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Abstract: The field of health is indestructibly linked to that of education, and the interdependence of
these major areas for regional development supports the policy of cohesion and regional competitiveness
launched by the EU. The measures to which the authorities refer in the sense of dynamic and sustainable
economic development, aim at capitalizing on the regional potential. In line with this goal, regional policies
aim, among other things, at developing health through investment in education and training infrastructure.
The transition to a Europe connected to social needs, conducive to enhancing inclusion, is becoming an
increasingly important goal for the integrated and sustainable development of each geographical area.
Health promotion programs need to be limited to investing in health infrastructure by rethinking sustainable
education and health systems. Maintaining the need for competitiveness generates effective good practices,
which can be transferred to the implementation of modern educational management systems, generating
sustainable, customer-centric health services.

Keywords: sustainable development , sustainability, innovation, health education, professional skills,
good practices.
JEL Classification: 110, 121, O30, Q01.

1. Introduction

In the last two decades, more and more specialists in the field of education are
paying special attention to the concept of innovation. The first researcher to use the term
innovation is J. B. Taylor, categorizing the term as "a new way of doing things - with the
explicit purpose of responding to a social need".

Although not neglected, a number of discoveries have led to innovation, starting
with the great pedagogues and sociologists of the last century, referring to Pestalozzi,
Montessori, Rousseau or Durkheim. The ideas launched during the evolution of modern
education, from the second half of the twentieth century to the mid-1960s, shed light on the
difficulties constantly encountered in the education system: the lack of financial resources
allocated from the state budget and the inequality of opportunities. access to the right to
education. Moreover, real importance is given to the qualitative and innovative dimension
of education, by referring both to the privileged status of education, through which people
access a socio-professional status, and to the ideal and aspirations of the school population,
beyond the quantitative dimension reflected substantially, by multiplying the number of
schools, the number of educators who access educational programs more and more often,
as well as the number of teachers who adhere to the process of completing their teaching
career.

The 1960s remain reference years in the development of the history of education
systems, overlapping with the period of the establishment of the Center for Research and
Innovation in Education (CERI). The mission of this center was to promote innovation in
the specific field of education, a mission then perpetuated by more and more institutions
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and bodies that focus on education. Regarding this desideratum, in 1973, L. Huberman
identifies and reproduces an aspect key to the concept of innovation: “innovation is a
measurable and deliberate improvement, sustainable and unlikely to occur frequently”
(Huberman, 2005), which is associated with a series of changes that resonate with current
educational needs: innovations in technology, concepts, curricula and teaching methods,
and, not least, bringing references to the transformative role of interpersonal relationships.

Going back to modern times, the establishment of the Council for Social Research
and Technology and Social Innovation in Canada is an opportune time to highlight three
key dimensions in rendering the specifics of innovation: the curricular dimension - which
emphasizes rethinking the structure of school curricula, the pedagogical dimension - by
inserting transformative elements at the level of the instructive process - educational and
the organizational dimension - which resets the importance of the mission of the persons
invested in the roles of teachers. As a quintessence of the specificity of these dimensions,
innovation is defined as a “deliberate process of transforming practices, by introducing a
curricular, pedagogical or organizational novelty, which is disseminated and aimed at
sustainable improvement and the educational success of pupils and students” (Huberman,
2005).

Regarding the analysis of the factors that favor innovation, Jean-Pierre Béchard
points out that they generate both the triggering of an evolution of innovation and the
inhibition of the innovation process, the direction in one direction or another being decided
by the educational context and the ability to mediation of teachers (Béchard, 2001).

The current education system is undergoing incipient forms specific to innovation,
which can be extended both inside and outside the education system.

One of the objectives of using a set of sustainable tools to support the
implementation of an innovative model of educational intervention planning are:

e Correlation with government development policies and educational standards set
by the European Union, by extending access to financial resources to maintain quality in
education;

e Revitalization of the education system, with a role in preventing imbalances that
can impact the health space of the population in a certain region;

e Reviewing proposals for decentralization of decision-making and their
convergence to the regional / local community;

e Promoting a constant and active partnership between the educational actors
involved in promoting a sustainable education, through the continuous training of health
specialists;

e Development and implementation of educational programs in line with regional
development strategies.

The preoccupation of the public bodies for the increase of the quality of the
professional competences, allows the restructuring of the educational contents and the
improvement of the teaching-learning-evaluation methods. Subsequent effects can be
identified in the quality of public services, which can improve the quality of life in a region
by increasing employment. We consider that it is necessary to structure a training module
for specialists in the field of health education to support this approach regardless of the
category of beneficiaries. From this perspective, the training of specialists involves a multi-
purpose training that will contribute to the development of the skills necessary for effective
communication and that will overcome any barriers regardless of their nature. Living in an
age of globalization but also as a result of rapid population dynamics, migrations and
differences of a linguistic, cultural and not only nature, specialists must be prepared to
work with populations of beneficiaries as diverse as possible. Just as prevention is essential
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in medicine, at least to a similar extent the scheduling of training sessions and the planning
of activities are of real importance for the success of the formative educational approach.

2. The current context. The specificity of innovation in health education

The sustainability of programs in the field of Health Education requires essential
attention, especially during the implementation period because it plays a key role in the
process of sustainable development and because it must face the challenges of the
globalized world (Serdyukov, 2017).

This idea supports the importance of clearly and robustly accelerating the concerns
for shaping a new architecture of teaching intervention, designed to maintain a vital level
of creative investment in the teaching-assessment process. The history of education
strongly highlights the fact that the clear delimitation between traditional and modern is
inserted slow, as well as the adaptation of new practices to previous new structures .

In this process of transition to a cohesive and harmonious cohesion with the needs
of future health educators, the emphasis is on developing reforms that reduce
competitiveness within the school space, by promoting cooperation and collaboration at
macro and micro-institutional level. However, there is a risk factor that can be given by the
decentralization of the education system and this process can encourage competition and
can affect the quality of the educational process in terms of geographical coverage.

A role The key associated with sustainable development is the concern for the
specialization of education professionals, due to the need to train specific skills (Romjin et
al., 2021). In this sense, it is necessary to initiate, develop and carry out projects to
innovate teaching strategies, in order to strengthen the teaching dimension, promoting the
idea of regional educational partnership. The current situation is favorable for this field and
as a result of the increasingly concrete perception of social fragility as a result of the
experience gained from the Covid 19 pandemic.

Innovation in the field of health education implies a constant correlation with the
specific objectives of regional education, emphasizing the process of individualization of
educational intervention. Therefore, the quality of teaching is indicated by a high level of
achievement of objectives, through an increasingly creative organization and use of
teaching tools and means, correlated with teaching methods.

Through a series of innovation projects, education is consolidating its place in the
vast system of social life, promoting tools with a role in strengthening the personalization
of teaching activities, by a continuous focus on the needs of the learner, creating
appropriate conditions for complementary initiatives on the transfer of skills. various
disciplines, expanding the space for the expression of human freedom. Context-dependent
competencies are seen as a relationship between skill, tasks, and health system design.
(Epstein & Hundert, 2002). This idea is an extension of the metaphor by which C. Berge
stated: "We live in a world in which , In the short term , there will be no room for
innovators".

3. Factors that induce the progressive upward trend of innovation in education

In order to prevent recurring problems identified at the educational level, it is
necessary to reconsider the importance of institutional and contextual factors in the
restructuring of scientific knowledge and the way in which it is transmitted.

Starting from the structural and dynamic analysis of education, the assimilation of
innovation to the current dimension of education, sheds light on the role of cultural-
political factors, those in the scientific and technological sphere, to which are added both
endogenous factors specific to the education system and exogenous factors - specific to the
environment.
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The specificity of the intervention of these factors frees the education of uniformity,
by changing the reform from a psychological perspective, progressively inspiring the
researches in the field, with a role in propelling the socio-economic development.

Moreover, the human factor is a quintessence of information resources,
materialized in productive actions, stimulating innovative learning and, in essence, the
restructuring of means with a role in relaunching innovative actions in new situations. The
diversification of learning situations and the specific contexts of social interactions,
highlights the reflection of the transformative meaning of learning - as an action of value
formation - a true bridge of cohesion between the individual and society.

Another important role belongs to mental constructions, whose function is to model
the ability to solve new, challenging situations, highlighting the student's ability to
overcome uncertainty, reaching real levels of harmonization with the natural-external
environment.

This desideratum is only partially realized in the space of formal education, since
the substantiation of the evolutionary human processes becomes an argumentative premise
for the societal learning, changing the paradigm of the self-centered intervention, towards
the social finality. The improvement of the education system launches new trends in the
educational structure and practice, towards a social purpose correlated to the needs of the
society that generate new meanings towards regularities and legalities.

From the interaction of cultural, political and economic factors, successive waves
are reflected in the sense of development, generating a series of changes, which Havelak R.
highlights the importance by associating with the creativity of human resources, with the
generous space of training contexts, in terms of enhancing productivity. , by resorting to
equipment adequate to the didactic objectives. Moreover, the change emphasizes the need
for self-training, replacing the role of authority, with the specialist, who joins the growth
initiatives initiated by or towards educators. Also, the changes lead to a suite of values and
tendencies, specific to the assimilated educational principles, which presuppose a transition
from the level of knowledge, to the attitudinal one, observable both by an individual
behavior and by a group behavior.

4. Strategies for innovation and sustainability in the field of Health Education

The history of contemporary reforms has highlighted the tendency of simultaneous
changes in the structural components of education, reconfiguring the performance of the
education system.

However, the literature has a limited consensus on the theoretical framework of the
definitions (conceptual and operational) of sustainability. Even if the literature is not
extremely extensive, we find several terms used to refer to sustainability. These terms
include:  "maintenance", "sustainability"”, "institutionalization", "incorporation",
"integration", "routine", but also expressions such as "community ownership" and
"capacity building". Moreover, we found in the literature the following definitions that
were considered to be clarifying for the concepts that I frequently found:

We often see a concern for sustainability, and this is the ability to maintain service
coverage at a level that will provide ongoing control over a health issue (see Claquin,
1989).

In addition, the sustainability of a project is defined by many economists concerned
with international development as the ability of a project to continue to deliver the desired
benefits for a long time after the end of an initial period. Continuity of functionality from
this perspective can also be found in our concerns due to the fact that an educational
system even if it is dynamic and constantly changing (adaptive to existing societal needs)

Volume 7, Issue 2/2022 | Vol. 7, Nr. 2/2022

9



ISSN 2537 — 4222 The Journal Contemporary Economy
ISSN-L 2537 — 4222 Revista Economia Contemporand

is constantly based on previous experiences in its evolution (definition of Bank World in
Bamberger and Cheema, 1990).

We also extract from the literature the idea that a development program is
sustainable when it is able to provide an adequate level of benefits for a long period of time
after the end of a period of financial, managerial and technical assistance from a donor or
fund. external (US Agency for International Development, 1988).

Although often avoided, the term “institutionalization” refers to the long-term
viability and integration of a new program within an organization (Steckler and Goodman,
1989). We believe that this term should not be avoided because it has a clarifying role
regarding the framework in which health education should take place, it even introduces
many more aspects on how the process can be carried out but also brings elements aimed at
managing the training process. of health education specialists.

In terms of organizational change, as seen in the literature, it ultimately involves at
the level of each process new practices and ideas that succeed in imposing themselves as
values at the local level and can in some cases even become standards with benchmark and
can even become essential for all organizations (Yin, 1979).

Attention to sustainability in health intervention programs is growing, but
consensus is limited on the conceptual and operational definitions of sustainability.
Moreover, an empirical knowledge base on the determinants of sustainability is still in the
process of being developed. Sustainability planning requires, first and foremost, a clear
understanding of the concept of sustainability and the operational indicators that can be
used to monitor sustainability over time. Important categories of indicators include: (1) the
maintenance of health benefits achieved through an initial program, (2) the level of
institutionalization of a program within an organization, and (3) capacity building
measures in the recipient community. Secondly, sustainability planning requires the use of
programmatic approaches and strategies that favor the long-term maintenance of the
program. We suggest that the potential influences on sustainability can be derived from
three major groups of factors: (1) factors in the design and implementation of the initiative,
(2) factors in the organizational framework and (3) factors in the wider Community
environment. Future efforts to develop sustainable health intervention programs in
communities can be based on the concepts and strategies proposed in this material.

For the design of a sustainable health education system we consider a number of
necessary steps. Thus, we further propose a model that can be successfully applied in the
process of establishing an innovative and sustainable program for health education.

Factors of design and design of the program for health education.

1. The process of social debate of the project. Are the approaches and objectives of
the project discussed with the members of the beneficiary community, equally partners?
Are the needs of the community leading the program or those of external donor agencies
and technical experts? It is a stage in the whole process of negotiating or building
consensus through which a compromise can be reached to address all the actors involved.

2. Project effectiveness. Is the project (perceived as) effective? Is it visible? This
approach ensures the implementation of all the fundamental elements through which the
transition to an updated level with the contemporary needs in the field of health education
is achieved.

3. Project duration. This stage is a variable one, but considering the urgency with
which the need for a well-elaborated health education is manifested, the consumption of
resources being high, it can produce desired results in a shorter time interval.

4. The financial aspects can be assumed totally or partially by the state institutions
with abilities in this direction due to the fact that health education is a strategic field.
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5. Training component (professional or paraprofessional) of the human resource
involved effectively and directly in the process of health education

Beyond this overview as an elaboration of logical steps to follow, there are a
number of more specific factors that can concretely express how an innovative and
sustainable program for health education can be built.

Specific factors at the level of the organization. These factors are representative of
the institutional component needed for the success of the proposed program.

7. The institutional force represents the assumption of this approach at institutional
level by a representative institution. Of course, this institution is also the one that is going
to implement the necessary steps for the development of the previously expressed stages.

8. Integration with existing programs / services at the level of the organization or
educational system.

Factors in the wider Community environment that are part of education and public
health strategies and policies

9. Socio-economic and political considerations. From this perspective, the aim is
how favorable the general socio-economic and political environment is for building an
innovative and sustainable program for health education.

10. Community participation. Practically, this aspect aims at the level of
community participation and the depth of social involvement.

All these elements in fact converge on the idea of sustainability, which ensures the
continuity of a program and especially its resilience over time.

Sustainability is a global term often used to describe the general phenomenon of
continuity of any program. The choice of the term sustainability is dictated by two
considerations. First of all, sustainability is a broad term that incorporates essential notions
of continuity (permanent, time) without resorting to a series of limitations or specific
manifestations.

The main categories of definitions in the literature offer three radically different
perspectives on sustainability. These are: (1) the maintenance of health as a result of the
benefits obtained through previous experiences, (2) the continuity of the activities carried
out so far and which have proved to be of real use, and (3) the permanent education of the
community which will be the beneficiary of the whole process. It is necessary to develop
specialized literature in this field so that the universe of knowledge can be expanded, but
what is of real interest is given by the substantiation of theoretical aspects based on
practical, concrete experiences, studies that effectively contribute to building an
experience. international. It is of real importance in the contemporary period, as a result of
globalization, that concerns about society and health can overcome physical, cultural,
religious or any other barriers. The foundation of sustainable health education programs is
another preventative approach that is now increasingly detached from lesser concerns.

Following the Covid 19 pandemic, most medical and educational systems reported
that the main elements that proved to be good practice were prevention and the short time
to mobilize the system for crisis response. These two experiences or "lessons" learned can
only prove effective if there is a fundamental health education. Already many developing
and developed societies are building or reforming their own education system for
curricular development conducive to health education. The beneficiaries of these
educational programs are getting younger and younger and this aspect corresponds to the
importance and long-term strategic thinking. Of course, any educational program requires
a good theoretical foundation, a flexibly constructed methodology, a framework in which it
can be carried out (dedicated and properly equipped spaces) but also a human resource
prepared both in terms of the content to be transmitted and and from a pedagogical
perspective. This human resource can be selected from the existing specialists at the
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moment, but the urgency with which this global need is required to be met may also
present risks regarding the quality of the delivery of the educational process.

Starting from the inferences of the American scientist R. Havelak, regarding the
specifics of innovation at the level of the education system, we delimit a series of strategies
that would give sustainability to the field of health education:

e the research and development strategy is specific to global intentions, by
highlighting the role of development and the extension of innovations. Research thus
becomes an inseparable component at the educational level, because, as E. Faure pointed
out, innovation in education does not occur automatically, but requires the imagination,
preparation, simulation and stimulation of interventions with an applicative role, but in
accordance with the competencies. specific targets;

o the social interaction strategy that promotes the continuous connection of the
educational system with the social system;

o the strategy focused on solving problems highlights the interventionist role,
specific to the research-action approach, when, through ad hoc but creative treatments, a
series of functional defects can be avoided, by actual improvement;

e unitary and balanced strategies, functionally synchronized, with a role in
detonating resistance to change, through a single legislative issue at regional level,
constantly highlighting the innovative effects or quickly establishing appropriate correction
systems, in order to transform institutions;

e substitution strategies that promote the idea of replacing disruptive elements
that have occurred at the level of the education system;

e reshaping strategies, by transforming already existing structures or outdated
interventionist tendencies (using a single textbook or a single teaching strategy vs. a single
method of didactic interaction);

e restructuring strategies that involve a redesign of the workspace and a
recalibration of interpersonal relationships, reducing resistance to change.

This suite of strategies highlights the need to identify solutions to promote the
sustainability of education, through an analytical mediation of the effects of the economic
crisis on education.

The desire for sustainable growth and innovative growth leads to the reunification
of the efforts of the educational actors involved, by creating onsite and offsite learning
contexts, with a role in facilitating the pedagogical skills of future health educators. In this
way , the exchange of experience, mutual learning and cooperation is facilitated , using a
series of tools tested by application in the relationship with students.

These methodological resources are to be materialized through dissemination in
training courses or practical workshops, which will then be analyzed by the political
factors involved in the enactment of educational policies.

The constant updating of the contents and their alignment with the socio-economic
needs, determine that, in the elaboration of the health policies, to sustain the sustainability
of some practices that to make the educational intervention more efficient.

In the field of global health, the implementation of any educational approach
emphasizes the need to structure functional and productive contexts, constantly, giving
stability to the process.

The initiation of research projects supports the need to develop functional national
programs in line with domestic and international labor market interests, generating a robust
public health system that supports the well-being of the population in a given region.

In order to streamline these approaches, in order to overcome possible deviations
from these evolutionary goals, it is necessary to support the productivity of the actions
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initiated by the social actors involved and, especially, to support the interventionist actions
themselves, such as action research.

Education and health professionals play an important role in streamlining practices
aimed at improving the lifestyle of direct and indirect beneficiaries. Studies show that
health education in the field of health education is syncopated in the training and
acquisition of professional skills by graduates in the field of health education. In order to
reduce the gap between role and outcomes, health educators need to be able to acquire real
skills in the field of educating the population to implement a positive lifestyle, in the
context of the social community and the family environment.

The realization of this desideratum determines the advancement of the tendency
encountered among education / health professionals, to intervene in isolation, encouraging
collaborative actions, bringing together the results and conclusions of their real
interventions, having a significant positive impact on individual health, in particular and
the general population.

In order to generate and maintain the indicators specific to maintaining the
sustainability of regional development strategies, it is necessary to highlight the indicators
that have a double role in supporting the subsequent policies in the field of health
education: stability and flexibility.

This educational path highlights the role and effects of social actors in their
professional practice: teachers - in the process of setting up and innovating teaching
methodologies, and future health educators - in the process of implementing the acquired
knowledge.

Initiating and maintaining meetings between members of the research communities
catalyzes the launch of evidence-based education policies - as a solid basis for action,
adjusting specific factors to reach a specific end state specific to maintaining a sustainable
education. Thus, those professional skills associated with the needs and requirements of the
labor market, have their roots in the constructivist study of educational practices.

There is a need for an integrated and unified approach, at the level of a
multidisciplinary team, thus developing ideal opportunities for the development of specific
patient care documents, useful to all professionals involved in this process. This goal
supports the urgent need for coordination, production and delivery of quality educational
documents and resources, based on concrete evidence. The approaches described above
find their meaning and importance in the conditions of dissemination of results at the level
of the multidisciplinary team, thus catalyzing the efforts towards the continuous
development of professional skills in the field of patient care.

This idea supports the specificity of the meaning of sustainability, as we find it
described in the literature: sustainability is materialized when it is maintained beyond a
certain time and place (Moore et al., 2017; Pluye et al., 2004; Shelton and et al., 2018;
Tricco et al., 2015; Yang et al., 2010).

5. Conclusions

Educational initiatives can lead to the development of sustainable strategies and
frameworks, with a role in effectively addressing social inequalities related to health and,
implicitly, education.

In order to develop regional development strategies and policies aimed at
integrating the social inequalities found in the field of health education, it is necessary:

e reviewing educational objectives, through a reorientation of the intervention
towards the formation of professional skills and the implementation of new educational
acquisitions, in interaction with direct and indirect beneficiaries (patients, relatives, own
family etc.);
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e maintaining a transparent, continuous and fluent communication between the
actors actively involved in the organization, development and implementation of
educational programs;

e compatibility of educational programs with current needs in the education
system vs. health, calibrating the effectiveness of treatment-type intervention;

e prevention of risks by educational organizations through the development of
sustainable action research programs;

e achieving a certain level of stabilization of the organizational resources actively
involved in the development of sustainable education programs (trained teachers, access to
funding, endowment with teaching aids and tools, training and continuing education);

e sharing educational artifacts that may occur at the level of educational
organization / respectively at the level of research program;

e initiating and carrying out events / interventions - treatment specific to the
process of implementing sustainable education programs;

o standardization of the rules regarding research programs, by issuing appropriate
policies at state level, respectively at the level of educational organization;

e balancing the relationship between the costs associated with research programs
and the rewards that may adequately motivate the actors actively involved in sustainable
education programs.

For a constant anchoring of educational needs to the current conditions of economic
development, it is necessary to support lifelong learning, perpetuating the correlation
between the education system and social requirements. In this way, education becomes an
adoptive lever, by adapting the content and training of future health educators, for a proper
insertion in the labor market.

The decision makers involved in implementing an innovation have to face the final
challenge in planning for when the implementation phase is completed. Clearly, not all
innovations need to be continued, as circumstances, people, situations and problems
change. Moreover, an assessment of effectiveness may find that an innovation does not
operate outside of specific controlled conditions. However, the pursuit of innovation must
become a primary goal if reality shows that it meets the needs of a target population.

Thus, sustainability seems to be a multidimensional concept of the process of
continuation and the term includes a variety of forms that this process can take.
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Abstract: The present article aims to present the analysis of the financial performance of the
clothing industry in Romania through the economic value added or opportunity cost, as it is also called in the
specialized literature. We consider the model as a topical and dynamic one because it takes into account
financial data in order to measure performance and improve the future financial situation. The factors of
economic value added have strong links in the productivity process of the company, so that they can be
considered as basic elements in the efficiency of the managerial decisions and the increase of the
performance. The results of the study undertaken on the analysis of the performance with the help of the
economic value added are favorable, which means that the cause-effect relationship between the foundation
of the best managerial decisions and the increase of the economic value added.

Key words: economic value added, clothing industry, result of operating activities, Cost of invested
capital.
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1. Introduction

The management of the basic activity of the Romanian clothing industry is
characterized by the ways of organizing the production in an efficient and effective way. It
is materialized in the industry studied by series production and lohn type production, which
can generate commercial contracts, in the form of processing contracts on orders or in lohn
type regime.

The manufacture of a relatively large nomenclature of products periodically or in
manufacturing batches of different sizes: small, medium or large is a feature of serial
production (www.service-winmentor.ro). Within this type of production, the degree of
specialization of the jobs that the companies offer is lower, compared to mass production
and even different depending on the size of the manufacturing lots.

By turning the attention to the production of clothings by lohn, by a definition
given by professor Alexandru Puiu (Puiu, 2003, p. 55), it turns out that processing in lohn
system consists of an "international economic deal carried out on a contractual basis
between two companies from different countries. in which one executes against a
remuneration in money or in kind, of a custom product, made according to the models,
drawings, usually with the raw materials and materials of the other company, which retains
the right to market the respective product, under its own brand."

From the analysis of the economic performance resulting from the conclusion of a
lohn contract, we can find certain advantages, both to the producer (performer) and to the
beneficiary. The manufacturer, by executing the production in the lohn, can maintain the
volume of the production, even if he does not have from his own sources of raw materials
and materials for the realization of the finished product, but has the possibility to use his
own techniques of manufacturing the products, because the beneficiary is interested only in
the finished product. On the other hand, the benefit of the beneficiary from the conclusion
of the contact in the lohn, appears due to its opportunity to increase the volume of the
business without having to invest in the actual production, because it has the possibility to
use the production capacity and labor force of the executor. In this way one can only deal
with the sale of clothing, managing to obtain more favorable economic results.
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The economic performance is influenced in the clothing industry in Romania and
by the place of activity. In most cases, the activity is carried out in rented spaces, where
only the rent is required, thus exempting the financial resources necessary for investments
in own constructions. The low specialized personnel who work in the companies in the
clothing industry have a negative influence on the economic performance due to the need
for qualification in the workplace, which leads to the increase of the operating cost.

In addition, the economic performance and its implications in the managerial
product of the clothing industry is influenced by the flexibility of the production, which
expresses "the capacity of the production system within it, to react to the unforeseen events
that require the modification of the products offered on the market, the identification of the
nature of the products used. and / or the volume of the request”" (Barbulescu and Bagu,
2002, p. 62).

We consider that the particularities of the economic performance in the Romanian
clothing industry, due to the activities of manufacturing the clothings, require modern
models of analysis and based on economic value added.

2. Literature Review

Economic Value Added - EVA, has ancient origins and was first discovered by
Hamilton in 1877 and Marshall in 1890 (Petrescu and Apostol, 2009, p. 118). Hamilton
and Marshall have shown in their research that a company is able to make a profit if it
manages to make a bigger profit than its expenses and debts.

The researches in the analysis of the added value of the economy continued a
century later when in 1961 appeared the work "Dividend Policy, Growth and the Valuation
of Shares" written by Franco Modigliani and Merton Miller (1961, pp. 411-433), through
which have shown that investment decisions are the main way to increase the value of
companies and the price of shares.

However, the economic value added becomes popular only in 1991 with the
emergence of the consulting firm Stern Steward Management Service in the United States
of America (Henryani and Kusumastuti, 2013, p. 173).

The various research studies that discuss the economic value added (Trandafir,
2015, p. 37; Lin and Zhilin, 2008, p. 66; Sabol and Sverer, 2017, p. 21; Van der Poll,
Booyse, Pienaar, Biichner and Foot, 2011, p. 123) considers that its role is to measure the
financial performance achieved by a company and involves all available resources.
Continuing to define the added economic value we can say that it is given by the
researchers Bernard Morard and Florentina Olivia Balu (2009, p. 2) who considers that the
added economic value is a business tool, which, if used correctly, helps to improve the
company's performance and produces higher returns to stakeholders.

The Romanian professor Niculai Tabara together with Roxana Manuela Dicu
(2007, p. 373) considers that the economic value added a financial management tool with
which to take restraint measures regarding the company's strategy or even the guidelines,
therefore it can be considered an indicator for measuring the overall performance at the
company level.

In another opinion, Joel Stern, John Shiely and Irwin Ross (2001) believe that
economic value added is not just a measure of financial performance, but an important part
of the integrated financial management system, which leads to decision making. optimal as
a result of a thorough analysis.

It is considered that the economic value added would have as main advantages the
following (Daraban, 2017, p. 170; Berber, Pascula and Radosevic, 2012, pp. 83-84):

e encourages long-term thinking at all levels of the company, changing the mentality
of managers and employees in analyzing and measuring financial performance;

Volume 7, Issue 2/2022 | Vol. 7, Nr. 2/2022

18



ISSN 2537 — 4222 The Journal Contemporary Economy
ISSN-L 2537 — 4222 Revista Economia Contemporand

e contributes to improving the decision-making of stakeholders by the stakeholders,
as a result of an efficient and effective analysis;

e the analysis of the added economic value presents as the main element - the cost of
capital. When the company is analyzed on the basis of the classical indicators, they
appear to be profitable, although in reality they are not, therefore the added
economic value will correct the errors that have appeared, unless the managers
already use their own capital, in which case the tests are in vain;

e helps improve the performance of stocks and also adds more informational content
to explain the profitability of stocks.

According to the study undertaken by Zhen-Jia-Liu (2018, p. 305), the economic
value added is used for the economic value evaluation, the evaluation of the funds, the
efficient allocation of resources and implies the use of adjustment elements to reflect the
economic value of a company. At the same time, the economic value added is considered
to be the only criterion that calculates the value of the company in real terms.

3. Research methodology

Based on the opinion of Narcyz Roztocki and Kim LaScola Needy (1999, pp. 2-4)
determining the economic value added, it can be done in the following stages: Stage 1 -
Examination of the financial data of the company, Stage 2 - Identification of the company
capital, Stage 3 - Determining the result from the operational activity, Step 4 - Determining
the cost of the invested capital, Step 5 - Determining the actual economic value added.

The most widely used method found in the literature (Grant, 2003, p. 5; Sharma
and Kumar, 2010, p. 201; Kramer and Peters, 2001, p. 41), in order to determine the
economic value added it is based on the calculation of the economic profit, as part of the
Result from the operational activity that can be determined over a certain period of time,
from which it is necessary to reduce the Cost of invested capital:

EVA = RAO - CCI (1)

Therefore we can say that the EVA determination consists of two separate but
related stages. The result from the operational activity is an indicator that can be found in
the Income Statement, therefore it does not present problems in the determination. The
problem, however, arises when determining the Cost of the invested capital that can be
calculated by multiplying the Capital invested and the Weighted average Cost of the
capital:

EVA = RAO - (IC x CMPC) )

Professor Vasile Burja (2013, pp. 516-517) shows that by discovering the formula,
the calculation relation of the economic value added becomes in these cases:

EVA= (% - CMPC) x IC

&)

By analyzing formula (3), the presence of the Return rate of the invested capital is
ascertained, and following the deduction of the Cost of the invested capital it is obtained
which shows the increase of the profitability produced by the operational activity of the
Capital invested. Under these conditions, the economic value updated becomes:
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EVA = (ROIC - CMPC) x IC 4)
In order to establish the significance of the variables according to which the
economic value added (EVA) of formula (1) and (4) is determined, we present the table 1
with their calculation method:

Table 1. Factors specific to economic value added

Indicator Calculation formula Explanation
Result  from  the Reflects the size of the profit or
operational  activity RAO =VO - ChO los§ 'resul.tlng frpm the. basic
(RAO) activity, disregarding the interest
and taxes recorded
Capital invested (IC) IC = Cp + DTS + DTL Reflects the amount of equity and
payment obligations
Weighted  average CMPC = (C_p ) x COP+ Reﬂects the discount rate as a
¢ of  capital i weighted average presented at
C((;?\/[P C P DIS+DTL . ony 01 - market value, specifying the costs
( ) ¢ I ) x x(l-kp) for all financing sources
Rate of return on R Reflects the performance and
invested capital ROIC = e efficiency of the investments
(ROIC) made by the stakeholders
Cost  of  capital Reflects the recovery rate used in
invested (CCI) p CCI =1Cx CMPC the allocation of capital resources
invested

Source: Burja, V., 2013. Economic Value Added and Stakeholders’ Interests. Annals of
Faculty of Economics, University of Oradea, Faculty of Economics, 1(2), pp. 515-517.

where: VO - Operating income

ChO - Operational expenses

Cp - Equity

DTS - Short-term debt

DTL - Long-term debt

CCP - Cost of equity

CD - Cost of debts

Ip - Income tax
Rn - Net result for the financial year

The factors of influence of the added economic value can be presented as follows
and by a synoptic diagram:
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Figure 1. Factors of influence of the economic value added
Source: Own processing

The measurement of the causal relation between the economic value added and the
influence factors, is made on the basis of the factorial analysis. Therefore, the factors that
influence the change of the economic value added are divided into two categories (Burja,
2009, p. 330):

A. The influence of the invested capital
AEVA(IC) = AIC x (ROICy - CMPCy)
B. The influence of debt on the return on invested capital (IROIC)
AEVA(IROIC) = IC; x [(ROIC; - CMPC) - (ROIC; - CMPCy)]
B.1. The influence of the average cost of the invested capital
AEVA(CMPC) = -IC; x ACMPC
B.2. The influence of the return on invested capital
AEVA(ROIC) = IC; x AROIC

In order to present from a practical perspective how to determine the added
economic value, we have chosen to study it at CONF Ltd. - the fictitious name of the
company, in order to protect its identity. However, we mention that the company data is
real, as it is active in the Romanian clothing industry and having CAEN - 1413 -
Manufacture of other clothings (excluding underwear).

4. Results and Discussion

Using the data provided by CONF Ltd. in the following we present an empirical
study to determine the economic value added, for which we have as analysis period the
period 2014-2020. In order to illustrate in a detailed manner the size of the main economic-
financial indicators that influence the added economic value, present table 2:
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Table 2. The level of economic and financial indicators at CONF Ltd.

Indicator Year

symbol UM. 2014 2015 2016 2017 2018 2019 2020
VO lei 41,870,946 | 36,235,389 | 38,372,171 | 32,855,138 | 32,441,245 | 37,706,603 | 38,352,081
ChO lei 36,616,229 | 33,555,040 | 35,256,287 | 32,754,849 | 30,785,662 | 36,076,600 | 37,716,963
Cp lei 8,587,267 | 8,793,858 9,193,284 7,140,654 | 7,946,399 8,799,795 8,906,532
CCp % 5.12 5.39 6.22 4.58 4.86 5.42 5.79
DTS lei 8,661,424 | 9,207,237 5,236,106 6,036,964 | 7,024,288 8,964,762 | 5,786,473
DTL lei 0 0 4,812,876 1,026,106 407,393 100,000 100,000
ChD lei 68,381 19,659 38,856 73,999 177,084 206,566 174,784
CD % 4.98 2.01 2.94 5.39 12.04 16.48 11.92
Ip lei 845,432 478,811 555,360 69,203 217,651 247,569 168,521
IC lei 17,248,691 | 18,001,095 | 19,242,266 | 14,203,724 | 15,378,080 | 17,864,557 | 14,793,005
CMPC % -21,136 -4,918.80 -8,522.30 -1,849.80 -12,655 -20,691 -7,985.10

Source: Own processing based on the financial statements of CONF Ltd.
where: ChD - Interest expenses

Following the analysis, we can observe an oscillating evolution both in the level of
the operating income, the operational expenses, as well as the own capital. However, if we
analyze the base period with the reference period, we find that the operating revenues
decreased by 3,518,865 lei as a result of the increase of the operating expenses. We believe
that the registered situation appeared due to the increase of productivity at CONF Ltd.
from 2014 to 2020. The cost of equity and debt was estimated taking into account the asset
valuation model - CAPM (Raquel Fonseca, 2017), using data from the financial market
during the analysis period. We observe oscillating values of the capital invested in CONF
Ltd. which means that it would be necessary to identify some methods that will lead to the
increase of the own capital and the reduction of the debts regardless of their nature.
Regarding the weighted average cost of capital, a negative percentage is observed from
2014 to 2020, which means that a sufficiently large amount has not been allocated for the
financing or investment costs.

Using the financial data presented in the table 3, we determine the economic value
added to the commercial company that studies the case obstruction for a period of 7 years:

Table 3. Determining the economic value added to CONF Ltd.

-lei-

Indicator Year

symbol 2014 2015 2016 2017 2018 2019 2020
CA 41,605,777 35,868,808 37,862,316 27.400.123 32,209,106 32,670,478 35,968,623
ROIC 0.50 0.25 0.27 0.12 0.10 0.89 0.21
RAO 5,254,717 2.680.349 3,115,884 100,289 1,655,583 1,630,003 635,118
CCI -364,568,332,976 -88,543,786,086 -163,988,363,532 -26,274,048,655 -194,609,602,400 -369,635,548,887 -118,123,624,226
EVA 364,573,587,693 88,546,466,435 163,991,479,416 26,274,148,944 194,611,257,983 369,637,178,890 118,124,259,344

Source: Own processing based on Table 2
where: CA - Net turnover

We can see that the economic value added has values over 0 in all the 7 years
analyzed, therefore we can say that the situation registered by CONF Ltd. is a favorable
one. The net turnover of the trading company registered the highest value at the beginning
of the analysis period, after which its fluctuations are observed as a result of the revenues
from the sale of goods that were lower. However, stakeholders can be completely satisfied
because the financial results of the company are positive and therefore the results of the
economic value added can help them in analyzing and making investment decisions.
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Comparing the economic value added with the operating profit registered by CONF Ltd.
we observe a big difference equal to 118,123,624,226 lei in 2020, thus we can say that the
analysis of the economic value added expresses the real situation from the perspective of
the financial return to the company that is the object of the case study. The cost of the
invested capital presents negative values from 2014 to 2020 which means that CONF Ltd.
it does not involve the cost of not investing capital in other investments, but hopes to
obtain higher incomes in the future. We believe that from the financial perspective the
analyzed company is profitable, although the result from the operational activity decreased
from the reference period compared with the basic one by 4,619,599 lei. The rate of return
on invested capital decreased from 2014 to 2018, followed by an increase in 2019, which
demonstrates a better return on invested capital. Therefore, we believe that for CONF Ltd.,
economic value added helps to sensitize those responsible with the operative activities
regarding the global cost to the resources of financial nature made available.

As a result of determining the economic value added, we consider it appropriate to
present the deviations of the specific factors of the economic value added in the table 4 in
order to provide an overview of the factors of the presented model:

Table 4. The deviation of the specific factors of economic value added (£)

23

-lei-
Factor Year
symbol 2015/2014 2016/2015 2017/2016 2018/2017 2019/2018 20202019
RAO 2,574,368 435.35 -3,015,595 1,555,294 25,580 994,885
CCI 276,024,546,890 | -75,444,577,446 137.714,314,877 | -168,335,553,745 | -175,025,946,487 | 251.511,924.,662
EVA -276,027,121,258 75,445,012,981 | -137,717,330,472 168,337,109,039 175,025,920,907 | -251,512,919,547

Source: Own processing based on Table 3

At first view, a fluctuating evolution of the specific factors of the economic value
added can be observed. The result from the operational activity determined according to
those presented in the previous section presents positive values in 3 of the analyzed periods
and negative in the rest of the periods. So we can say that, CONF Ltd. in the period where
the obtained values are positive they present a profit as a result of the clothing production
activities. We consider it appropriate to analyze in detail the periods in which there is a
loss from the operational activity, in order to identify precisely the causes that led to the
existence of the operational expenses, over the size of the operating income. Regarding the
cost of the invested capital, the recorded situation is approximately identical to that of the
result from the operational activity, in the sense that some periods have positive values and
the other negative values. We tend to believe that the analyzed trading company aims to
restrict investments on assets that produce a higher return than the cost of invested capital.
On the other hand, regarding the analysis of the deviation of the economic value added
during the years 2014-2020, it notes that CONF Ltd. it presents negative values in three
periods, which means that it records performance below the expected level, so that it fails
to create value for the stakeholders.

In order to observe the mode of action of the factors that influenced the change of
the economic value added to CONF Ltd., we present in detail the analysis in table 5:
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Table 5. The influence of the specific factors of economic value added to CONF Ltd.
-lei-
Year
Influences
symbol 2015/2014 2016/2015 2017/2016 20182017 2019/2018 20202019
AEVA(IC) 15,903,187,146 6,105,382,208 -42,941,326,893 2,172,464,652 31,466,625,029 -63,556,216,113
AEVA(IROIC) 291,931,858,107.75 | 69,339,890,376.32 | 94,776,478,948.60 | 166,162,983,966.72 | 143,573,621,593.80 | 187,968,501,472.90
AEVA(CMPC) -291,927,357,834 69,339,505,531 -94,774,348,390 166,163,230,016 143,559,580,052 -187,958,442,230
AEVA(ROIC) 4,500,274 384.845 2,130,559 246,049 14,041,542 10,059,243

Source: Own processing based on Table 3 and 4

From the analysis of the influence of the specific factors of the economic value
added, the positive influence of all the factors is observed, only in the period 2016/2015
and 2019/2018. The influence of the cost of capital during the analysis periods illustrates
increases and decreases in significant values, which are both positive and negative. We
consider that this fact arises as a result of the debts that the analyzed company has during
the analyzed period because it made some investments in order to modernize the work
equipment. Regarding the influence of the degree of indebtedness on the return of the
invested capital, it can be observed that in its turn it was affected in some periods by the
average cost of the invested capital and the return on the invested capital. Therefore, we
believe that the performance analysis by determining the indicator - economic value added,
manages to meet the practical needs of the CONF Ltd., with the help of which new
arguments can be established in order to establish the methods of increasing the financial
performance.

5. Conclusions

Therefore, we have concluded that adding value within a company is the main
objective of its operation, which tries to help satisfy the interests of the stakeholders.
Following the reality research we have come to say that in order to achieve economic value
added or created, it is necessary to properly manage the available resources so as to create
a return on the invested capital, which is higher than the cost of the invested capital.

We consider the approach and debate of the financial performance analysis model
based on the economic value created, as it represents a novelty in the economic perspective
of the Romanian clothing industry.

The results of the empirical analysis are beneficial in presenting the image of the
financial performance of the company, which according to the data presented by
determining the economic value added is positive. From the analysis of the 7 years, we
find that the year 2019 is the most beneficial after determining the economic value added
because the lowest level of the cost of the invested capital is observed. The situation would
have been even more beneficial if there had been a profit from the larger operational
activity. However, there were in some period of the analysis presented some factors of
influence of the economic value added that registered negative values, so the most suitable
for CONF Ltd. it would be to try to reduce the cost of own capital as much as possible and
to increase the size of the return on invested capital. In this way, the described trading
company would be able to optimize its financial situation by maximizing the profit, which
would allow to increase the company's performance.

We appreciate that all companies in the Romanian clothing industry should succeed
in identifying methods that help maximize the economic value added by reorienting them
to profitable activities. This mode would represent a rational investment strategy for
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shareholders, who will always choose investment projects that contribute significantly to
increasing the economic value added. However, regarding the limitation of the model, we
believe that the economic value added is an abstract indicator expressed in absolute
figures, which allows it to be difficult to compare between multiple companies.

Finally, we believe that the indicator - economic value added plays an important

role in companies because it helps to streamline the production process, make managerial
decisions, as well as increase financial performance.

10.

11.

12.

13.

14.

15.

16.

References:

. Bérbulescu, C. and Bagu, C., 2002, Managementul productiei. Vol. I-1I. Bucuresti:

Tribuna Economica Publishing.

Berber, N., Pascula, M. and Radosevic, M., 2012. Economic Value Added in
Function of Determining Incentive Compensation Systems. Journal of Engineering
Management and Competitiveness, 2(2), pp. 81-86.

. Burja, C., 2009, Analiza economico-financiard. Aspecte metodologice si aplicatii

practice. Cluj-Napoca: Casa Cartilor de Stiintd Publishing.

Burja, V., 2013. Economic Value Added and Stakeholders’ Interests. Annals of
Faculty of Economics, University of Oradea, Faculty of Economics, 1(2), pp. 512-
522.

Classification of Activities in the National Economy, Code CAEN, Item /4173 -
Fabricarea altor articole de imbracaminte (exclusiv lenjeria de corp), 2020, Rev.
2.

Daraban, M.C., 2017. Economic Value Added — A General Review of the Concept.
“Ovidius” University Annals, Economic Sciences Series, Vol. XVII, No. 1, pp.
168-173.

Fonseca, R., 2017. Capital Asset Pricing Model—A Structured Robust Approach.
In: Sforza, A., Sterle, C. (eds) Optimization and Decision Science: Methodologies
and Applications. ODS, Springer Proceedings in Mathematics & Statistics, Vol
217, Springer, Cham.

Grant, J., 2003, Foundations of Economic Value Added. 2nd Edition. New Jersey:
John Wiley &Sons Inc. Publishing.

Henryani, F.F. and Kusumastuti, R., 2013. Analysis of Owership Structure Effect
on Economic Value Added. International Journal of Administrative Science &
Organization, 20(3).

Kramer, J.K. and Peters, J.R., 2001. An Interindustry Analysis of Economic Value
Added as a Proxy for Market Value Added. Journal of Applied Finance, 11(2).

Lin, C. and Zhilin, Q., 2008. What influence the company’s Economic Value
Added? Management Science and Engineering Journal, 2(1).

Liu, Z.J., 2018. Earings Management and Eonomic Value Added in China, African
and Latinamerican Markes: A Study of Logistics Model, Support Vector Machines
and Rough Set Theory. Journal of Economics, Finance and Accounting, 5(3).
Modigliani, F. and Miller, M., 1961. Dividend Policy, Growth and the Valuation of
Shares. The Journal of Business, 34(4).

Morard, B. and Balu, F.O., 2009. Developing a Practical Model for Calculating the
Economic Value Added. Journal of Economic Computation and Economic
Cybernetics Studies and Research, 3(3).

Petrescu, S. and Apostol, C., 2009. Value Creation Analysis. Economic Value
Added. Theoretical and Applied Economics, 5(5), pp. 118-123.

Puiu, A., 2003. Management international. Pitesti : Ed. Independenta Economica.

Volume 7, Issue 2/2022 | Vol. 7, Nr. 2/2022

25



ISSN 2537 — 4222 The Journal Contemporary Economy
ISSN-L 2537 — 4222 Revista Economia Contemporand

17.

18.

19.

20.

21.

22.

23.

24.

Roztocki, N. and LaScola, K., 1999. EVA for Small Manufacturing Companies,
Society for Advancement of Management (SAM). International Management
Conference, Las Vegas.

Sabol, A. and Sverer, F., 2017. A Review of the Economic Value added Literature
and Application. UTMS Journal of Economics, Special Issue, 8(1).

Sharma, A. and Kumar, S., 2010. Economic Value Added (EVA) - Literature
Review and Relevant Issues. International Journal of Economics and Finance,
2(2).

Soft Consulting WinMENTOR, 2022. Productie in serie. [online] Available at:
<www.service-winmentor.ro> [Accessed 18 January 2022].

Stern, J., Shiely, J. and Ross, 1., 2001. The EVA Challenge: Implementing Value
Added Change in an Organization. John Wiley & Sons.

Tabara, N. and Dicu, R.M., 2018. Indicatori de performantd in contextul
reglementarilor contabile internationale. EIRP Proceedings, Danubius University,
Constanta, No. 2.

Trandafir, R.A., 2015. The Economic Value Added (EVA) - A Measurement
indicator of the Value Creation within a company from the Romanian Seaside
Hotel Industry. Annals of the "Constantin Brdancugi” University of Targu Jiu,
Economy Series, 1(1).

Van der Poll, H., Booyse, N., Pienaar, A.J., Biichner, S. and Foot, J., 2011. An
overview of the implementation of Economic Value Added (EVA™) performance
measures in South Africa. Southern African Business Review, 15(3).

Volume 7, Issue 2/2022 | Vol. 7, Nr. 2/2022

26



ISSN 2537 — 4222 The Journal Contemporary Economy
ISSN-L 2537 — 4222 Revista Economia Contemporand

UNSUSTAINABILITY OF ECONOMIC AND BUSINESS MODELS IN
THE CONTEXT OF COVID-19

Ph.D. Senior Researcher, Gabriela PICIU
Financial and Monetary Research Center ,,Victor Slavescu”, Bucharest, Romania
E-mail: gabriela_piciu@yahoo.com

Abstract: The impact of the Coronavirus pandemic on companies has highlighted the need to
transform traditional supply chain models, their vulnerabilities, especially those that are highly dependent on
raw materials or finished products in areas severely affected by the pandemic. The purpose of the article is to
assess the negative impact of the COVID-19 pandemic, as well as the policies adopted to combat it, with a
focus on the global supply chain and international trade. In this context, the pressure to which the elements
of global supply chains and demand have been subjected has triggered a cross-border economic disaster due
to their interconnection. Thus, this article proposes the adoption of the circular economy as a sustainable
and innovative economic model, which can be used to decouple economic growth from resource
consumption, waste management and create added value.
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1. Introduction

The outbreak of the COVID -19 pandemic has led to the identification that various
economic, public health, cybernetic, etc. systems, whose complexity and interdependence
are high, become vulnerable due to their widespread use and record an irreversible and
cascading failure. With the aim of achieving maximum efficiency, the design of these
systems has neglected resistance to disruptions, the shocks of which may leave countries in
a weak position. More specifically, the concentration of industrial capacity and economic
activity in smaller and more efficient sectors, up to the international level, has produced
extremely profitable but fragile supply chains and economic exchanges whose disruptions
could have mature effects in unexpected areas.

The Covid-19 pandemic declared by the World Health Organization (WHO) on
March 11, 2020, has spread rapidly in dozens of countries, and has led us to understand
that we are part of a complex system of environmental, socio-political systems. and
economic that we must constantly reconfigure.generated by the non-financial business
sector.

2. Literature review

A whole series of authors Baker et al., 2020; Basilaia and Kvavadze, 2020;
Devakumar et al., 2020; Kraemer et al., 2020; Thunstrom et al., 2020; Toquero, 2020)
showed that the effects of the pandemic ranged from a severe contraction in GDP in many
countries to multidimensional environmental and social problems. In many respects, socio-
economic activities have stopped because many countries have been quarantined; borders
have been closed, car / air industry, production and tourism have been paralyzed.

The COVID-19 pandemic has distorted the world's operational assumptions,
revealing the lack of resilience of the dominant economic model to respond to shocks and
crises (Pinner et al., 2020). She highlighted the weakness of over-centralization of complex
global supply and production chain networks and the fragility of global economies, while
highlighting the weak links between industries (Fernandes, 2020; Guan et al., 2020; Sarkis
et al., 2020). This has had a direct impact on employment and increased the risk of food
insecurity for millions of people due to roadblocks and border restrictions.

The socio-economic impact of the COVID-19 pandemic will be felt for a long time,
and how severe and prolonged the recession will be depends on the depth of its socio-
economic implications. The IMF (2020) reported that in an unprecedented circumstance
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(except for the Great Depression), all economies, including developed, emerging and even
developing, are likely to experience a recession. In the World Economic Outlook of April
2021, the IMF reversed its early forecast of global economic growth from 3.3% to -3%, an
unusual downgrade of 6.3% over three months. This makes the pandemic a global
economic shock that cannot be compared to any other since the Great Depression.

The cumulative loss of GDP in 2022 due to the COVID-19 pandemic could be
around $ 9 trillion, coupled with massive job losses and excessive income inequality,
global poverty is likely to rise for the first time since 1998 (Mabhler et al., 2020). It is
estimated that approximately 49 million people could be pushed into extreme poverty due
to the COVID-19 pandemic.

The United Nations Department of Economic and Social Affairs has concluded that
the COVID-19 pandemic may also increase exclusion, inequality, discrimination and
global unemployment in the medium and long term if not properly addressed using the
most effective policy tools. The adoption of detailed universal social protection systems as
a form of automatic stabilizers can play a long-term role in alleviating the prevalence of
poverty and protecting workers (UN DESA, 2020).

3. The impact of the Covid-19 crisis on supply chains

The pandemic crisis has put pressure on the elements of global supply chains and
demand, triggering a cross-border economic disaster due to the highly interconnected
world. The concentration of industrial capacity and economic activity in smaller and more
efficient sectors, up to the international level, has produced extremely profitable but fragile
supply chains and economic exchanges whose disruptions could have major effects in
unexpected areas. Countries with a 65% share of global production and exports (eg China,
USA, Korea, Japan, France, Italy and the United Kingdom) were found to be the hardest
hit by the pandemic. Also, as a result of the psychological impact of the pandemic due to
uncertainties at the national level (for example, for limited equipment) and at the individual
level (for example, for everyday consumer products), it was bought in a panic.

In both cases, the fragility, profitability and unsustainability of the existing supply
chain model were exposed. Difficult access to goods and services are also good reasons for
reassessing economic models.

Based on an analysis by the US Institute of Supply Management, 75% of companies
reported disruptions in their supply chain, triggering crises that stemmed from a lack of
understanding and flexibility of several elements of their global supply chain, such as and
the lack of diversification in strategies. These disruptions affect both the exporting
countries due to the lack of production for their local companies and the importing
countries due to the unavailability of the procurement of raw materials. A first
consequence of this is a significant decrease in the production of that country, region or
city, which becomes a restricted area to supply anything other than essential products such
as food and medicine.

This is due to the side effect of increasing China's dominance and importance in the
global supply chain in the economy. As a result of the COVID-19 pandemic, the World
Trade Organization (WTO) has estimated a 32% drop in global trade. For example, global
trade has declined sharply due to declining imports from China and the subsequent decline
in global economic activity, which is also reflected in global trade, which has fallen to
more than 4%, contracting only for the second time since the middle of the year. 1980
(McKenzie, 2020). In Figure no 1 is a representation of the impact of the pandemic on
global supply chains, based on different waves and levels of risk. Based on the difference
between the supply delivery times subindex and the supply delivery times based on
manufacturing output subindex.
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Figure no. 1. The impact of the pandemic on global supply chains
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Disruptions in their supply chain have triggered crises in their global supply chain,
but there have also been declines in energy consumption, increases in air quality, a
reduction in ambient noise and the consumption of raw materials. Thus, there have been
significant decreases in energy consumption, for example in EU member states. (Figure 2).
These reductions are beneficial for both the environment and human health.

Figure no 2: Weekly electricity net generation in the European Union, 2015-
2019 range compared with 2020
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4. Ways to achieve decisive and fundamental structural changes in the current
model of global economic growth
Rethinking the current model of global economic growth and moving from a
system of linear economy and sustained by processes of profit generation and energy
consumption, to a more sustainable model, recalibrated in the framework of the circular
economy (EC), which plays multiple roles: decoupling economic growth from resource
consumption, waste management and wealth creation was considered the best viable
solution.
In Table no. 1 presents ways to move to a circular and viable economy, in the
main sectors of activity.

Table no. 1: Ways to move to a circular and viable economy, in the main sectors of
activity

Sector Measure

Expand and modernise grids

Accelerate the growth of wind and solar PV
Maintain the role of hydro and nuclear power
Electricity Manage gas- and coal-fired power generation

New vehicles
Expand high-speed rail networks
Transport Improve urban infrastructure

Retrofit existing buildings and more efficient new constructions
More efficient and connected household appliances
Buildings Improve access to clean cooking

Improve energy efficiency and increase electrification
Industry Expand waste and material recycling

Reduce methane emissions from oil and gas operations
Reform fossil fuel subsidies

Fuels Support and expand the use of biofuels
Hydrogen technologies

Strategic opportunities | Batteries

in technology | Small modular nuclear reactors

innovation Carbon capture, utilisation and storage

Consequently, in order to achieve a climate-neutral, resource-efficient, resource-
efficient and waste-reducing circular economy, it is necessary to establish principles of
sustainability and other appropriate ways to address the following issues:

* improving the sustainability of products and the potential for reuse, updating and repair,
controlling the presence of hazardous chemicals in products and increasing the efficiency
of products in terms of energy consumption and resource use;

* increasing the content of recycled materials in products, while ensuring their performance
and safety;
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* ensuring that products can be remanufactured and recycled at a high quality level;
» reducing the carbon footprint and the environmental footprint;
» restricting disposable products and combating premature obsolescence;
» the introduction of a ban on the destruction of durable goods that have not been sold;
» stimulating "product-as-a-service" business models or other models in which
manufacturers retain ownership of the product or are responsible for its operation
throughout the entire product life cycle;
* mobilizing the potential for digitization of product information, including solutions such
as passports, labels and digital watermarks;
» rewarding products based on their sustainability performance, including providing
incentives for high levels of performance.

Priority will be given to electronic products, ICT products, textiles and
intermediate products with a high environmental impact and high circularity potential, such
as steel, cement and chemicals.

5. Conclusions

The Covid-19 pandemic crisis has shown how important it is to maintain resource
reserves, given the interdependence of economies and social systems.

An integrative, circular economy helps to identify the key factors in the interactions
and dynamics of the economic, social and environmental mix. Thus, the importance of the
system's resistance to a variety of shocks and stresses allows the systems to regain lost
functionality and adapt to new conditions.

Thus, there is a need for structural change, an acceleration of the transition to a
circular economy, because the dependence on globalization and economic growth, ways of
green investment and sustainable development are no longer considered viable solutions.
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profitable companies operating in Romania in the period 2017-2020. To reach these objectives the authors
used a quantitative research methodology based on secondary data research. The results of the paper show
the existence of strong competition among Romanian and foreign companies for economic supremacy in
terms of profit.
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1. Introduction

Signed in 1939, the Ribbentrop-Molotov pact had tremendous effects on European
history. Several countries suffered the loss of territories, such as Poland and Romania
(Gross, 1989). The end of the Second World War consecrated the clear distinction between
two separate economic systems and political regimes: capitalism and communism. The
communist system was seen as “an exchange process between two partners: the communist
leaders and the people” (Yong, 1992). It provided few of the main civil liberties (e.g., an
independent press, free speech) specific to the capitalist system but offered its citizens a
rather high level of social welfare (White, 1986).

In Central and Eastern Europe (CEE), the populations of several countries (e.g.,
Poland, Romania, Hungary, Czechoslovakia) were constrained to live behind the so-called
“Iron Curtain” (Naimark and Gibianskii, 2018). The Union of Soviet Socialist Republics
(USSR) imposed political leadership in all these countries. However, there were different
levels of totalitarianism that held captive significant masses of people in these countries
and specific postwar paths of economic reforms and social modernization (Batt, 1991).

At the end of 1947, the Romanian government led by the communist Petru Groza
forced King Michael of Romania to resign. Soon thereafter a new constitution was adopted
in 1948 and the Romanian People’s Republic was proclaimed. As in the USSR, the
communists took political power and rapidly introduced a totalitarian regime in Romania.
The Romanian Communist Party (RCP) became the single political party in Romania.
Gheorghe Gheorghiu-Dej, appointed the leader of RCP by Joseph Vissarionovich Stalin,
designed and began the implementation of a policy of industrialization and, therefore,
endured later virulent criticism from the part of the USSR (Stanciu, 2013).

In 1965, a new constitution heralded the new name of the country, the Socialist
Republic of Romania. Under Nicolae Ceausescu’s rule, Romania made huge efforts to pass
from an agricultural country to an industrialized one. In this respect, approximately 50% of
the total investments were designated for the industrial sector at the end of the 1970s
(Staar, 1982). The central planning economic system was designed to develop the
industrial base of the Romanian economy as rapid industrialization constituted a strategic
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aim of the communist regime. This is why impressive levels of investment growth were
sustained by the communist regime (Pop, 2006). Thus, “the "command economy" model
proved itself to be a successful vehicle for mobilizing resources for the transformation
from agricultural to industrial society” (Crowther, 1988, p.148).

After the breakdown of the communist regimes in CEE and the fall of the Berlin
Wall the capitalist system became quasi-omnipresent all over the world. However, many
problems arise with regard to restructuring the economy and privatising the state-owned
enterprises in the former communist countries (Williams and Reuten, 1993). The
deteriorating economic situation was inherent in the early stages of the transition to
democratic capitalism (Duch, 1995) and a market economy.

In Romania, the violent collapse of the Ceausescu regime in December 1989
contrasted with the “velvet revolutions” from other countries located in CEE. The process
of consolidating political democracy and creating a market economy proved to be slower
than in other former communist countries. It is said that after the first post-communist
decade Romania found itself “lagging behind other CEE countries in implementing the
reforms necessary to complete the transition from a one-party state and command economy
to a pluralist democracy and a fully functioning market economy” (Light and Phinnemore,
2001, p.5). In its endeavour to overcome significant economic backwardness in
comparison with the Western countries, Romania finally understood the need to follow the
path of privatisation and liberalization. Consequently, private business organizations,
especially small and medium-sized enterprises (SMEs), emerged and developed in various
domains, such as commerce, construction, services and industry. At the end of 1990,
around 100,000 SMEs operated in Romania (Ben-Ner and Montias, 1991) alongside big
companies.

The objectives of the paper are to briefly define the concepts of company and profit
and analyse the evolution of the most profitable companies operating in Romania in the
period 2017-2020. In this view, a quantitative research method was used. The structure of
the paper is as follows. The literature review is illustrated in the next chapter. The third
chapter presents the research methodology. Results and discussion are displayed in the
following chapter. The last part of the paper exhibits the conclusions.

2. Literature review

During the time, the concept of company has gained attention from a plethora of
people such as researchers and practitioners. It has emerged a long time ago and been
studied from various perspectives. Without an agreed-upon definition, the company is:

. “a form of organizing a business, with a legal personality distinct from the
individuals taking part in it” (Black, 1997, p.69).

o “a business organization, a group of people organised to buy, sell or provide
a service, usually for profit” (Collin, 2006, p.73).

. “a formal business enterprise that is set up to make a profit” (US AG 24,
2008, p.11).

. “a corporate enterprise that has a legal identity separate from that of its

members; it operates as one single unit, in the success of which all the
members participate” (Law, 2016, p.1).

o “the legal entity that is used when people set up a business” (British
Council, 2019, p.1).
. “a legal entity formed by a group of individuals to engage in and operate a

business- commercial or industrial- enterprise” that “may be organized in
various ways for tax and financial liability purposes depending on the
corporate law of its jurisdiction” (Kenton, 2021, p.1).
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. ,»an association of persons for carrying on a commercial or industrial
enterprise” (Merriam-Webster Dictionary, 2022a, p.1).
o ,»a business organization that makes, buys, or sells goods or provides

services in exchange for money” (The Britannica Dictionary, 2022a, p.1).
In short, the term “company” is defined in various ways as it seems to be a rather complex
notion. Based on these above-mentioned definitions several of its features may be
underlined as follows:

. As a business organization, a company makes products and/or provides
services, sells or buys them.

. Through the deployment of commercial activities a company makes money
and aims at obtaining profit.

. As an association of people, a company has a legal personality and identity

distinct from that of its members.
In its turn, profit is defined as:

. “the income which accrues to the entrepreneur, i.e. residual left after
payment of all opportunity costs to the inputs he employs” (Bannock et al.,
1977, p.331).

o “an excess of the receipts over the spending of a business during any
period” that “includes (Black, 1997, p.373).

. “money gained from a sale which is more than the money spent on making
the item sold or on providing the service offered” (Collin, 2006, p.318).

° »the excess of returns over expenditure in a transaction or series of

transactions” or ,,the compensation accruing to entrepreneurs for the
assumption of risk in business enterprise as distinguished from wages or
rent” (Merriam-Webster Dictionary, 2022b, p.1)

. ,money that is made in a business, through investing, etc., after all the costs
and expenses are paid: a financial gain” (The Britannica Dictionary, 2022b,
p.1).

In essence, the term “profit” designates the financial gain of a company after the
selling of products and/or services and the payment of all its costs and expenses.

The roots of the market economy appeared in Romania at the beginning of the
1990s. New values and ideas about “privatisation, restructuring, market orientation,
strategic management, individual responsibility and entrepreneurialism” (Kelemen, 1999,
p-200) became predominant (Marinescu and Toma, 2013; Toma et al., 2015; Gradinaru et
al., 2017; Marinescu et al., 2017a; Marinescu et al., 2017b; Tohanean et al., 2018;
Gradinaru et al., 2020a). Inspired by illustrious American businessmen and leaders like
Sam Walton, Larry Page, Jeff Bezos and Mark Elliott Zuckerberg (Toma, 2013; Saseanu et
al., 2014; Toma et al., 2017; Gradinaru et al., 2020b; Catana et al., 2020; Catana et al.,
2021), a plethora of entrepreneurs, from both Romania and abroad, established numerous
businesses in different fields of activity.

The joint-stock companies and limited liability companies are predominant in the
Romanian economy (Toma and Catand, 2022). Alongside the indigenous companies,
several subsidiaries of multinational and transnational corporations are operating within the
Romanian economic landscape. The evolution of the most profitable of them in the period
2017-2020 is analysed in this paper.

3. Research methodology
In order to attain the objectives of the paper, the authors carried out a quantitative
research method through desk research. Thus, they identified, collected, analysed, and
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synthesized diverse information from numerous secondary sources of data, such as articles,
and books found in both electronic databases and libraries.

4. Results and discussion

This chapter of the paper analyses the evolution of the ten most profitable
companies operating in Romania during the period 2017-2020. In 2017, OMV Petrom
dominated the top of the largest companies operating in Romania by profit (Table no. 1).
Located in Bucharest, it is part of the former Osterreichische Mineral6lverwaltung
Aktiengesellschaft (OMV Aktiengesellschaft, renamed OMV in 1995), an Austrian
company established in 1956.

Table no. 1. The ten largest companies operating in Romania by profit in 2017

No. | Company Profit (Mlei)
1 | OMV Petrom 2,399.9
2 | Romgaz 1,854.7
3 | Hidroelectrica 1,359.7
4 | Dedeman 889.1
5 | Continental Automotive Products 697.5
6 | Kaufland Romania 670.3
7 | Transgaz 582.1
8 | Automobile-Dacia 539.1
9 | Rompetrol Rafinare 418.3

10 | Lidl Discount 352.8

Source: Ciriperu, 2019

The above-mentioned ten largest companies operate in different domains as follows:
e five companies (OMV Petrom, Romgaz, Hidroelectrica, Transgaz, Rompetrol
Rafinare) are from the energy production and distribution sector;
e three companies (Dedeman, Kaufland Romania, Lidl Discount) are from the
retailing sector;
e two companies (Automobile-Dacia, Continental Automotive Products) are from the
automotive industry.
In 2018, OMV Petrom remained the largest company operating in Romania by
profit (Table no. 2). It was followed by two Romanian state-owned companies:
Hidroelectrica and Romgaz.

Table no. 2. The ten largest companies operating in Romania by profit in 2018

No. | Company Profit (Mlei)
1 | OMV Petrom 3,879.7
2 | Hidroelectrica 1,939.3
3 | Romgaz 1,360.5
4 | Dedeman 1,013.1
5 | Continental Automotive Systems 852.5
6 | Kaufland Romania 788.7
7 | Automobile-Dacia 752.4
8 | Continental Automotive Products 581.6
9 | Transgaz 495.7

10 | Engie Romania 455.9

Source: Ciriperu, 2021
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The above-mentioned ten largest companies operate in different domains as follows:

five companies (OMV Petrom, Hidroelectrica, Romgaz, Transgaz, Engie Romania)
are from the energy production and distribution sector;

three companies (Continental Automotive Systems, Automobile-Dacia, Continental
Automotive Products) are from the automotive industry;

two companies (Dedeman, Kaufland Romaénia) are from the retailing sector.

In 2019, OMV Petrom kept its first place at the top of the largest companies

operating in Romania by profit (Table no. 3). It was followed by two Romanian
companies: Hidroelectrica and Dedeman.

Table no. 3. The ten largest companies operating in Romania by profit in 2019

No. | Company Profit (Mlei)
1 OMYV Petrom 3,563.6
2 | Hidroelectrica 1,386.5
3 | Dedeman 1,282.3
4 | Romgaz 1,046.4
5 | Kaufland Romania 847.7
6 | Automobile-Dacia 662.7
7 | Nuclearelectrica 535.7
8 | J.T. International Roménia 500.1
9 | Lidl Discount 491.4

10 | OMV Petrom Marketing 442.8

Source: Ciriperu, 2022

The above-mentioned ten largest companies operate in different domains as follows:

four companies (Dedeman, Kaufland Romaénia, Lidl Discount, OMV Petrom
Marketing) are from the retailing sector;

four companies (OMV Petrom, Hidroelectrica, Romgaz, Nuclearelectrica) are from
the energy production and distribution sector;

one company (Automobile-Dacia) is from the automotive industry;

one company (J.T. International Romania) is from the tobacco industry.

The year 2020 witnessed a change of the leader: Dedeman became the largest

company operating in Romania by profit (Table no. 4). It was followed by Hidroelectrica
and OMV Petrom. Located in Bacau, Dedeman activates in the retailing sector. This
private company was founded in 1992.

Table no. 4. The ten largest companies operating in Romania by profit in 2020

No. | Company Profit (Mlei)
1 Dedeman 1,454.4
2 | Hidroelectrica 1,451.6
3 OMYV Petrom 1,381.6
4 | Romgaz 1,278.9
5 | Kaufland Romania 970.4
6 | Lidl Discount 756.4
7 | Nuclearelectrica 699.3
8 | J.T. International Roménia 690.5
9 | Engie Romania 498.4

10 | Continental Automotive Products 465.4

Source: Ciriperu, 2022
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The above-mentioned ten largest companies operate in different domains as follows:

five companies (Hidroelectrica, OMV Petrom, Romgaz, Nuclearelectrica, Engie
Romania) are from the energy production and distribution sector;

three companies (Dedeman, Kaufland Roméania, Lidl Discount) are from the
retailing sector;

one company (J.T. International Romania) is from the tobacco industry;

one company (Continental Automotive Products) is from the automotive industry.
In sum, the analysis of the evolution of the ten most profitable companies operating

in Romania in the period 2017-2020 leads to the following main results:

Multinational and transnational corporations (e.g., OMV) dominated the Romanian
economic landscape.

OMV Petrom preserved its first position during the period 2017-2019. It was
dethroned by Dedeman in 2020.

The companies from the energy production and distribution sector and the retailing
sector dominated the top. They were followed by the companies from the
automotive industry and the tobacco industry.

5. Conclusions
Since the collapse of the communist regime in December 1989, the Romanian

economy has passed through several phases on its way to a market economy. In this
regard, numerous private companies appeared and developed in Romania.

The paper shows that the top of the largest Romanian companies operating in

Romania in the period 2017-2020, in terms of profit, has been dominated by the
subsidiaries of multinational and transnational corporations. Thus, OMV Petrom, part of
OMV Group, has maintained its first position during the period 2017-2019. However,
Dedeman succeeded in holding the first position in 2020.
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Abstract: The research represents a microeconomic investigation of the control system in the
Republic of Moldova’s banking sector. The objective of this work is to examine the relationship between the
internal control system, credit risk and financial performance of banks from the Republic of Moldova. The
study is carried out based on the data of eleven banks that are part of the Moldovan banking system, for the
period 2017 - 2021, being analyzed three different regression models. This study includes a strong
quantitative research in which the dependent variables represented by the share of non-performing assets in
total loans, return on equity and return on assets are used to test the relationship with the independent
variables. Therefore, the independent variables considered are representative indicators of the five elements
of the internal control (control environment, risk assessment, control activities, monitoring, information and
communication systems), according to the Committee of Sponsoring Organizations of the Treadway
Commission. The results identified the formation of relationships between the internal control system and
credit risk, as well as its impact on the financial performance of the Moldovan Banks, thus accepting the
alternative hypotheses of the study. Concomitantly, the results were compared with studies related to the
subject investigated by other researchers.
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1. Introduction

The stability of the Republic of Moldova’s banking system is essential for the well
functi