficient, only 7% of the total
communal roads have been upgraded by 2013; the access to the drinking water network of rural

localities amounts to 70.29%, and to the sewerage network only 21.53%. Basic services do not meet
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the needs of the rural population, which has a negative impact on the economic development of rural

areas. Also, the educational infrastructure is poorly developed in rural areas both in terms of the

number of schools and access to culture, which has led to the fact that less than 33% of the rural
population has used the computer at least once.

Of total investigated family farms about 55% are aware of the possibility of business
development using European Structural Funds. However there is a link of low intensity (a correlation
coefficient of 0.38) between the level of information on the available funding sources and the
willingness to develop the farm.

From 52 farms owners that detain information on European Structural Funds, 44% (23 people)
want to develop their farms appealing to them. This reluctance comes from the lack of understanding
the financing mechanism, the high bureaucracy, lack of trust in the implementing bodies and the lack
of funds required for co finance.

The lack of interest in developing family farms using this funding source can be diminished by
better information on their usefulness and opportunity, as well as by providing direct support in the
form of consultancy.

Regarding the environmental protection according to the NRDP and PDR NV 2014-2020, the
existence of the subsistence and semi-subsistence family farms produces a number of positive and
negative effects:

Positive effects:

e Allows the maintenance of a high level of biodiversity;

e Allows the existence of a diversity of habitats and ecosystems, forests and valuable agricultural
landscapes;

e Natural and semi-natural ecosystems account for 47% of the national territory;

e There are 300,000 ha of virgin forests in Romania and 30% of Europe's large carnivores’
population;

e GHG emissions from agriculture are reduced compared to other EU Member States.

Negative effects:

e The abandonment of agricultural activities and inappropriate agricultural practices that have
appeared due to the lack of specialized knowledge or limited financial resources have caused the
emergence or accentuation of the soil erosion phenomenon.

e A number of agricultural surfaces have been affected by the misuse of chemical fertilizers and
pesticides, as well as by the inadequate mechanical work resulting in the degradation of the

primary environmental components (soil and water).
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e The diminution of some agricultural activities, such as growing livestock in stables, has led to
the abandonment of 15% of the permanent grassland areas, along with their degradation by the
appearance of some invasive species.

e Due to the replacement of domestic breeds with more productive or easier to maintain ones, the
number of domestic breeds is decreasing, endangering their existence. The cause of this
phenomenon is, among other things, the neglecting of the research sector in the field.

Regarding the cultural pillar of sustainable development, it is characterized by a rich cultural
heritage, but insufficiently capitalized. The rural environment has a huge potential in terms of
lifestyle, rural architecture, customs and traditions, local gastronomy, popular port and crafts. The
full potential of cultural heritage to contribute to sustainable development can be harnessed by
integrating their preservation into local decision-making policies and processes.

The Nord Vest Region of Romania is characterized by an extremely diverse cultural potential
due to the ethnic diversity of the population. Decisions adopted at different levels should take into

account the development of infrastructure designed to preserve and promote them.

Conclusions

The characteristics revealed at the level of family farms from the Nord-Vest Region outline a
low economic viability, which indicates a low probability of economic development in the absence
of coherent policies to directly support them. Family farms’ lack of economic viability determines
low levels of sustainable rural development. Medina G., (2015) argues that rural development
paradigms today refer to the concept of pluriactivity, non-agricultural income and access to market
niches.

At the same, time the economic sustainability of the farms, which is given mainly by their small
size influence succession in ownership. According to the work of Suess-Reyes J. and Fuetsch E.,
(2016), and analyzing 53 articles that approach family farm issues it has been noticed the influence
family farm size has on succession and thus on sustainable development. Unfortunately, in the case
of the analyzed family farms from the Nord Vest Region it is our belief that if succession is not
ensured, most of the farms will disappear.

Their disappearance conditions the existence of life itself in rural areas. A similar aspect can
also be noticed regarding the social dimension of the rural development. The aging and reduced
population rises questions regarding the existence of the family farms. This situation is reinforced by

the national support policies (closing schools in rural areas, the ones with an agricultural profile).
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Culturally, these socio-demographic characteristics can be an asset in the development and
transmission of customs and traditions. The existence of family farming has a lower impact on the
environment and therefore the support of family farms enables the sustainable development from an
ecological perspective.

The performed analysis enables us to state that the sustainable rural development in the case of
the investigated area has its start point in the economic viability of the family farm. This determines

the social, ecological and cultural sustainability.
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Abstract

Religious tourism represents an important segment of the present Romanian tourism market, with
monasteries being constantly well ranked in the preferences of foreign or domestic visitors. Every
vear the number of religious tourists and pilgrims in Romania is increasing, as well as the number of
religious events. In this context, religious destinations try to adapt to a dual orientation of the visitors’
interests and practices: cultural tourism and pilgrimage.

This study aims to identify patterns in the strategies aiming to attract pilgrims and/or tourists, in
reaction to an increasing national and regional competition. By mapping the results, specific spatial
structures were identified, in relation with this dichotomy of practices and communication strategies.
Major pilgrimage destinations demonstrate a remarkable adaptability of the experiences and services
provided to tourists, while famous cultural and religious destinations tend to delocalise their
marketing strategies towards regional and national institutions and tourism agencies.

Keywords: religious tourism, pilgrimage, marketing strategy, Romania
Introduction

Cultural tourism represents an important segment of the present Romanian tourism market,
dominating the preferences of the foreign tourists visiting Romania (Vana and Malanescu, 2016).
According to the Master Plan for the development of National Tourism 2007 — 2026 (RMRDT, 2007),
cultural routes were the most appreciated tourism packages by the foreigners who visited Romania in
the first part of the 2000’s, overranking traditional health tourism destinations, the Danube Delta,
cruises on the Black Sea, city breaks and the Black Sea coast. Cultural tourism attracted mostly
German, Austrian, French, Spanish, British and Italian visitors with an average age over 55 years,

and their interest was generally focused on the UNESCO labelled sites. Therefore, the clusters of
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monasteries located in famous Romanian tourism regions and representing twenty four of the thirty
three UNESCO heritage destinations in Romania, are almost always included in the itineraries
proposed to foreign visitors.

The number of cultural - religious tourists has constantly increased in Romania, as well as the
number of pilgrims, religious destinations and events. Very often, tourists and pilgrims share the same
tourism products: churches, monasteries and/or religious itineraries. This trend was sustained by a
general orientation of cultural tourism and tourists towards tradition and authenticity, simultaneously
with an increasing popularity of pilgrimage and pilgrimage sites and an increasing number of
churches. Or most of the famous religious-cultural attractions are situated in the most important
ethnographical tourism regions (eight in Nord-Eastern Romania, seven in Transylvania, eight at North
(in the Maramures region) with strong identities and well preserved heritage. Beyond their high
cultural value, some of these churches (especially the ones in Northern Moldavia) are traditional
pilgrimage sites.

Furthermore, the general popularity of places of worship increased, a fact reflected by a general
growth in the number of churches and monasteries (between 2006 and 2013 the number of
monasteries went up from 519 to 647). Some of these places tend to develop a pilgrimage orientation,
which sustains their visibility, while others tend to develop a cultural tourism orientation. Although
the two approaches do not exclude each other, different approaches in promoting strategies are
required.

In this context, dual territorial and marketing strategies are adopted by different religious
destinations, in their efforts to consolidate a traditional, local social function, but also to adapt to a
dual orientation of the visitors’ interests and practices, related to cultural tourism and pilgrimage.
Additional local, regional or national actors with different levels of power and benefits sometimes
get involved in these strategies, differentiating the evolution of places with similar cultural or tourism

value.

1. Religious tourism and pilgrimage — between conceptual confusion and practical overlapping

The positioning of pilgrimage in the modern classifications seems one of Gordian Knots of
tourism studies in the beginning of XXI* century. Confusion, inclusion, association or dissociation
successively or simultaneously characterized the relation between pilgrimage and religious tourism
in the scientific literature. But what really represent these two terms (pilgrimage and religious

tourism) and how do they interact?
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Technically, pilgrimage means a ritual displacement to a holy or committed place (Brunet,
1992) and it can exist at three different levels — local/regional, national and international. The
typically holy place is a spiritual building (church, synagogue, mosque, or temple), somehow related
to significant moments in the life of a religious personality (born, death, critical decisions), but
sometimes it can be just a ruin, a spot, an entire region or a natural element. Spiritually, pilgrimage
is seen as a self-searching journey, a moral purification or even a personal achievement, all these
three meanings having different proportion according to the believer’s personal scale. The pilgrimage
is a geographical and social separation from the mundane (Carasco, 1996).

We witness today a significant growth of the pilgrimage phenomenon in the whole world,
strongly supported by the development of the travel system which reduced the difficulties for the
people living on different continents, sharing the same religion, to reach the pilgrimage sites (Reader,
2007). We can affirm that, according to the above definition, pilgrims practice a form of tourism,
because they fit in the international definition of tourists given by the WTO: travelling to and staying
in places outside their usual environment for not more than one consecutive year for leisure, business
and other purposes (UNWTO, 1995). But the question is: if the pilgrimage is a form of tourism, is
this a form of religious tourism, or a new, segregated one, with its own approach?

Generally, the literature makes a difference between these two forms of travel, based on the
motivational factor. Many authors insist on the personal motivation and beliefs to make a strict difference
between pilgrims and religious tourists, reasoning this classification mainly on psychologically elements
(Swatos, 2006; Blackwell, 2007; Mu et. al., 2007). This delineation introduces a strong and difficult
dichotomy, which allows very few manoeuvres for the epistemological approaches. The dominant reason
for going on a pilgrimage is usually to request some favour of God or the shrine divinity in return for
simply having made the journey or for engaging in ancillary devotional exercises (Eade and Sallnow,
1991, cit. in Rountree, 2006). We can name the pilgrimage as a double travel (inside and outside) unlike
the “pure” tourism, which allows only an outside travel.

On the other hand, some authors consider that the separation between tourism and pilgrimage is
somehow brutal and illegitimate, despite the motivational hiatus, so they prefer the composite phrase
“pilgrim tourism” (Griffin, 2007), which describes better the phenomenon. Furthermore, a
“reconciliation” and a re-evaluation of the pilgrimage — tourism relations are needed for cutting up the
dichotomy, dichotomy which resulted only as a product of modernity (Collins-Kreiner, 2010a). In fact,
both pilgrims and tourists are mainly motivated by the heritage, but each one chooses a different side

(spiritual or cultural).
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It seems that the two categories (pilgrimage and religious tourism) are more related and
connected that the motivational argument would argue. They often overlap and often we see pilgrims
taking benefit from their voyage to visit something else (Rocha, 2006) After all, a tourist is half a
pilgrim, if a pilgrim is half a tourist (Turner and Turner, 1978; Swatos, 20006).

Still, it is very difficult to chart a strict line between pilgrims and tourists. Persons who go on
pilgrimage, hence, are expected to have an underlying religious motivation for their action. Yet we
also know [...] that all pilgrimages were events of mixed motivation. (Swatos, 2006, p. 25).

A third acceptance is the one including pilgrimage in the religious tourism. It seems that the
pilgrimage is nothing but a class in the big concept of religious tourism, which includes also the
missionary or the leisure tourism (Blackwell, 2007). In fact, religious tourism represents the totality
of the travels to the holy or religious important places, despite the tourists’ motivation. Pilgrimage is
the first form of religious tourism preceding historically all the other forms. The inclusion of
pilgrimage in the religious tourism flows could be seen as controversial as the inclusion of business
trips in tourism (different motivation, same effect), but nevertheless, this choice looks legitimate.
Anyway, sharing the same visiting destination does not produce a competition between these two
forms of tourism (Blackwell, 2007) but more likely a collaboration', a productive symbiosis.

However, our present society is confronted with a new form of pilgrimage, which imposes the
necessity to re-evaluate pilgrimage. There are two major forms of pilgrimage: the religious one,
discussed above, and the secular one?. Despite the relative oxymoron, the second form has developed
more and more in the second half of XX™ century. It is about the pilgrimage associated with well-
known personalities (such as the prison of Nelson Mandela, the grave of Jim Morrison from Pére-
Lachaise cemetery), patriotism related monuments or places (the web of revolutionary monuments
from all around the China), stadiums hosting great sport events and even modern shopping areas

(Collins-Kreiner, 2010b; Rioux, 2010).

Figure 1. Pilgrimage and tourism as a continuum of travel

Pilgrimage Religious tourism Tourism
A B C D E

<€ >
Sacred Faith/profane knowledge-based Secular

Source: after Smith, 1992

' A pure pilgrimage well-known destination transform itself in a trending cultural destination, the appearance of the
second form of visiting being just the result of the first one’s success.

2 Apparently, the overuse of “pilgrimage” word which started in the ‘80s and its association with non-religious related
terms had a major impact for the birth of secular pilgrimage (as a term, not as an activity).
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The large variety of opinions considered, we decided to adopt a conciliatory and proper

approach, based on the continuum of travel created by pilgrimage and religious tourism (Smith,

1992). This continuum of travel indicates the progressive relation between these two concepts (Figure

1). The “A” zone contains the pious (pure) pilgrims, the “B” zone refers to pilgrim > tourist relation,

the pilgrims with a main faith related motivation, but scooted by other secondary motivations, the

“C” zone designates a relative equality pilgrim = tourist, thus a double motivation, the “D” class

applies on tourist > pilgrim relation, the opposite of B zone, with a secondary faith motivation, and

at last the “E” zone, the secular tourist, without faith motivation, but only leisure or cultural one.

Figure 2. The positioning of case study area in Europe
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This paper analyses different actors and strategies built around religious places and events in

Northern Moldavia (Figure 2). While those strategies are built in order to deliver specific experiences

to tourists and pilgrims, and also to increase the additional economic or social territorial benefits for

both cultural tourism destinations and pilgrimage destinations, their approach tend to be rather

different.
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2. Research hypothesis and methodological approach

Our research hypothesis is that the pilgrimage-oriented destinations have built better territorial
and marketing strategies in the last two decades, in comparison with the destinations with a stronger
religious-cultural orientation, which have rather preferred to take benefit from supporting national
and regional tourism strategies or development programmes. We believe that pilgrimage sites were
motivated to develop better promotion tools compared to the UNESCO monasteries in order to
compensate the lack of famous international labels or general national tourism popularity. They were
helped in this aim by different other stakeholders interested in the high visibility of pilgrimage events.
This paper analyses these different actors and strategies built around religious places and events, in
the aim of delivering specific experiences to tourists and pilgrims, but also to increase the additional

economic or social territorial benefits.

Figure 3. Main religious tourism destinations in Romania
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The study focuses on a sample of 21 representative religious destinations from a relatively
continuous (historical and tourism) region — Northern Moldavia. The 21 case studies are the
monasteries and churches of Arbore, Humor, Moldovita, Patrauti, Probota, Suceava, Voronet,
Sucevita, Dragomirna, Putna, Metropolitan Church, Sihastria, Secu, Varatec, Agapia, Neamt, Sihla,

Pangarati, Cosula, Zosin and Vorona - Figure 3.
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The three main categories of religious destination from this region are represented in our case
studies selection: 8 UNESCO sites, 12 major national/regional pilgrimage destinations and the most
significant Moldavian pilgrimage centre, with a national polarization area and which coincides with
the main religious administrative centre (the Metropolitan centre in Iasi). The sample is large enough
to ensure a valid overview on national, regional and local practices related to religious tourism and
diverse enough to reveal quality information about specific (local or regional) dynamics and
strategies.

If the UNESCO sites are considered cultural masterpieces that are well-known nationally and
internationally, the 12 main pilgrimage destinations were chosen not only because of their undeniable
heritage, but also because of the pilgrim attraction. Multiple indicators were analysed in order to
identify and delineate these specific territorial and marketing strategies, such as: public and private
investment priorities in tourism, the role of religious tourism in territorial development strategies,
specific destination management (organization, type of event, types of actors involved) and targeted
audience.

For a higher clarity, we chose to use the generic term of monastery to designate all the religious
places included in the case study: monasteries, convents and cloisters. They are in fact differentiated

by religious importance or administrative organization, with low scientific interest in this analysis.

3. Actors and strategies related to Romanian religious tourism and pilgrimage

Tourism (religious) places are complex mixes of material objects, companies, workers, local
civil societies, the local state with the co-presence of other forms of the state, and all kinds of
practices, values, and multiple identities. They are shaped by the sequence of roles which each has
played in the spatial division both of tourism and of other economic activities (Gareth and Williams,
2004).

Different actors with different territorialities intersect public or private strategies or practices
related to religious attractions and events, thus creating places with evolving identities. Within or
outside the official administrative boundaries of regional development regions (NUTS 2), counties
(equivalent of NUTS 3) and municipalities, new territories and synergies are shaped by church

administration limits (metropolitan sees), pilgrimage sites and major tourism itineraries.
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3.1 The place of religious tourism and pilgrimage in regional development strategies.

Public actors - tourism and planning

Public stakeholders have different approaches and rankings for the role of tourism (and
religious tourism in particular) within the general territorial development. Different strategies were
elaborated at different administrative and geographical levels, approaching religious tourism in
different forms, such as: territorial strength for future development, tourism motivation included or
delineated from general cultural tourism flows, opportunity for increasing the attraction of a region
and building a potential brand or, simply as a factor with no significant influence for the future
territorial development, over ranked by other forms of tourism or by other economic and social
factors.

The Master Plan for the development of National Tourism 2007 — 2026 (RMRDT, 2007)
considers the religious heritage (namely the UNESCO sites and 12800 orthodox sites, including 380
monasteries and 2400 places with historical and architectural value) as an important asset (and a
special chapter) of the national tourism potential. Still, this heritage is not related to pilgrimage and
religious tourism, only to the cultural tourism flows. The only religious attractions mentioned in the
national strategies are the UNESCO monasteries of Suceava County, associated with ecotourism in
the National Strategy for the development of Ecotourism in Romania.

Significant differences in the approach of tourism and religious tourism were observed among
the territorial development strategies set up for the 8 development regions (equivalent of NUTS 2) in
Romania. For example, the importance granted to “tourism” in general? is higher in the strategies for
the Nord-Vest, Sud-Vest and Centru Development Regions (with averages of 0.73, 0.71 and 0.62
occurrences/page), medium for the capital city region (0.42 occurrences /page) and it decreases to
only 0.18 and 0.13 occurrences per page, in the case of Nord-Est (the region where the counties from
the Northern Moldavia are included) and Sud Regions. For the Nord-Est Region, the elaboration of a
specific tourism plan, a different strategy focused only on tourism development, could be an
explanation of the low frequency values.

Excepting the Nord-Est and Sud-Vest regions, religious tourism is mentioned as a part of
cultural tourism. Surprisingly, pilgrimage, as an individualized form of tourism is only twice
mentioned in the strategy for Northern Moldavia (Nord-Est region), where it already represents a

well-known tourism product.

3 Measured by the occurrences frequency of this term.
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As for the rank attributed to religious tourism within all the tourist flows, this varies, if we look
at the number of occurrences of this concept in the strategic documents: 3 references for Nord-Est
and Centru Regions, where about 2/3 of the Romanian UNESCO heritage sites are located; 2
references for Bucuresti-Ilfov and Nord-Vest region, despite the presence of the UNESCO labelled
wooden churches in Nord-Vest region and 270 churches in Bucharest alone; only one reference for
the southern and western part of Romania (Sud-Vest, Sud-Est and Vest Regions); and no reference at
all for Sud region.

Religious tourism sites are individually named in the case of the UNESCO labelled monasteries
and churches (in Nord-Est, Nord-Vest and Centru regions), only vaguely mentioned for the Sud
region (as “monasteries with ethnographical value”), never for Sud-Vest (even if declared a “land of
monasteries and churches”, with the UNESCO labelled Horezu Monastery), Vest and Sud Regions.
Interestingly, for the Bucuresti - Ilfov region, 240 churches are mentioned for the city of Bucharest
and a mix of cultural, natural and religious attractions in the surroundings.

Regarding the religious sites from Northern Moldavia, in the Regional Tourism spatial planning
plan, the importance of religious places is differently ranked (as occurrences) but not necessarily
according to their international labels: higher for Moldovita (12 times), Voronet (10) and Agapia,
Sucevita, Putna, Secu, Humor, Neamt (8-10 times) and lower for Probota, lasi Cathedral, Pangarati
or St. [oan (1-4 times) (NERDA, 2017).

The importance of religious tourism in the regional development strategies is even more evident
if we analyse its position in the existing tourism flows and potential and within the regional
development priorities and opportunities.

Both Centru and Nord-Vest Regions count on cultural and nature based tourism (ecotourism
and active sports) tourism for their future development and their orientations are supported by a rich
and internationally labelled cultural heritage (UNESCO sites), diverse geomorphology, national parks
and well-known national health tourism resorts.

Environment and ecotourism are the main development directions for Sud-Est and Vest; despite
traditional tourism flows attracted by the Black Sea coast at Sud-Est or the cross-border (transit)
tourism flows in Vest, both regions count on the capitalization of large natural protected areas along
the Danube River. Secondarily, niche markets are also targeted, by the focus on rural (ethnographical)
tourism and, in the case of Vest region, the mountain (adventure or cave tourism) and health tourism.
Even if it is the second region in Romania as regards to the number and significance of monasteries
and churches, after Moldavia, the Sud-Vest region constructs its strategy also on the nature potential

(mountains and the Danube), followed by the cultural heritage, especially that of rural areas.
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Rural and nature based (eco) tourism, only differently ranked, are the main directions for Sud
and Sud-Vest. The Danube is not seen as a major asset for the Sud Region, where mountain (and)
weekend tourism flows are presently dominating. The regional development is focused on business
and innovation growth, while ecotourism and rural tourism are only seen as secondary solutions to
rehabilitate ecologic areas and to diversify the rural economy.

Both Bucuresti - [Ifov and Nord-Est regions mention the religious heritage as a regional strength
and the cultural tourism as a general target. Still, the presence of Bucharest (even if associated with
270 churches) explains the additional focus on business tourism and the major orientation towards
the place branding (Bucharest - Little Paris). Meanwhile, religious and historical tourism are the other
priorities, for Nord-Est region, the only one choosing to consolidate the present tourism trends, and
to additionally invest also in the development of alternatives such as nature based (mountain and
sports), business and health tourism. Nord-Est is also the only region with a tourism focused
development plan, which, based on the same assets mentioned above, proposes the development of

niche segment markets and thematic routes for rural and active (sport) tourism. Seven of the 25

regional itineraries proposed are Monasteries routes.

Table 1. The important types of tourism within regional territorial development strategies

Region Existing forms of tourism Priority tourism directions
1. Centru Mountain, cultural, sports and health tourism | Cultural tourism, ecotourism (mountains) and
health tourism.
2.Nord-Vest Health, mountain, cultural tourism (including | Rural, urban, health tourism, niche tourism
rural and festivals) (active, nature), cultural tourism
3.Sud-Est Coastal, mountain, cruise or rural (eco) | Eco-tourism (along the Danube), rural
tourism economy
4. Vest Frequent cross-border and transit tourism | niche products: “mountains, protected areas,
flows, Business tourism, ecotourism, cultural | theme routes (ethnographic, religious,
(rural and urban), health and wine tourism. adventure), health and cave tourism”
5.Sud-Vest Nature (mountain), historical, religious, | Nature (mountain) and rural (cultural-
tourism historical) tourism
Health, rural and eco-tourism Ecotourism, cruise tourism
6.Sud Mountain and weekend tourism Ecotourism and rural (agri)tourism
Cultural tourism (traditional rural
communities)
7.Bucuresti - [Ifov | Cultural and business tourism Rebranding Bucharest (Little
Religious attractions Paris);sustainable tourism in periurban and
rural areas
8.Nord-Est a Cultural, religious and historical tourism Cultural, historical and religious tourism,
Mountain tourism, sports, business and health
tourism
Nord-Est b Cultural, religious tourism Niche tourism: rural (agri)tourism and active
(Tourism  Spatial | Rural, (agri)tourism, business, ecotourism | (sports) tourism
Plan) (NERDA, | and wine tourism
2017)

Source: author’s representation after RMRDT (2007)
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3.2 Local strategies within the Nord-Est region regarding pilgrimage and cultural tourism

Within the Nord-Est region the county authorities have different targets and orientations
intended for the tourism sector. For example, both Neamt and Iasi counties mention monasteries and
religious tourism as major tourism assets, together with the natural and cultural heritage in general®.
For Neamt County, cultural tourism, agritourism (in rural areas) and ecotourism (in the mountains)
are the new privileged orientations. In lasi County, traditional forms of tourism (cultural and
religious) are considered less important and over ranked by the capitalization of nature (through
health tourism, ecotourism, active tourism or hunting tourism), ethnography and the border proximity.

As for the cities, local authorities (city councils) have also specific opinions regarding the
tourism development. Despite the large involvement of the city hall in the organization and marketing
of the annual pilgrimage at St Parascheva’s relics, religious tourism is not a priority of the socio-
economic development strategy for lasi city “ORIZONT 2020, This proposes the development of
lasi as a “city of inspiration”, reinforcing the cultural tourism image (as “cultural capital of
Moldavia”) complemented by other economic functions like: information technology, creative
industries, regional services centre. The city has also a cross-border tourism strategy with the
Republic of Moldova, focused mainly on the diversification of the present forms of tourisms: transit
and cultural (history and festivals related). Even if religious tourism is considered again the second
main territorial strength (after the diversified potential), the investment priorities favour business and
cultural (conference) tourism for the city of Iasi and ecotourism and active tourism for the natural
areas surrounding the city.

The tourism strategy for the city of Suceava® is built on traditional strengths like the natural,
cultural and ethnographic potential. But the future of tourism in this city is not linked to the county
or regional strategies; it sustains the development of new thematic (a Dracula route) and cross-border
routes (with Ukraine), as well as the development of business, conference tourism and festivals.
Religious tourism is not mentioned at all though 3 thematic tourism routes are proposed, each one
including a case study monastery/church: Probota, Dragomirna and St. loan. It is intriguing that the
county which benefits from 8 UNESCO Heritage sites does not chose to put forward this type of

product in the county’s tourism plan.

4 See: http://www.primaria-iasi.ro/imagini-iasi/fisiere-iasi/1471458467-ORIZONT2020.pdf

3 Find out more at: http://www.primaria-iasi.ro/imagini-iasi/fisiere-iasi/1471458467-ORIZONT2020.pdf

%You can find it at: http://primariasv.ro/portal/suceava/portal.nsf/35BBBB4116111EDEC2257BEC0023E123/$FILE/
Strategia de turism.pdf
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4. Strategies for attracting pilgrims and tourists: staging tourism experiences.

4.1. Religious actors and strategies.

Local ceremonies — Parish fairs. The annual Parish Fairs are local events, which temporarily
gather a significant number of participants, pilgrims and simple visitors, attracted by both religious
and lay attractions staged around the monasteries (churches). The popularity of these fairs differs and
it is closely related to the administrative rank of the religious centre (regional - lasi; local - Arbore,
Pangarati, etc.), on its tourism marketing (national polarization for Voronet, Moldovita, Sucevita,
etc.), on the importance of the celebration day (coincidence with the Easter or Christmas holidays,
for Sucevita and Voronet monasteries) and on specific additional attractions factors: miracle-working
icons (Neamt monastery), caves (Sihastria) or tombs (Putna, Secu). The audience goes from the local
level (a few hundred people gathered at Pangarati, in 2010) up to a few thousand people (around 2000
in 2011 and around 5000 people in 2008 at Neamt Monastery) or up to several hundred thousands,
during the pilgrimage in the city of lasi (after 2010 the city of lasi reports constantly over half of
millions of visitors during the annual pilgrimage).

During the last few years, in order to increase the participants’ number, most of the Parish fairs
started announcing their events on the specialized channels like the national religious radio station
(RADIOTRINITAS) but also in local newspapers. The most famous ones (from Suceava and Iasi
counties) have a lot stronger publicity made by national TV channels and newspapers. Indirect
publicity is sometimes made by diverse private actors using modern instruments such as Facebook
(like in the case of an accommodation facility pre-booking for the Parish Fair of Dragomirna).

The core structure of the festivities is mainly the same: the ceremony generally lasts two days,
beginning with an office in the evening preceding the celebration day and continues with a major
religious office in the morning after, performed by important religious figures and a high number of
priests (up to 40, at Sihastria, in 2010), all followed by a public meal offered to the participants.

In addition to that, specific strategies have been conceived in order to increase the impact and
popularity of these events: bringing young students from local schools (at Moldovita, in 2009 and
2014; at Neamt Monastery, in 2008 and 2016) or theological schools (at Neamt Monastery, in 2008
and 2011), additional offices on other sacred places (like the cave of St. Teodora at Sihastria
Monastery or the tomb of St. Casian at Secu), books launching (2 books launched at Patrauti, in 2011;
one book launched and freely distributed to the participants at Voronet, in 2009), artistic

manifestations performed by religious (at Voronet, in 2009 and 2012; at Neamt Monastery in the last
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few years) or school chorus (at Moldovita, in 2009), canonizations (at Secu, in 2008), blessing of new
mural paintings (at Putna, in 2010), offices performed in open air, on a special traditional platform
(at Agapia or Iasi in 2015) and public processions with relics and icons on the city streets (in lasi and
Suceava), lasting a few hours and gathering a lot of people.

Quite a religious thematic park is built for a week every year in the centre of lasi, around the
city cathedral, during the pilgrimage at St. Parascheva’s relics. The sacred space is extended beyond
the cathedral’s walls to: a small nearby square hosting a fair of religious objects; to the streets behind
the cathedral, where the pilgrims are queuing for days in order to prey and touch the relics and, for
half a day (the 14™ of October), the main boulevard where a major religious procession takes place.
Additional tourism services are delivered to pilgrims and other visitors in this sacred themed area:
information points, food and refreshments, flowers to put at the relics but also exhibits and
conferences/workshops on cultural topics related to religion (in different sparse locations).

Relics. Relics became a very important “asset” in the marketing strategy of religious sites. Every
year, the pilgrimage in lasi consolidates its image by “importing” other famous sacred relics brought
by major official representatives of foreign orthodox churches. This strategy has been recently
adopted by an increasing number of smaller (less known) churches, in order to increase their pilgrims’
number and the general impact of their religious events. The increasing value of sacred relics explains
strange facts like the theft of relics over money on a little Romanian church, in December 2011, where
the relics of the spiritual protector of Banat region (in south-west of the country) and not the money
were stolen.

More and more temporary regional pilgrimage routes with imported relics are organized by
different metropolitan sees, as a new aiming to consolidate the image of local churches and to
temporarily increase their pilgrims’ number as well as people’s accessibility to important orthodox
relics. The metropolitan authorities establish the relics’ itinerary.

Almost all the monasteries from the case study have museums or collections of religious art,
old religious books or items for church service. The monasteries from Neamt County have some of
the oldest religious museums from Romania, denoting a bigger and earlier interest (first museum ever
built in a monastery in Romania made its appearance in 1927 at Agapia monastery; Neamt, Varatec,
Secu, Pangrati have some old collections too). Curiously, the UNESCO monasteries have recent
museums, despite their disposition to cultural tourism (Probota’s museum was open only in 2009,
Voronet’s museum was proposed in 2008, Humor’s museum has only a few years of activity). It
seems that UNESCO monasteries copied a practice well developed by the pilgrimage based

monasteries — religious museum attraction. In fact, besides the three monasteries of Sihla (the smallest
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one from the case study), Arbore (UNESCO) and Suceava (UNESCO), all other monasteries from
our case study have religious museums or collections.

The need for diversification pushed some monasteries to install new utilities like libraries
(Neamt monastery), or to organise special events like painting workshops (Probota and Sucevita),
colloquies (Putna), conferences, symposiums, book releases (Putna). Although almost all events have
a religious theme, there is a sign for the monasteries availability in supplementary activities, other
than religious services. Even if it was impossible to obtain detailed statistics regarding this events,
we observed a bigger frequency of them at prestigious pilgrimage sites (Putna, Dragomirna, Agapia,
Varatec, Neamt), some of this monasteries disposing of special conference rooms, lodging and
restoration facilities, and timidly at well-known UNESCO monasteries (Moldovita, Sucevita,

Voronet, Humor.

4.2. Local administration, lay events and economic strategies

A major attraction factor is represented by additional /ay ceremonies, usually separated from
the religious ones by the (church) monastery’s walls. For the monasteries in rural area Parish Fairs
are traditionally associated with local gatherings, now with a modern and less religious touch:
merchants, Ferris wheels, food and drinks, dances and music (i.e. Arbore or Putna) sometimes create
powerful visual contrasts.

A complex organization of the lay festivities is associated with the annual pilgrimage in lasi,
initially meant to reactivate a local tradition from the inter-war period and evolved to a complex
marketing strategy of the local administration. Since 1990, the tradition gained larger temporal and
spatial dimensions every year, sustaining the construction of a temporary thematic park in lasi, mixing
religion and consumerism. A whole City Festival was progressively developed around the date of
October 14™ (when the major religious event takes place), lasting up to 10 days, in 2008, under the
slogan of “10 days of faith, culture, sports and leisure”. In this context, entertainment and attractive
surroundings are created: arts (exhibitions, cultural conferences and contests), sports (competitions),
leisure (concerts, spectacles, parades) and trade occupy precise areas, following an already traditional
urban functional zoning: the leather men’ and folk artisans’ fairs, the wine festival, the concerts and
fireworks square etc.

Private actors. The transport industry is another actor adapting its strategies to the economic

and territorial importance of religious tourism attractions and pilgrimages. Important public
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investments are made in order to improve the quality of access routes and increase the visitors’
number.

Transport services, both private and public, react to the opportunity of the temporarily increased
demand caused by religious events. For example since 2010 the Parish Fair of Putna Monastery
induced the addition of three more regional train connections for two days. During the annual
pilgrimage in Iasi, the number of trains and (mini) buses converging to the city increases significantly.

Even potentially new flight connections based on pilgrimage are sustained by the major national
public stakeholders (like sector ministries). Following the success of lasi festivities in 2011 among a
group of Macedonian official guests, the prefect of lasi publicly announced the initiative to develop
a flight connection between Romania and Macedonia (lasi-Skopje), based on the high popularity of
Saint Parascheva of lasi among the Macedonian believers, where the saint is considered a divine
protector’. About one month later, the ministry of tourism at that time announced a meeting between
tour operators and airways companies from Israel and Romania, in order to create better (flight)
connections between Israel and Romanian regions such as Bukovina, Transylvania and health tourism

resorts®, the ministry supporting the creation of direct charter flights to Bukovina.

5. Tourism attractiveness of religious destinations in Northern Moldova

The counties of Suceava and Neamt are, as always, the traditionally visited sites for their unique
churches and monasteries (Figure 4). Their long-time existence and their cultural and religious value
are of prime significance for the pilgrim tourists. When analysing the dynamics of tourist arrivals in
the last 16 years, these two counties have accommodated a relatively constant number of tourists. The
presence of UNESCO sites in the county of Suceava, is a factor of enormous importance for
international tourists, while the pilgrimage centres from Neamt county attracts a high number of
national tourists.

Two different patterns of tourist distribution can be observed in the map: a uniform distribution
can be observed on the western part of the studied area that overlaps Suceava and Neamt counties.
Undeniably, their cultural heritage, as well as the specific landscape constitute de main attractions for

tourists. For the rest of the analysed territory, there is a clumped distribution of tourists that rather

" Find out more at: http://www.jurnalul.ro/observator/exportam-moaste-si-importam-pelerini-cheia-afurisirii-saraciei-in-
romania-593161.htm, consulted 10 Oct 2017.

8 See: http://www.gandul.info/news/udrea-vrea-sa-i-aduca-pe-israelieni-in-bucovina-transilvania-si-statiuni-balneare-
9001669, consulted on 3 May 2017
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prefer to visit places within and on the outskirts of urban areas that can offer them diverse tourist

attractions.

Most of the UNESCO sites have attracted a significant number of tourists during the analyzed

period of time, especially since the year 2007, when Romania has been integrated within the EU's

structure. But the real boom in tourist arrivals has been registered in areas away from any UNESCO

site, but mostly close to important monasteries with strong heritage and symbolism (the case of Putna,

Agapia).

Figure 4. Tourist arrivals and tourist dynamics in Northern Moldova
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On the other side, the religious sites of Botosani have not been able to develop tourist activities

in order to attract and hold on to the tourists. In most of the county, no tourist arrival has been

registered during the last 16 years. The rural profile of Botosani and the poor state of the transport

infrastructure have much inhibited tourist travel towards the main religious centres within Botosani

County and, overall, towards any potential tourist attraction.

Significant differences of visibility, specialization (cultural, pilgrimage, ethnographical),

polarization area and territorial impact can be observed for example between UNESCO labelled
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churches and pilgrimage centres with higher regional impact of UNESCO labelled monasteries, but
a stronger local impact for pilgrimage destinations. However, the importance of individual strategies
is overranking the label or the main type of visitors, for example the strong popularity and polarization
differences between Voronet and Arbore Monasteries, both UNESCO labelled and separated by only
36 km.

Conclusions

Overall, the study confirms the initial research hypothesis. The 18 religious places included in
the case-study confirmed the fact that Romanian religious destinations tend to elaborate different
territorial and promotion strategies, trying to better capitalize their assets (such as the UNESCO label)
and shaping their main orientation (to cultural- religious tourism or pilgrimage).

All religious destinations generally have a significant territorial impact, reflected into and by
the emergence of complex and mixed development and marketing strategies, with multiple
stakeholders and target groups. Public and private actors, from different domains intersect their
actions and interests in order to consolidate the image of a religious destination and to deliver specific
experiences to a mostly dual targeted audience: pilgrims and tourists. The impact goes from
temporary changes in landscape (territorial extension, functional zoning, contrasting territorial
practices), to a long term evolution of attitudes and popularity (tourist and religious) and significant
financial investments.

Still, the element missing from the all these overlapping strategies and interests is integration.
The simultaneous use of different channels, instruments and priorities in the capitalization of similar
territorial resources and opportunities still has a low positive impact, at least at larger, regional level
and in relation with the real potential of this area. Two major orientations were observed. On one
hand, major public stakeholders adopt a rather traditional approach (punctual tourism information
centres), restricted to administrative borders and instruments (investments in large projects) and with
slower (long term) territorial effects. On the other hand, individual management and marketing
strategies with precise, short term targets and faster visible effects are stimulated to further develop.

Specific individual approaches are conceived focusing on the development and capitalization
of competitive advantages and strategies, between different religious sites. Thus, the monasteries
lacking high level tourism labels (UNESCO) or an old tourism tradition, are much more motivated to

adopt new, innovative marketing strategies (such as niche specializations, pilgrimage, specific events
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etc), to create or highlight additional attractions (like new sacred relics, specific processions to other

sacred places — caves, tombs).
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