Gineviéius, R., Szczepanska-Woszczyna, K., Szarucki, M., Stasiukynas, A. (2021).
Assessing alternatives to the development of administrative-economic units applying the
FARE-M Method. Administratie si Management Public, 36, 6-24.

DOI: 10.24818/amp/2021.36-01

Assessing alternatives to the development of administrative-
economic units applying the FARE-M Method

Romualdas GINEVICIUS?, Katarzyna SZCZEPANSKA-
WOSZCZYNA?, Marek SZARUCK I3, Andrius STASIUKYNAS*

Abstract: The socio-economic development of economic-territorial units subordinate to
administrative-management institutions appears as one of the main tasks. The values of
alternative indicators reflecting socio-economic development may differ, which makes it
difficult to unambiguously assess the importance of the indicators. The applied available
methods are either too receptive or does not provide sufficient accuracy. The proposed
FARE-M methodology for determining the importance of indicators is the prolongation of
the technique for establishing the importance of FARE (Factor Relationship) weights
already used for research purposes. The employed technique is based on the internal
balance of system elements that is the essential systemic feature. This allows, unlike in the
case of the AHP method, the weights of the indicators to be determined with reference to
the first row of the data matrix only.
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Introduction

One of the most important operational functions of both national and local
administrative-management institutions (AMIs) is the adoption of measures for the
development of administrative territories and economic entities subordinate to
administrative management institutions. The measures cover economic, social,
ecological, etc. aspects. Under market economy conditions, it is common practice
for several or more alternatives to the solutions to be developed in the first place
(Androniceanu et al., 2021). This is not accidental, because the problem of socio-
economic development is, by nature, complex, integrated, and therefore manifests
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itself in reality in a variety of respects. Upon the examination of possible
alternatives to the above introduced problem, responsible persons must choose the
one they consider most appropriate to achieve the goal. At present, such alternative
is frequently selected in a purely intuitive way with reference solely on experience
and intuition. Meanwhile, the values of the indicators reflecting one alternative
may be higher compared to the analogous values of other alternatives, whereas the
other values may be lower. In the event of a sufficient number of such indicators,
an adequate picture of assessment is hardly possible when neglecting specific
methods capable of considering the created complex situation. The situation may
further encounter problems in the case indicators are multi-dimensional and change
in opposite directions, i.e. an increase in some of the values of certain indicators
improves the situation while other indicators may degrade, but most importantly,
they are not equally relevant in terms of dealing with the problem. In order to
perform an integrated assessment of alternatives, all above discussed indicators
must be combined into a single aggregate. The possibility is provided employing
multi-criteria methods gaining more and more application (MacCrimmon,
1968; Hwang & Yoon, 1981; Opricovic & Tzeng, 2004; Bathaei et al., 2019; Brans
et al., 1984; Brauers et al., 2010; Srinivasan & Shocker, 1973; Brauers &
Ginevicius, 2010).

By their nature, these methods are universal for several reasons. First, they
can be applied to any kind of quantitative assessment of a SES’s condition. Second,
in case the situation under assessment changes, it is possible to freely change both
a set of indicators representing a SES’s condition and evaluations of the
significance of these indicators. Namely because of these features, MCDMs are
widely applied in engineering, social and humanitarian sciences, and other fields of
research.

In addition to application of MCDMs, great attention is paid to their
improvement, as evidenced by the growing number of the methods developed
(SAW — MacCrimmon, 1968; TOPSIS — Hwang, Yoon, 1981; VIKOR -
Opricovic, Tzeng, 2004; Bathaei et al., 2019; COPRAS — Kaklauskas et al., 2005;
ELECTRE Ill and ELECTRE IV - Roy, 1968; Roy, 1996; PROMETHEE - Brans
et al., 1984; LINMAP — Srinivasan, Shocker, 1973; MOORA and MULTIMOORA
— Brauers, Ginevicius, 2010; Brauers et al., 2010, etc.).

This is because it is unanimously acknowledged that there can hardly be
any ideal method. Hence, each of the existing and newly proposed methods has
both strengths and weaknesses.

The philosophy of multi-criteria assessment is reflected in the classical
SAW (Single Additive Weighting) method. Its core is summation of the values of
weighted indicators. The word “weighted” means that the actions are performed
with transformed values, i.e. normalized values of indicators are multiplied by their
significance (Hwang & Yoon, 1981).

The product of indicator values and weights is employed in many multi-
criteria assessment methods. This leads to a relevant scientific problem of how to
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adequately estimate indicator significance. At present, it is usually done through
expert evaluations (Podvezko, 2007).

A method of evaluating indicator significance largely depends on the
number of indicators. When this number is small, direct evaluation can be
employed, i.e. significance of various indicators can be divided into unit parts. The
problems related to social-economic development can only be adequately reflected
by a number of indicators, which raises a dilemma: on one hand, an expert can
adequately evaluate the significance of only a limited number of indicators
(Ginevicius, 2009; Ginevi¢ius & Podvezko, 2005); on the other hand, a significant
reduction in the number of indicators will result in the loss of adequacy of the
guantitative evaluation of a phenomenon under consideration. Therefore, in
addition to simple methods, more complex ones, aimed at expanding the adequacy
of expert evaluation, i.e. enabling experts to evaluate a larger number of indicators,
were developed (Saaty, 2001). An in-depth analysis revealed not only the strengths,
but also the weaknesses of these methods, making it relevant to continue research
in this direction.

1. Literature review

The problem of evaluating the significance of multi-criteria assessment
indicators was analysed by many scientists (Hwang & Yoon, 1981; Chu et al., 1979;
Hwang & Lin, 1987; Sawaragi et al., 1987; Zavadskas & Kaklauskas, 1996;
Podvezko, 2007; Pekelman & Sen, 1974; Rogers, 2000; Song et al., 2017; Prasuvic
& Prasuvic, 2017; Turskis et al., 2017; Ramkumar & Samenta, 2018). It should be
noted that indicator significance can be categorised as objective and subjective.
Objective significance methods describe indicator dominance levels in an alternative
under consideration, so they are most commonly applied in engineering,
technological and similar sciences, and the main purpose of multi-criteria assessment
in this case is to arrange the priority order of the alternatives of the objects under
consideration (projects, engineering-technological solutions, etc.). Subjective
significance methods indicate how significant particular indicators are in assessing
the condition of a phenomenon in question not only in terms of individual indicators,
but also with regard to comparing some of them. For this reason, subjective
significance methods are widely spread in social sciences (Zavadskas et al., 1994;
Kaklauskas et al., 2016; Brauers & Zavadskas, 2006; Cinelli et al., 2014; BaleZentis
et al., 2010; Zavadskas et al., 2014; Keshavarz et al., 2015; Slavinskaite, 2017;
Nugaras, 2014; Ozeliené, 2019; Volkov, 2018). In order to evaluate the significance
of objective indicators, the entropy method is commonly applied (Hwang, Yoon,
1981). Other methods, such as LINMAP (Linear Programming Techniques for
Multidimensional analysis of Priviledged) (Srinivasan & Shocker, 1973),
mathematical programming models (Pekelman & Sen, 1974), etc. are also employed.
Nevertheless, subjective methods for evaluating indicator significance are more
common (Saty, 1977; Chu et al.,, 1979; Hwang & Yoon, 1989; Zavadskas &
Kaklauskas, 1987).
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The following approaches to the determination of indicator weights can be
distinguished: direct, ranking, assignment of coefficients, AHP (Tutygin &
Korobov, 2010). A different approach was later proposed, which was named FARE
(Ginevicius, 2009; Saaty, 2001).

Direct determination of indicator weights. In this case, the experts assign

n

weights to the indicators immediately following the condition: > @; =1, where o
i=1

is the weight of the i-" indicator, i =1n, where n is the number of indicators.

The disadvantage of this method is that the expert, when giving weight to
an indicator, has to bear in mind the importance of all other indicators for the
phenomenon in question. The complexity of evaluation increases geometrically as
the number of indicators increases. There is a limit at which an expert can no
longer adequately assess the weights of indicators.

Ranking of indicators. This method of determining indicator weights is
easier than the first one because the expert does not need to control the total sum of
the weighting factors, leaving the rankings in ascending or descending order, as can
be seen in Figure 1 (Kendall and Gibbons, 1990).

Figure 1. Ranking of indicators
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where Rjj is the estimate of the i-" indicator given by the j-"" expert.

Experts can give the same rank to several or more indicators. In this case,
the terminal values can be obtained as averages of the estimates. On the other hand,
in this case, the expert must also bear in his mind the relationship between the
importance of all the indicators.

Assignment of coefficients to indicators. In this case, the expert must assess
the importance of each indicator individually in the range of the adopted scale,
independently of the other indicators, as can be seen in Figure 2 (Tutygin and
Korobov, 2010).
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Figure 2. Assignment of coefficients to indicators
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where Qj; is the estimate of the i-" indicator on the accepted score scale given
by the j- expert.
In this case, the weight of indicator i-""will be determined as follows:
r
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where a is the weight of the i-™ indicator.

In this case, the expert must inevitably take into account the importance of
estimates he will give to other indicators when assessing the indicator.

Determining the weight of indicators applying the FARE method
(Ginevicius, 2011). It provides for a fundamentally different approach to this
problem. In contrast to the AHP method, it relies on the interaction of indicators
that are treated as elements of the same system. The method requires expert
assessments by filling in only the first line of the basic matrix, which indicates the
extent to which the indicators influencing the phenomenon in question depend on
the most important indicator. All other rows of the matrix derive from the first row
and are filled in by analytical calculations. This results in an ideally matched
matrix that does not require a peer review of the consistency of the assessment. On
the other hand, the practical application of the method has shown that it is
expedient to improve the procedure for filling in the first row of the matrix.

Determining the weight of indicators applying the AHP method (Saaty,
2001). The Saaty pairwise comparison method expands the capacities of expert
evaluation, i.e. it enables experts to simultaneously evaluate the significance of a
larger number of indicators. At the time when it emerged, this method was a step
forward in comparison to direct evaluation of indicator significance, when
indicator weights are estimated immediately for unit parts, subject to the
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n
condition > W, =1,0; here w; represents significance of the ith indicator, and
i=1
n — the number of the indicators under consideration. The essence of the Saaty
method is significance of a pair of indicators to a phenomenon in question. The
result of such evaluation is a square matrix P, which is completed by each of the
experts according to the evaluation scale proposed by T. Saaty (Saaty, 1980)
(Figure 3).

Figure 3. The Saaty pairwise comparison matrix
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(Source: compiled by the author)

Figure 3 indicates that, in an ideal case, when the elements in matrix P are
ratios of unknown weights, the matrix is inversely symmetric, i.e. p; :]/ p; - In

fact, p; :%, and p; =%; here w;, w; represent the weights of the ith and jth
J I

indicators respectively. It follows that it is possible to fill the part of the matrix

above or below the main diagonal.

The inverse symmetry of matrix P in an ideal case is interpreted as
follows: for instance, if one object is three times heavier than another, then the
latter is three times lighter or 1/3 times heavier than the former.

In this way, the corresponding elements of any two columns in the matrix
will be proportional, which means that the ratios of the elements in the respective
columns will be the same. For example, let us consider the ratio of the elements in
the first and second columns:

W,
Pu W _Wo =1, .. m) ©)
P, Wioow

W2
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This will be the case with any other elements in the rows of any matrix P.
Based on its application practice, it makes sense to examine its pros and cons. This is
discussed in some sources (Tutygin & Korobov, 2010).

Pair evaluation of the impact of indicators. Due to the impact of socio-
economic conditions on the phenomenon in question, the number of indicators
included in the system often changes. The AHP method allows no significant
losses, as all that remains is to add or subtract columns and rows, i.e. to form a new
matrix. Previous evaluation results remain unchanged and a full update of the
evaluation form is not required. In other words, it is just an increase or decrease in
the linear space of the matrix.

Presence of a verbal-digital scale. Conventional digital scales are not
always convenient for comparing indicators because they are often
multidimensional. This comparison is particularly difficult when some factors are
guantitative and others are qualitative. The Saaty verbal-digital scale avoids this
inconvenience.

The AHP approach integrates the peer review compatibility criterion.
Various numerical indices are commonly used to determine compatibility. In the
case of AHP, the free choice of the optimal criterion provides wider possibilities
for this. As a result, the compatibility ratio is also convenient, especially in terms
of the programming of the whole process and the automation of calculations.

The AHP approach to indicator weights raises the most doubts about the
interpretation of the results and, in particular, concerns the quality control of the
peer review. In particular, the question of the ideal expert remains open.
Calculations show that in some cases, strict adherence to the principle of
transitivity yields a result that contradicts logic (Tutygin & Korobov, 2010).

2. Methodology

When evaluating indicator weights by AHP method, experts fill all the
rows of the pairwise comparison matrix (Figure 3). It means that if an expert, for
instance, is evaluating 10 indicators, he/she needs to weigh the significance of 45

m(m —1)
2

between indicators) (Ginevicius, 2009; Ginevicius, 2011), which is hardly possible.

The question then arises as to how reduce the number of evaluations. A
solution to this problem was proposed based on FARE method (Ginevicius, 2011).
The core of this method is the assumption that the essential feature of the evaluated
set of indicators, as of a system, is stability provided by its initial elements, i.e.
indicator equilibrium. This equilibrium can be achieved by balancing two
parameters of an indicator system — direction and strength of the interaction. In
accordance with this principle, an initial limited amount of information on the
direction and strength of the interactions between one and the rest of indicators is

indicator pairs, i.e. pair interactions (m — the number of interactions
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m(m—1)

sufficient to form the whole system. In this case, experts evaluate not T

but m — 1 interactions, i.e. E times fewer interactions. The direction and strength

of the interactions between all other indicators derive from the system equilibrium
requirements, thus they are obtained analytically, without participation of experts.
At the same time, full consistency in the indicator significance evaluation matrix is
achieved.

An important role in the FARE approach is played by the baseline potential
of the indicator impact on or significance to a phenomenon under consideration,
which is assumed the same for all indicators. An increase or decrease in this potential
stems from differences in the significance of the indicators compared. The weight of
an indicator is estimated as a ratio of its actual potential to the total baseline potential
of all indicators in a system. The analysis of FARE application revealed that in order
to raise its adequacy, it is appropriate to improve the method of obtaining initial
expert information.

The basic matrix for evaluating the significance of multi-criteria
assessment indicators by FARE-M method is depicted in Figure 4.

Figure 4. Basic matrix for evaluating the significance of multi-criteria assessment
indicators by FARE-M method

- Ap;, APy o Apy . APy,
—Ap,, — APy o APy . APy,
—Apy,;  — APy, - v APy Apg,
F=| : : : : : (6)
—-A4Apy, —A4Ap, —A4Ap; .. — o APy
— APy APy My o — APy . -

As it can be seen from Figure 4, the basic matrix F is inversely symmetric
with respect to the diagonal. This can be explained as follows. The estimates over
the diagonal of matrix F indicate the extent to which an indicator with a higher
rank of significance raises the baseline potential of its impact on a phenomenon
under consideration relative to an indicator with a lower rank of significance. The
baseline potential of the impact of the latter indicator decreases by the same
amount. For instance, if the baseline potential of the impact of indicator 2 increased
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by Ap.s relative to indicator 3, then the baseline potential of the impact of indicator
3 decreased by the same amount, i.e. by —A4ps2 (Figure 4).

According to their meaning, all rows (columns) in matrix F can be divided
into two parts: first row (first column) and all remaining rows (columns). Values e;
(first row) represent an increase in the baseline potential of the most significant
indicator, obtained by ranking the significance of the impact of all indicators in this
row on a phenomenon under consideration, due to its greatest significance in
comparison to the significance of other indicators. These values are obtained
through expert evaluation, for instance, on a 10-grade scale indicating the extent to
which a particular indicator is less significant in comparison to most significant
one.

The other rows in the matrix (Figure 4) reflect an increase or a decrease in
the baseline potential of the significance of all other indicators, depending on the
level of their significance indicated in the first row of the matrix. Before
performing these calculations, the first row of matrix F needs to be transformed so
that an indicator with a higher rank of significance would raise its baseline
potential by accordingly reducing the potential of an indicator with a lower rank of
significance:

Aﬁi = APy, — APy, (7
here AP, — an increase in the baseline potential of the ith indicator; Ap,; - the

impact of the most significant (highest-ranked) indicator on a phenomenon under
consideration (highest score on the rating scale); Ap, — the same, of the ith

indicator.

Based on the first row of matrix F, an analytical method can be invoked to
evaluate an increase in the baseline potential of all other indicators, depending on
the ranks of their significance. An increase in the baseline potential of the first,
most significant, indicator in relation to lower significance of the second and third
indicators is already known. Based on that, an increase in the baseline potential of
the second indicator in relation to the third indicator can be evaluated. This can be
done on the basis of a triangle formed by considering the interactions between the
three indicators (Figure 5):

Figure 5. The initial graph of the impact of particular indicators
on a phenomenon under consideration

Ap12 P\ Apis

(Source: compiled by the author)

[14 ADMINISTRATIE SI MANAGEMENT PUBLIC o 36/2021]




Assessing alternatives to the development of administrative-economic units applying
the FARE-M Method

So that the microsystem depicted in Figure 3 would keep its equilibrium,
i.e. so that it would be stable, the direction and strength of the interactions between
its elements need to be matched. The direction and strength of the interactions Api1
Ap12 and Ap11 Apss are already known. Based on the transitivity properties of the
quantities in question (Ginevi¢ius & Podvezko, 2004), it follows that indicator Ap1s
is more significant than indicator Api.; thus, indicator Api2 is more significant than
indicator 4p13 with a lower rank of significance. In this case, the graph depicted in
Figure 3 will be transformed as follows (Figure 6).

Figure 6. The graph of the matched significance of the three indicators

Ae1-e2

Ap12 |«
Ap12 - Ap13

(Source: compiled by the author)

Based on the principle depicted in Figure 6, the directions and strengths of
the interactions between all indicators are matched.

Figure 4 indicates that in relation to its diagonal, the basic matrix has two
symmetrical sides which carry opposite signs. The positive sign indicates an
increase in the baseline potential of the impact of an indicator, while the negative
sign marks a decrease in the baseline potential of the impact of an indicator by the
same amount.

By summing the rows of matrix F filled in this way, the total increase or
decrease in the baseline potential of the indicators is obtained. The actual potential

P." of the impact of the ith indicator is estimated as follows:
m
R'=P+34p, ®)
i=1
here: P — baseline potential of the impact of the indicators on a phenomenon under

m
consideration; > Ap, — total increase (decrease) in the baseline potential of the ith
i=1

indicator depending on its significance rank.
The baseline potential of the impact is estimated as follows:

P = 4py,(m-1). (©)
In order to estimate indicator significance weights, value F’if needs to be

compared with the baseline potential of the entire indicator system, which is
estimated as follows:
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P*=m-P= Apllm(m _1)' (10)

here: P° — baseline potential of the impact of the entire indicator system on a
phenomenon under consideration.
Indicator weights are estimated as follows:
Pf
"=
here: w; — weight of the ith indicator.

: (11)

A deeper analysis of matrix F indicated that the matrix is characterised by
certain regularities that allow all other rows to be filled quickly and easily based on
the first row. This can be performed as follows:

here: Apij — value of the element in the jth column of the ith row in matrix F; Apyj,
Apqi — elements of the first row, respectively.

The actual total baseline potential Pif of the impact of the ith indicator can

be estimated based on only the first row of matrix F, i.e. filling in all other rows
becomes completely unnecessary. This can be performed as follows:

R’ =R’ —m-4p,. (13)

Based on formula (10), weight of the ith indicator in its extensive form is
expressed as follows:

W :Pi_f — R—-mdp,; + Apll(m _1) _
'ops mAp,,(m—1)

The methodology proposed for estimation of the weights of particular
indicators by FARE-M method differs fundamentally from FARE method in terms

of the order in which first (base) row of matrix F is filled. The former methodology
is more understandable and adequate to real situations.

(14)

3. Empirical Research

Let us presume that a phenomenon under consideration is reflected by
seven indicators. Experts awarded the following ranks of the indicator significance
(Table 1).

Table 1. Significance ranks of the indicators representing a phenomenon under
consideration

Indicators 1 2 3 4 5 6 7

Significance ranks 2 6 3 7 1 5 4

(Source: compiled by the author)
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Table 1 shows that indicator 5 is awarded the highest rank. Experts need to
consider indicator significance ranks, and based on a selected 10-grade scale,
need to indicate to which extent the impact of all other indicators on a phenomenon
under consideration is smaller compared to the impact of the indicator with
the highest rank (the impact of the indicator with the highest rank is awarded
10 points). Let us presume that expert evaluation provided the following results
(Table 2):

Table 2. Evaluations of the impact of particular indicators on a phenomenon under
consideration

Indicator 1 2 3 4 5 6 7
Evaluation of the indicator impact

on a phenomenon under | 9 3 7 1 10 4 6
consideration

(Source: compiled by the author)

The evaluations of the impact of particular indicators provided in Table 2
need to be transformed based on formula (6) (Table 3).

Table 3. Transformed values of the indicator significance

Indicators 1 2 3 4 5 6 7
T_ran_sformed values of the indicator 1 7 3 9 5 4
significance

According to the above-describe procedure (Figures 5-6), all rows in
matrix F are filled.

Figure 7. Aggregate matrix of the impact of particular indicators representing a
phenomenon under consideration

m
Indicator | 5 1 [ 3|7 |6]| 2|4 _ZlApi Pf Wi
5 1 [ 3] 46| 719 ] 3 |9 |o024
1 -1 2 | 3] 5] 6 |8 23 | 83 | 0.198
3 3 | -2 1 3] 46 9 69 | 0.164
7 4 | 3 | 1 2 | 3]s 2 62 | 0.148
6 -6 | 5 | 3| -2 1 | 3] -12 | 48 | 0114
2 7| 6 | -4 3] 2 | —19 | 41 ] 0.098
4 9 | 8| -6|-5]|-3]-=2 33 | 27 | 0.064
s 30| 23] 9| 2121929 0 [ 420 1000

(Source: compiled by the author)
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Values P are estimated based on formula (12).

PF=30-7-1=23,
R =30-7-3=9,
Pf=30-7-4=2
PFf=30-7-6=-12,
Pf=30-7-7=-19,
P/=30-7-9=-33.

Based on formulas (10) and (13), indicator weights are estimated. The
results are provided in Figure 7.

The methods FARE, and especially FARE-M, developed for estimation of
the weights of multi-criteria assessment indicators are comparatively new, which
raises the question of their validity. It is logical to assume that they could be treated
as valid if the indicator weights, estimated based on these methods, correlate with
the weights, estimated by applying the AHP method, which is widely used today.

4. Discussion

In order to justify the usefulness of the proposed FARE-M method, it is
appropriate to compare it with perhaps the most widely used AHP method today.

For comparing AHP and FARE-M methods, an expression characterized
by 12 indicators has been selected. The weights of the indicators determined
applying both methods are provided in Table 4.

Table 4. The weights of the indicators of the investigated expression established
applying AHP and FARE-M methods

No of the
indicator

Weight of the
indicator (AHP  |0,195|0,1500,099|0,071/0,035|0,104/0,061|0,090/0,071/0,087|0,018/0,019
method)

Weight of the
indicator (FARE- |0,135|0,107|0,089|0,073|0,067|0,098/0,071|0,085/0,076/0,080|0,062(0,057
M method)

(Source: Ginevicius, 2011)

Table 4 shows that similar weights have been obtained in both cases. A
close relationship between the obtained results is also confirmed by the value of the
correlation coefficient. It was found that r = 0.98. In addition, a comparison of both
methods and other weighting methods has disclosed that FARE rather than AHP
method gives a more accurate result (Ginevicius, 2011). Thus, two conclusions can
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be drawn. First, the FARE-M method provides an adequate assessment of indicator
weights; second, applying the FARE-M method requires a significantly smaller
volume of calculations, is more understandable, eliminates the risk of inconsistency
in the initial expert assessment and is therefore much more appropriate for practical
calculations (Grondys et al. 2021).

5. Conclusions

The socio-economic development of economic-territorial units subordinate
to administrative-management institutions emerges as one of the main functions,
and therefore the reached strategically adequate decisions are of utmost
importance. The intercomparison of possible alternatives commonly leads to
making decisions. The values of the indicators reflecting alternatives may vary.
Thus, the gained experience or intuition might be not enough to rank the
alternatives conforming to their importance in terms of the objective pursued. For
integrated assessment, all indicators need to be combined into a single aggregate
employing multi-criteria methods. Establishing the weight of indicators plays a
substantial role. The accuracy of the available proposals, including the widely used
AHP method, depends largely on the number of indicators and is strongly biased or
too receptive to calculations.

The proposed FARE-M method is the extension of the FARE approach
already used in research and provides for a simpler and more comprehensible
completion of the first line of the expert evaluation matrix. Similarly, to the FARE
method, the suggested technique is based on internal balance that is one of the
essential systemic features. Balance can be achieved if the direction and strength of
the element interactions are matched to each other, which proposes that some
limited information, e.g. the impact of an indicator with a lower significance rank
on a phenomenon under consideration in relation to the impact of an indicator with
highest significance rank, is sufficient to form a system.

All indicators, as elements of their system, have equal baseline impact
potential. On the other hand, this potential can fluctuate, increase or decrease,
depending on an indicator significance rank. Thus, actual potential of the impact is
equal to the sum of the baseline potential and its increment, depending on an
indicator significance rank. The total potential of the impact of an entire indicator
system is equal to the sum of baseline potentials of all indicators. Indicator weights
are estimated as a ratio of their actual baseline potential to baseline potential of the
entire indicator system.

Filling in the matrix reflecting the baseline potential of the impact of the
indicators representing a phenomenon under consideration revealed some
regularities which allow to estimate indicator weights based on the first matrix row
only.

The method FARE-M proposed for estimation of indicator weights is
understandable, simple in calculations and allows to adequately evaluate a
significantly higher number of indicators compared to AHP method, and can
therefore be widely applied for multi-criteria assessment.
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Digital methods of analysis of subjective quality of life: case of Russian Regions

Introduction

Digital sociology has been one of the most actively developing areas of
sociology in recent years. Digital sociology studies a wide range of phenomena —
whether analyzing the place of digital technologies in people’s life or researching
people’s life on the basis of digital data created by users in the digital environment
(Lupton, 2015; Androniceanu et al., 2021). Employing “digital methods” for
studying various social phenomena, that occur both online and offline, also falls in
the competence of digital sociology (Rogers, 2013). As a new research direction,
digital sociology has become a subject of vivid discussions and acquired fervent
advocates as well as fierce challengers, especially with regard to use of powerful
computer technologies (such as Big Data and Data Mining) to study social behavior
of humans.

In a polemic heat, some advocates of digital methods in social sciences tend
to announce a new era of knowledge production based on Big Data, emerging new
approaches to data analytics and machine learning which mark “the end of theory”
and make the traditional scientific research method obsolete (Anderson, 2008). This
point of view has become rather popular outside sociology and the academic science.
Digital methods are most actively employed in the “corporate science” pursued by
such companies as Microsoft, Facebook, Google, in particular branches of applied
research, and so on (Burrows & Savage, 2014).

Critics, in their turn, bring forward a counter-accusation that digital method
does not conform to the standards of the scientific principle; digital data are
unrepresentative and nonobjective (Marres, 2017). The concerns of the disciples of
academic sociology are quite understandable since use of digital sociology methods
in humanities and social sciences, for example, big data analysis, requires reviewing
fundamental ontological, epistemological and methodological principles of these
sciences, and a series of basic concepts such as thing, agent, time, context, causality
must be redefined (Wagner-Pacifici et al., 2015; Ciobanu et al., 2019). Use of digital
methods equally leads to reconsidering many methodological principles, for
instance, rejecting deduction in social sciences to the benefit of the induction
principle, etc. In this paper, we do not set the goal to scrutinize vivid theoretical
discussions regarding the value and reliability of digital methods. Let’s just point out
that we agree with the opinion of Burrows and Savage (2014) that if sociologists do
not engage in the new research area based on digital technologies, sociology as a
science may lose its predominant right to talk about social issues.

As an umbrella concept, digital sociology covers numerous separate areas,
themes and research approaches united by use of digital methods or digital data in
order to study social life. Digital sociology is actively applied, inter alia, in wellbeing
studies and quality of life studies. The paper objective is to demonstrate with a
particular empirical study how digital methods and digital data can be used to
research the quality of life of the population in regions across Russia and make a
comparative analysis of traditional approaches to measuring wellbeing and quality
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of life of the population on the basis of statistical and polling data, and digital
methods.

Therefore, the research agenda of the paper can be formulated as follows:

1. To what extent data measuring the level of subjective quality of life,
obtained through digital methods, and statistical indicators used to evaluate
particular aspects of wellbeing and quality of life, conform?

To this purpose, we conducted a large-scale study of subjective quality of
life of the population in Russian regions based on the data from the largest Russian
social network - VKontakte. Then using correlation analysis, we identified presence
of any correlations between the subjective level of quality of life, estimated on the
basis of the social media data, and a set of statistical data characterizing qualify of
life in a particular region.

2. To what extent data measuring the level of subjective quality of life,
obtained though digital methods, conform to the findings of sociological surveys
evaluating the wellbeing level of the population of Russia?

To get an answer to this question, we used correlation analysis to expose
regularities between estimates of subjective quality of life made on the basis of data
from VKontakte social media and data of sociological surveys carried out by the
largest Russian sociological centers (VCIOM, FOM, Levada-Centre), concerning
particular indicators of wellbeing and quality of life.

1. Literary review

Since we use social media as the data source in this study, the review is
limited to similar studies. It should be pointed out that social media are the most
popular source of data about wellbeing and quality of life, but not the only one. Other
sources of digital traces can be users’ search queries (Algan et al., 2019) or words in
Google Books (Hills et al., 2019), but few such works have been completed. Overall,
one can see three areas at the intersection of social media and wellbeing studies. The
first is related to use of new information technologies for analyzing and processing
data that can serve as a source of information in wellbeing studies. An example is
use of the technology of automatic recognition of human emotions in group images
in social media to determine “happiness” intensity (Dhall et al., 2015).

The second considers social media as a new social phenomenon that
influences various sides of human wellbeing (Sabatini & Sarracino, 2017; Verduyn
etal., 2017). In this case social media is taken as a significant factor that can have a
negative or positive effect upon such parameters of human wellbeing as social capital
(Burke et al., 2010; Ciobanu & Androniceanu, 2018), marriage satisfaction
(Valenzuela et al., 2014), depression (Appel et al., 2016; McCloskey et al., 2015),
loneliness (Song et al., 2014), social support (Lee et al., 2013), evaluating one’s life
as happy compared to other people (Chou & Edge, 2012) and so on.

Finally, the third area of studies sees social media as a self-sufficient data
source for evaluating wellbeing. Taking into account the role that social media
started playing in people’s daily life in recent decades, the attempts seem to be quite
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productive (Haseeb et al., 2019). For instance, Hao et al. (2014) used machine
learning technology to predict subjective quality of life of social media users. The
authors took data in Sina Weibo on 1785 volunteers to learn an algorithm, asking
them a priori to fill in questionnaires in order to evaluate positive and negative affects
(PANAS) and assess psychological wellbeing (PWBS). Schwartz et al. (2016)
undertook a similar study based on Facebook materials. In other work, Schwartz et
al. (2013) evaluated subjective wellbeing in various US counties using Twitter. Chen
at al. (2017) analyzed status updates on Facebook user pages to predict subjective
wellbeing of users. Wu et al. (2015) used data from Sina Weibo to build the City
Happiness Index. The authors analyzed statements about users’ life in various cities.

Wang et al. (2014) studied profiles of Facebook users for a year and
evaluated their wellbeing level under Diener’s Satisfaction With Life Scale (SWLS)
and compared the findings with the index of Facebook’s Gross National Happiness,
calculated on the basis of analyzing the number of positive and negative words in
user status updates. The authors questioned possibility of applying linguistic analysis
of online messages for analyzing users’ psychological state. Yang and Srinivasan
(2016) studied life satisfaction of the population on materials from Twitter. Studies
on “happiness geography” also fall in this category, for example, relations between
emotions and mobility (Mitchell et al., 2013). Interesting findings were obtained in
several studies as to how positive and negative emotions correlate with life
satisfaction measured on the basis of Facebook data. It appeared that positive
emotions have low correlation with Facebook data on life satisfaction while negative
emotions demonstrate such link. One can assume that social pressure can stimulate
unhappy people to pretend that they are happier than they actually are which is less
likely in case of negative emotions.

It can be pointed out that in the past ten years the number of studies where
social media are the main source of information about subjective user wellbeing has
been increasing rapidly. At the same time, an essential question is to what extent the
results of digital and traditional studies of wellbeing and quality of life are consistent
and whether digital studies enable to predict the “true” level of wellbeing. Bellet and
Frijters (2019) identified two types of data for predicting the level of wellbeing on
the basis of digital data: individual data (updating status in user accounts, likes put
by a user, etc.) and aggregated data, i.e., not tied to a particular user, averaged for a
particular group (search queries, average network values, tags, updates, words from
Google Books, etc.). Bellet and Frijters concluded that aggregated indicators of
wellbeing and quality of life derived from the text content of social media have a
much higher prediction capacity compared to predictions based on individual data.

2. Study methodology on subjective quality of life based on social media
data

The study methodology includes several consistent stages:

1) Developing a model of subjective quality of life.

2) Choosing communities in VK social media.

3) Classifying messages and posts in communities.
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4) Automatically analyzing content in the chosen communities.
5) Building up an quality of life index for various regions of Russia.

2.1 The quality of life model

Research literature describes a vast number of approaches and models of
wellbeing and quality of life, many of which have common components
(Androniceanu A.-M et al., 2020). The most popular include the level of life, the
level of social infrastructure development, the ecological state of the environment,
the state of health, and so on.

We did not employ some popular quality of life indicators in our model due
to the complexity of operationalizing and the specifics of the chosen communities in
social media. For example, such things as income level, family life, demographic
situation and social connections are not widely discussed in the mass regional
communities. We have also excluded quality of work life, quality of leisure and
recreation and inequality as separate parameters, because studies of these indicators
require a deeper analysis. However, we have included several additional parameters.
First of all, we have added the assessment of various administrative solutions and
political situation in the region, because today the Russian authorities have direct
and strong impact on the other parameters of quality of life. We have also included
such parameters as general emotional state (psychological subjective well-being)
and relationships between people to assess the emotional environment in the region.
One more parameter of quality of life, very important but frequently forgotten in the
Russian studies, is the situation with political rights and freedom (Veenhoven, 1996).
Table 1 gives an overview of subjective quality of life parameters we have used in
our study.

Table 1. Structure of quality of life parameters
Areas Categories
Education
Housing and utilities sector
Healthcare
Social Infrastructure
Safety (situation in cities)
Environment
Relationships between people
General emotional state
Work
Products
Economic Taxes
Lending and entrepreneurship
Social support on behalf of the state
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Areas Categories
Media freedom
Remonstrative potential
(resentment of population)
Political Election freedom
Attitude towards authorities
Political resolutions
Domestic politics
(Source: Authors model)

2.2 Selection of VK communities

In our study we have included 83 out of 85 regions of the Russian Federation.
We have not managed to collect data on two regions: Chechnya and Mordovia. In
each of these 83 regions we have determined 3 largest cities and selected 10 VK
communities discussing life there. We have defined them as ‘urban communities’.
We have filtered the communities according to several criteria:

1. They publish informative posts on social, economic and political life.

2. They publish posts of their subscribers with info on social, economic and
political life.

3. The published posts contain sentiments on news and events.

We have excluded the following communities:

. Online shops and other commercial groups.

. Groups with information on sports and cultural events and personalities.
. Communities of public places (restaurants, clubs, cinemas, etc.).

. Food delivery services.

. Communities on health, nutrition, fitness, etc.

. Communities on exchange of items and charity.

. Communities with storytelling, stories and questions.

. Dating communities.

. Job offers communities.

In some regions (the Buryat Republic, Dagestan, Ingushetia, Tatarstan) we
have included 10 regional groups not connected with any definite city. In these
regions there are more than 3 large towns where the majority of the population is
concentrated, so here we have included general regional groups to increase
representativeness. In some regions with high population density in large towns we
have selected only two or even one of them (like in Nenets Autonomous Area). We
have searched for the communities manually and selected the largest ones
corresponding to the above mentioned criteria. In doing so, we have built a cluster
of 2410 communities.

O©CoOoO~NoO Uk, WN -
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2.3 Classification of messages and posts in communities

At the next stage of our study we have used the social media data collection
and analysis platform of the University consortium of Big Data researchers
(www.opendata.university), developed by the team of the Laboratory of Big Data in
Social Sciences of Tomsk state University to download the materials from the
selected communities. We have downloaded all messages, posts and comments for
the period between January 1 and December 31, 2018. After that we have deleted
all ‘junk’ like advertising, as well as the information beyond the scope of this study
(job offers, sports and cultural events, free exchange, contests and campaigns,
recipes, delivery and food, astrological predictions, sales of items, dating offers,
discussions of private life of participants, etc.). We have deleted the ‘junk’ in two
stages:

1) manual cleanup of approximately 60 thousand messages.

2) automatic cleanup based on the specially designed algorithm trained
during manual cleanup. We have left only the messages of 20 words and longer and
we have deleted all repeated messages.

After cleanup we have left only approximately 3 300 000 messages. At the
same time we have categorized the messages according to topics (given in Table 1)
and style (positive, negative, neutral).

2.4 Automatic content analysis in selected communities

The database set includes posts from the walls of the regional VK
communities retrieved through its public API (Application Programming Interface).
Each post had to be categorized into one of the 19 categories or as ‘junk’. The method
is based on machine learning technologies of retrieval of unknown patterns from
these texts. To create an automatic algorithm of texts classification we have used the
following conventional libraries of machine learning: Scikit Learn, Pandas, Numpy
as well as a set of tools known as NLTK (Natural Language Toolkit) for the natural
language analysis. The algorithm is based on Python 3 programming language.

At the data preprocessing stage we have deleted symbols belonging to
neither English nor Russian alphabet. We have used stemming to bring all words to
their basic forms. We have deleted all rare terms, which could have been typos. To
be able to use different classification methods we had to present the texts in the
vector form. To transform the texts into the terms significance vector we have
applied TF-IDF (TF — term frequency, IDF — inverse document frequency), where
the word weight is used in proportion to the frequency these words occur in a
document and in inverse proportion to the frequency of the words use in all
documents from the sample. TF-IDF is frequently applied to present documents as
numeric vectors reflecting the significance of each term from a certain term set (a
number of terms determines the vector dimension) in each document. For each vector
we have taken into account not only separate terms but also diagrams, that is, pairs
of consecutive terms.
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We have conducted a number of experiments to determine the best data for
learning. To do that we have checked several data sets including: number of
comments, likes, reposts, views, number of words in a post. All these values have
been scanned in accordance to their average value in a community the corresponding
text was taken from. We have also considered the vectors of significance for the
comments to the posts retrieved the same way, as well as for the posts texts. After
that we have determined the best data set for this task: significance vectors of the
words in the posts, the scanned number of words and the number of comments, likes,
reposts and views.

Based on the obtained data we have built the machine learning models. We
have conducted a number of experiments, where we have categorized the samples as
the one for learning and the one of a text, with their subsequent validation to select
the most accurate model to classify categories and attitudes. After that we have
checked the models of Gradient Boosting, where we have used a prediction model
as an ensemble of weak predictive models and the Random Forest with variations of
hyper parameters. In the end we have selected the models demonstrating the best
result for the corresponding task. We have implemented the gradient boosting from
LightGBM library. We have validated the data to determine the accuracy of the
obtained models. The accuracy of the categories classifier is 73%, the accuracy of
the attitudes classifier is 77,5%.

2.5 Subjective quality of life index for regions of the Russian Federation

After that we have built the subjective quality of life index (QLI) for each
selected region. The method of aggregates such as the index is widely used in various
well-being and life quality studies. In this article we have also used the indices of
online activities to calculate the SWBI. We have calculated the QLI according to the
following formula:

Ikt = Axit/ Bk 1)

where Iyt is the Online Activity Index (OAI) for the region (k) for this subjective
quality of life value (j) for the certain attitude of message. This index determines the
intensity of discussion of this topic in the certain attitude in the certain region. The
online activity index demonstrates how topical the subject of the message is (quality
of life value) for the region and subjective assessments of this value by the social
network users.

Ayt 1s the value on online activity in the certain region for the certain value
of subjective well-being; it is calculated according to the formula:

Ayii= L+2xC+5xR @)

where L is the amount of likes collected by the messages on or around a certain value
of subjective quality of life in the certain region in the certain attitude.
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C is the number of comments collected by the messages related to the certain
value of subjective quality of life in the certain region. We have equated each
comment with 2 likes, because, in our view, this action of a user is an evidence of
importance of these messages for the commentator. Here a like is a passive form of
demonstrating support of this message.

R is a number of reposts of the messages on the certain value of subjective
quality of life in the certain region. We have equated each repost with 5 likes,
because, in our view, a repost is an evidence of complete and active support of this
message by the user. This action means that the user not only expresses his or her
consent with this message but also openly demonstrates his or her solidarity with the
message. As compared to various forms on online activities, a repost is an evidence
of the greatest topicality of this subject for the user.

By is a total number of subscribers in all selected communities in the region.
This value demonstrates a relative value of online activity for this region.

k is a number of each region (1 to 83). The study involves 83 out of 85
regions of the Russian Federation. We have not managed to collect reliable data for
two regions: Mordovia and Chechnya.

j is a topic of messages, that is, an indicator of well-being, which we have
included into the model of life quality (1 to 19) (according to Table 1)

t is the attitude of messages (0, 1 or 2).

Thus, Iyt shows intensity of discussion of a topic in the selected communities
in the selected region. It is an evidence of urgency and topicality of this subject for
the population of the region. I has been calculated for each attitude, that is, for each
region OAI has three values: one for positive attitude, one for negative attitude and
one for neutral attitude. Attitude is defined as an emotional evaluation of a message,
thus, the positive attitude means that the message contains some positive evaluation
or expression of approval of some news or situation mentioned in the message; the
negative attitude means it contains disapproval, resentment towards the contents of
the message, while the neutral attitude means the message is purely informative and
contains no evaluation.

We have calculated the monthly value of the index for each subject and each
attitude; after that we have calculated the mean monthly value for each subject and
each attitude. Mean monthly values have been calculated by addition of the online
activity index for definite attitude and dividing the sum by 12. Later, by simple
subtraction of mean values of the online activity index for positive and negative
attitudes, we have calculated the mean value of the subjective quality of life index
QLI for the corresponding region and for the corresponding topic/value of
subjective quality of life:

QLljam = lkjim = lkjom 3)

where lijim is the mean monthly online activity index with the positive attitude
ljom is the mean monthly online activity index with the negative attitude.
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We have not included neutral messages into the QLI. We have calculated the
total Russian value of subjective quality of life QLI as the sum of the index for all
quality of life subjects/values for each region:

QL|tot= z QLijAm (4)

The suggested method is perfect to study the life quality of the ‘digital’
population in the region, that is, the part of the population, which can be referred to
as active users of social media. This study does not include the population groups,
which, for whatever reasons, do not use social media. The second limitation is caused
by technical aspects of this method: we have not used botnets in the social networks
to manipulate the public opinion. We have not managed to level up this issue.
Another limitation is related to psychological peculiarities of the users’ behavior. It
is a well-known fact that users tend to react to negative messages.

At it was pointed out, users tend to more actively react to negative events
and phenomena (Liebrecht et al., 2019; Stafford, 2014; Trussler & Soroka, 2014).

3. Statistical indicators for comparative analysis

For a comparative analysis of the study findings and statistical data
characterizing the quality of life of the population in regions, we took data published
on the website of the Federal State Statistical Service (https://www.gks.ru/).
Statistical indicators used in the analysis are listed in Tables 4-7. Data on statistical
indicators are published on a yearly basis and with a breakdown by particular
regions. Therefore, to perform Pierson correlations we used statistical indicators for
particular regions in 2018 as the predictor variable and the Quality of Life Index for
particular regions in a year — as the dependent variable.

4. Sociological surveys for comparative analysis

Choosing sociological surveys for the comparative analysis with the findings
of the online study, we were guided by the following several rules:

1) Surveys are conducted on a regular basis by a reputable research body.
We used open-access data produced by VCIOM, FOM and Levada-Centre.

2) Surveys should cover some quality of life indicators that we use in our
study (summarized in Table 1). The sociological surveys taken for the comparative
analysis are presented in Table 2.

Since all surveys that we used for the comparative analysis are national and
there is no regional data breakdown and the surveys are carried out on a monthly or
quarterly basis, we recalculated our Quality of Life Index (OLI). We estimated it for
all regions by each quality of life indicator. To this purpose, we calculated QLI in
the positive and negative modes separately in each month for all regions of Russia
on each quality-of-life indicator:

QLInjt=Z QLlknit 5)
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where k — number of regions (from 1 to 83)

n —number of months (from 1 to 12)

j — quality-of-life indicator (from 1 to 19)

t — message mode (1 — positive or 2 — negative).

It means that we got two national indices per each month of 2018 on two
modes. Then we calculated the overall Quality of Life Index QL It for each month
as the difference between QLI in the positive mode and QLI in the negative
mode. We also normalized QLI pro rata to the share of the population of a particular
region in the total population of Russia.

We used Spearman correlations for monthly sociological surveys; and
Kendall correlations for quarterly (Happiness Index, Economic Protest Potential,
Political Protest Potential) or bi-quarterly (Consumer Sentiment Index, Social
Sentiment Index, Family Index, Index of Russia, Expectations Index, Power Index)
surveys. Data from sociological surveys were used as the predictor variable and the
national Quality of Life Index values per each months of a year — as the dependent
variable.

Table 2. Correlation analysis of QLI indicators and data of sociological surveys

ata of sociological
survey

policy

Housing-
and-Utilities
Medicine
Job
Goods
Market
relations
Protest
potential
Political
decisions

QLI Indicators

~| Home

o
[y

Social Assessment 0.46 0.52 0.55
Indices

o
>
»

Social Sentiments
Indices — “To what
extent does your
current life suit
you?”

Social Sentiments 0.50 0.53 0.50
Indices — “Do you
think that in a year
you (your family)
will live better than
now?”’

Social Sentiments -0.49 0.58 0.71
Indices — “How

would you evaluate
the current financial
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ata of sociological
survey

Protest

potential

Political

decisions
Home policy

Housing-
and-Utilities
Medicine
Job
Goods
Market
relations

QLI Indicators

situation of your
family?”

Indices on the 0.58 0.61
situation in Russia —
“How would you
assess the situation
in Russia in
general?”

Indices on the 0.49 0.52 | 0.49
situation in Russia -
“How would you
assess the current
political situation in
Russia in general?”

Indices on the 0.52 0.55 0.55
situation in Russia —
“To what extent do
you agree that
things in Russia are
developing in the
right direction?”

Inflation perception | -0.52 | 0.52 -0.73 -0.45
indices - How
would you evaluate
the price growth?

Inflation perception | -0.64 -0.55 | -0.55 -0.58
indices - In your
opinion, how will
prices for the main
consumer goods
and services change
in the next 1-2
months?

Frustration with the -0.71 | -0.46
authorities

- In the past month,
did you hear critical
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ata of sociological
survey

QLI Indicators

Housing-
and-Utilities

Medicine

Job

Goods

Market
relations

Protest
potential

Political
decisions

Home policy

statements about
Russian authorities
from people around
you? (Yes)

Frustration with the
authorities

- In the past month,
did you hear critical
statements about
Russian authorities
from people around
you? (No)

0.70

0.57

Frustration with the
authorities

- In the past month,
were you frustrated,
outraged with
actions of Russian
authorities? (Yes)

-0.49

-0.62

Frustration with the
authorities

- In the past month,
were you frustrated,
outraged with
actions of Russian
authorities? (No)

0.46

0.52

0.46

Sentiments of the
environment —
“Which sentiments,
in your opinion,
dominate today
among your
relatives, friends,
colleagues and
acquaintances?
(Calm)

0.53

-0.47

0.47

0.72
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ata of sociological
survey

Housing-
and-Utilities
Medicine
Job
Goods
Market
relations
Protest
potential
Political
decisions
Home policy

QLI Indicators

=)
a1
>
o
()]
o
1
o
~
~
1
o
\‘
ol

Sentiments of the
environment -
“Which sentiments,
in your opinion,
dominate today
among your
relatives, friends,
and acquaintances?
(Worries)

Home policy of the 0.48 | 0.55
government

Government 0.46 0.46 0.55
economic policy

Government social 0.46 0.68 0.46
policy

Assessing the 0.49
current state of
things in Russia
— In the right
direction

Assessing the -0.57
current state of
things in Russia

— On awrong path

Consumer 0.83
Sentiments Index

Index of the 0.83
authorities

Social protest -0.53 | -0.69
potential

(Source: Authors calculation)
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5. Results

Table 3 represents the results of calculating the Quality of Life Index in 83
regions of the Russian Federation in 2018.

Table 3. The overall QLI by regions in 2018 (the total of all quality-of-life indicators
for a particular region)

Region QLI Aav Region QLI Aav
Adygeya -0.04637 | Nenetsky Autonomous District -0.07537
Altai Territory -0.18246 | Nizhny Novgorod Region -0.06259
Amur Region -0.02586 | Novgorod Region -0.09415
Arkhangelsk Region -0.07722 | Novosibirsk Region -0.10585
Astrakhan Region -0.04684 | Omsk Region -0.07532
Bashkortostan -0.03384 | Orenburg Region -0.19532
Belgorod Region -0.05497 | Orel Region -0.04635
Bryansk Region -0.08234 | Penza Region -0.08399
Buryatia -0.04452 | Perm Territory -0.00481
Vladimir Region -0.06636 | Primorye Territory -0.0101
Volgograd Region -0.02053 | Pskov Region -0.00093
Vologda Region -0.15559 | Altai Republic -0.00463
Voronezh Region -0.04727 | Rostov Region -0.09866
Dagestan -0.03179 | Ryazan Region -0.00225
Jewish Autonomous Region | -0.00869 | Samara Region -0.00711
Zabaikalie Territory -0.03046 | St Petersburg -0.00326
Ivanovo Region -0.0245 | Saratov Region -0.15107
Ingushetia -0.00102 | Sakha (Yakutia) -0.00924
Irkutsk Region -0.0589 | Sakhalin Region -0.11088
Kabardino-Balkaria -0.00212 | Sverdlovsk Region -0.05464
Kaliningrad Region -0.07651 | Sevastopol -0.05698
Kalmykia -0.05434 | North Ossetia Alania -0.00453
Kaluga Region -0.04576 | Smolensk Region -0.01138
Kamchatka Territory -0.00313 | Stavropol Territory -0.03365
Karachaevo-Cherkessia -0.00374 | Tambov Region -0.11993
Karelia -0.06089 | Tatarstan -0.05849
Kemerovo Region -0.10255 | Tver Region -0.05037
Kirov Region -0.02238 | Tomsk Region -0.11716
Komi -0.03621 | Tula Region -0.03143
Kostroma Region -0.09263 | Tyva -0.00853
Krasnodar Territory -0.04428 | Tyumen Region -0.07588
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Region QLIaav Region QL1 Aay
Krasnoyarsk Territory -0.05809 | Udmurtia -0.09363
Crimea -0.0212 | Ulyanovsk Region -0.069
Kurgan Region -0.07369 | Khabarovsk Territory -0.02739
Kursk Region -0.05522 | Khakassia -0.0664

Khanty-Mansiisky Autonomous
Leningrad Region -0.08755 | District -0.0202
Lipetsk Region -0.04889 | Chelyabinsk Region -0.7561
Magadan Region -0.00687 | Chuvashia -0.1696
Marii El -00412 | Chukotka Autonomous District 0.009571
Yamalo-Nenetsky Autonomous
Moscow -0.01925 | District -0.4034
Moscow Region -0.03322 | Yaroslavl Region -0.8844
Murmansk Region -0.08631

(Source: Authors calculation)

The obtained data show that negative QLI values dominate in the
overwhelming majority of the regions, with the ex caption of the Chukotka
Autonomous District, which is the only area where positive online activity index is
higher than the negative index value. The overall positive QLI value in Chukotka is
due to such indicators as the state of infrastructure, work, and social support from
the state, assessment of political decisions and home policy of the authorities. Other
indicators are either negative or equal zero. Areas with tentatively “high” QLI, i.e.,
negative but close to 0 comprise a group of North Caucuses Republics (Ingushetia,
Kabardino-Balkaria, Karachaevo-Cherkessia, and North Ossetia Alania) and the
Altai Republic. The Pskov and Ryazan regions, the Kamchatka and Perm Territories,
and St Petersburg also have a rather low negative QLI. The Orenburg region and
several regions in Western Siberia (the Altai Territory, the Tomsk, Novosibirsk and
Kemerovo regions) are on the opposite pole of the list with the highest negative QLI.
The Volgograd, Saratov, Tambov and Sakhalin regions are also in the same group.

Thus, we see a rather prominent division of Russian regions by types of
administrative arrangements. To improve the correlation analysis accuracy, let’s
divide all regions of the Russian Federation into two groups: A) ethnic republics,
autonomous districts and regions, and B) all other — territories, regions and cities of
federal status. The results of the correlation analysis of statistical indicators and QLI
for the A Group are given in Tables 4 and 5, and for the B Group — in Tables 6 and
7. For perception convenience, we keep the indices that register at least weak
relations (the correlation rate r>|0.25]).
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Table 4. Correlation analysis of the statistical indicators characterizing regional
economic development, and QLI (the A Group)

2 i = o | 3 8
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22 |O|E |295EE5E83E|E58883EZ¢E
< ©|g5<scSE82|25E5E5s |28
E 55 8 8| |2 |2 |° &8s
Education - 0.37
0.46
Housing-and- -0.36 - - - 0.26 0,9 -
Utilities 0.74]0.30|0.47 0.44
Healthcare - - 0.5
0.51 0.26
Infrastructure 0.44 |0.57|0.53|0.54 - - - - - 10.52
0.29 0.270.40/0.43|0.28
Safety (urban - - -
situation) 0.26 0.27 0.30
Ecology - - 0.38
0.50 0.27
Relations - - -
between people 0.27 0.34]0.35
General - - -
emotional state 0.42 0.73]0.69
Job -0.27 - - - - 0.54| -
0.69]0.36|0.42|0.25 0.32
Goods -0.32 - - - - 0.55| -
0.73/0.44|0.47]0.32 0.36
Taxes 0.36 0.28 - - - 1031
0.28|0.28 |0.37
Lending and - - -
entrepreneurship 0.54 0.51{0.47
Social support - - 10.39
from the state 0.34|0.35
Freedom of - - - - -
mass media 0.27 0.60 0.36/0.54|0.51
Protest potential | -0.35 - - - 0.60| -
(frustration of 0.7810.4410.51 0.44
the population)
Freedom of - - - 0.29 0.40| -
elections 0.58/0.25|0.32 0.30
Attitude to the -0.54 - - - - 0.27 0.37| -
authorities 0.77/0.43]0.67]0.33 0.66
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Table 5. Correlation analysis of the statistical indicators characterizing regional
demography, and QLI (the A Group)
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42

ADMINISTRATIE SI MANAGEMENT PUBLIC e 36/2021




Digital methods of analysis of subjective quality of life: case of Russian Regions

Table 6. Correlation analysis of the statistical indicators characterizing regional
economic development, and QLI (the B Group)
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Education 0.25
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Safety (urban 0.25 0.28 | 0.35

situation)

Ecology 0.26

Relations between 026

people
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Political decisions 0.28 0.25 0.30

Home policy 0.26

(Source: Authors calculation)

Table 7. Correlation analysis of the statistical indicators characterizing regional
demography, and QLI (the B Group)

Number of students Working-age population
Ecology 0.25
Taxes 0.33
Social support from the state 0.33

(Source: Authors calculation)

We see two very different pictures for different groups of regions: the A
Group regions have some rather strong correlations that cannot be considered a
coincidence, between data on social-and-economic and demographic development
in a region and online estimates of the quality of life in the same region. Such
relations are not registered for the regions from the B Group, the highest correlation
rate in the B Group is -0.41. These findings demonstrate practically complete
absence of interrelations for the B Group between social-and-economic and
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demographic development of the regions and online quality-of-life estimates by the
residents of regions. It can partly be explained by the considerable heterogeneity of
the regions within the B Group on various parameters.

Let’s now move to a comparative analysis of QLI and results of sociological
surveys. To simplify data perceptions, we did not include the quality-of-life
parameters and indices in Table 2, if no significant correlations were found. For
example, we did not expose any considerable correlations on such quality-of-life
indicators as: education, medicine, infrastructure, safety, relations between people,
general emotional state, taxes, social support from the state and freedom of mass
media. For such indicators as ecology, we revealed significant correlation with the
results of sociological surveys on Social Protest Potential (-0.47); for the “attitude to
the authorities” indicator, significant correlation is found with the results of
sociological surveys on Social Sentiments Index (0.87) and Expectations Index
(0.87); for the Freedom of Elections indicator, correlation is observed with the Social
Sentiments Index — “Do you believe that in a year you (your family) will live better
or worse than now?” (-0.47). We also did not identify any significant relations
between quality-of-life indicators and some sociological surveys — Happiness index,
Economic Protest Potential — Quite possible, Economic Protest Potential — Would
take part, Political Protest Potential - Quite possible, Political Protest Potential -
Would take part, Family Index and Index of Russia. Other results are presented in
Table 8 (only values for p<0.05 are given).

Therefore, we see that the results of online studies and results of sociological
surveys on some aspects demonstrate quite strong and logically explainable
correlations. It suggests presence of solid interrelations between these data.

6. Conclusions

In the paper, we have attempted to study relations between the traditional
approaches to measuring quality of life on the basis of statistical indicators (objective
quality of life) and data of sociological surveys (subjective quality of life) and a new
approach to assessing quality of life of the population that relies on social media
data. The obtained data lead to several conclusions essential for developing research
in this area. As can be noted, we were not able to establish general correlations
between the statistical parameters of social-and-economic and demographic
development and quality-of-life assessment in a particular region on the basis of
social media data. The exceptions are some rather interesting and noticeable
interrelations between the level of gross regional product and some quality-of-life
indicators for the regions from the A Group (republics, autonomous districts and
regions). The result is not surprising: a lot of international studies show no linear
correlation between the level of social-and-economic development of a particular
society and wellbeing and happiness sentiments of the members of this society (for
example, Global End of Year Survey, Happy Planet Index , etc.).

At the same time, we observe good correlations on some quality-of-life
parameters measured using digital methods and questionnaires. It encourages
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particular optimism and reasonable expectations. One can assume that further
improvement of quality-of-life measurement on the basis of social media data,
comparative studies, when quality of life is researched with digital and questionnaire
surveying methods will enable us to create a rather reliable tool to measure quality
of life in the near future. In our opinion, it is essential that digital and questionnaire
methods capture different sides of human wellbeing: the former registers emotional
wellbeing, and the latter - satisfaction with life. The difference between these two
edges of wellbeing is that emotional wellbeing, the emotional quality of human daily
experience — the frequency and intensity of experiencing joy, stress, sadness, anger
and attachment, that make life pleasant or unpleasant, while satisfaction with life
means assessing life, general statements, considerations about life made by people
when they think about life (Kahneman & Deaton, 2010). Evidently, quality of life
measured on the basis of social media data is much closer to emotional wellbeing
since it registers human immediate experiences, feelings that overwhelm a person at
a particular moment of time. Sociological surveys (Tamuleviéiené & Androniceanu,
2020) tend to measure satisfaction with life as questions asked by interviewer’s force
respondents to contemplate and assess their lives.
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Abstract: Regarding remuneration, the last 20 years in the Romanian public sector have been
marked by extensive debates on the discrepancies between the incomes of the different
categories of public personnel, the differences in the application of the legal framework, as
well as the lack of correlation between the results of individual work performance and the
level of remuneration. The low level of remuneration and the lack of legal forms for
rewarding public personnel for their achievements as a form of developing motivation, led
to low performance in the public sector. In 2017, the Romanian authorities conducted a
reform regarding public personnel remuneration through the adoption of Law no. 153/2017
on the unitary remuneration of the personnel paid from public funds. The purpose of the
mentioned law was to ensure a uniform remuneration framework in the public sector by
applying clearly formulated principles and criteria as well as to decentralize the decisions
taken in this area. From this perspective, the purpose of the present study is to analyze the
impact of the implementation of Law no. 153/2017 on the unitary remuneration of the
personnel paid from public funds from the perspective of its application, its effects, and the
correlation of individual performance with the level of payment. Within the framework of the
research, the process of applying the new rules, the principles underlying the new payment
system, the criteria for adopting the new payment system, the level of income increases, the
correlation between civil servants’ activities and the level of remuneration as well as, the
objectivity of the individual evaluations were considered. The research methodology consists
of an opinion survey conducted in public administration institutions using as a research
instrument, a self-administered questionnaire where 320 civil servants participated. The
study revealed a high degree of dissatisfaction among civil servants regarding the new
remuneration system as well as the existence of certain factors that are more relevant and
important than the income level, for developing civil servants’ motivation, such as the
hierarchical superiors’ attitudes and the appreciation expressed by the beneficiaries of the
provided services. The study also revealed that the current remuneration system does not
support sufficiently the modernization process in the public administration and more than
that, it led to an increase in the costs of implementing the regulations of the normative act
because a significant proportion of public servants have contested in court the manner in
which this law was applied.
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Introduction

One of the most important problems of the Romanian public administration
is the low administrative capacity, with negative impact on the administrative
reform, on the proper functioning of public institutions and public services, on the
quality of the services provided to citizens, as well as on the economic and social
development. More than that, this particular problem is also mentioned in the
Country Reports (European Commission, 2019), where it is affirmed that the low
administrative capacity has a negative impact on the efficient functioning and
performance of the public institutions and services. The partnership agreement
between Romania and the European Union (2014-2020) mentions the main causes
of the low administrative capacity that includes human resources management, an
area with no integrated long-term policy that would lead to unitary and stable
management. Reports and documents issued by the European Commission (2019),
the World Bank (2017), or OECD (2018) summarized the main problems faced by
Romania concerning human resources management in the public sector. These
problems are the inflexible methods used for civil servants’ recruitment, selection,
evaluation, and promotion, the instability of execution and management positions,
bureaucracy, the measurement of performance based on procedures and not on the
achievements of the established objectives, the lack of an integrated approach to
ethical values and professional integrity, the lack of a strategy to promote the public
sector as an employer, the low number of young people working in this sector, the
need to improve and review motivational policies in the field of human resources in
public administration or the lack of performance of the system.

The Third Pillar — Human Resources in The Strategy for Strengthening
Public Administration (SCAP) 2014-2020 (Romania Government, 2014) aimed to
reform the institutional framework and the existing policies regarding human
resources in public administration, including the aspects related to public personnel’s
motivation and remuneration.

In the context of improving human resources management in public
administration and to increase the attractiveness of the public sector as an employer,
Law no. 153/2017 on the unitary remuneration of the personnel paid from public
funds was adopted, being applied in 2017-2022 period. As a consequence, the
incomes of all public sector personnel have increased. The law also mentions
bonuses, incentives, prizes, premiums, food, and holiday allowances for civil
servants and other categories of public personnel. As consequence, after applying
the regulations mentioned in the law, the income increases in the public sector
exceeded private sector salaries as a growth rate. Even if further increases are
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foreseen by 2022, it is expected that the Covid-19 pandemic and its impact on the
economy to slow down or even stop the raises in public personnel’s income
(European Commission, 2019).

Although the application of this law had a positive impact on the increase of
public personnel income, there was no development regarding the nonfinancial
motivational instruments that could be used by managers in public institutions or
concerning the orientation towards a performance-based remuneration system.
Although the law mentions performance criteria, they are difficult to enforce and
quantify. Consequently, this regulation has not reduced or eliminated the
malfunctions and unclarities that authorities and public institutions have (POCA,
2020).

In this context, the present study aims to analyze the impact produced by the
application of Law no. 153/2017 on the unitary remuneration of the personnel paid
from public funds in Romanian public institutions from multiple perspectives such
as the method of application, its effects, and the correlation of individual
performance to income levels.

1. The literature review regarding the remuneration of the personnel
paid from public funds and the correlation between the income
level and individual work performance

For all countries, regardless of their geographical location or degree of
development, public sector remuneration costs are substantial (Schiavo-Campo et
al., 2005), with a share of 10 up to 40 % of central government expenditure and even
more for regional or local governments (Monks, 2013).

The process of remuneration is complex and comprises multiple actions such
as the establishment of staff budgets, individual compensation at career stages
(employment, promotion, holidays, and retirement), and the process of calculating
and managing salaries, involving high costs and human resources. In this situation,
applying the cost-benefit theory in the public sector (Fuguitt & Wilcox, 2002) would
be relevant as to reflect the financial efforts in the public service quality and the
citizens’ benefit (Giordano et al., 2011).

During time, countries used different remuneration systems in their public
sectors. Until the 1980s, most countries were applying a remuneration system based
on the position in the institutional hierarchy and seniority. After that, the income
level started to be correlated with performance criteria (Hasnain, Manning &
Pierskalla, 2012). The introduction of the salaries correlated with individual
performance is based on the theories of Vroom Victor (1964) or Porter Liman (1968)
and became a universal model.

However, as mentioned in a report of the European Institute of Public
Administration (Cardona, 2007) performance-related payment schemes presume
high costs and require a lot of time for implementation. Furthermore, they
do not apply to all categories of employees, and measuring performance, especially
in areas where quantifiable results are not obvious, is a very difficult process.
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Furthermore, “there is insufficient, positive or negative evidence of the effects of
performance-related incomes in organizational contexts, which are similar to those
of the public service in order to reach a generalized conclusion on such reforms”
(Hasnain, et al., 2012).

Various studies argue that a performance-based remuneration system can be
implemented in any type of administration (Jensen & Murph, 1990). In opposition,
other authors (Hasnain, et al., 2012) who consider that there are few examples to
draw firm conclusions. Moreover, performance-based salaries can have negative
effects (Weibel et al., 2010).

Therefore, the performance-based remuneration model has many supporters
being implemented in different administrative systems, but there are also many
criticisms. The arguments against this system are based on the analysis of the results
from previous studies and the psychological effects produced by such a model. In
this respect, the income scale model that combines elements of status (basic salary),
complexity, and nature of work (basic salary adjustments) as well as performance
(variable pay component) is more preferred and suited for the public sector
(O'Riordan, 2008).

Good practices in the area of remuneration in the public sector should take
into account elements such as: creating control mechanisms, establishing the level
of remuneration according to a reference element (basic salary, average salary,
function specificity), adjustment of salaries with the inflation rate, correlation with
performance policy, leading to a combination of fixed and variable remuneration
(Bruni, 2017).

Moreover, the legislative changes regarding the remuneration of the
personnel paid from public funds should be based on the introduction of a modern
public management system that considers performance improvements in the quality
of public services, and on identifying sources of funding that enable sustainable and
steady income growth (Andrei et al., 2009).

By implementing Law no. 153/2017 on the unitary remuneration of the
personnel paid from public funds, Romania aimed to introduce a model of the
income scale that combines the elements of status and complexity with performance
aspects, given that the previous regulations were focused exclusively on a salary
system based on the position in the institutional hierarchy and seniority.

2. The evolution of the legislative framework regarding
the remuneration of Romanian public personnel
in 2000-2020 period

In Romania, the remuneration of the personnel paid from public funds has
been an issue included in all governments’ programmes and reform strategies over
the last 20 years. Thus, the Government’s Strategy on accelerating reform in public
administration (2001) comprised a system of unitary remuneration, reviewing the
modalities of remuneration of local elected officials, the development and
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implementation of a system of recruitment, evaluation, and promotion based on
competence and continuous training of civil servants (Romanian Government, 2001).

Additionally, the 2001-2004 Government’s Programme aimed to
depoliticize public administration structures and eliminate political clientelism, and
the mentioned actions included the consistent and correct management of civil
servants’ careers through adequate pay, stimulating and ensuring normal working
conditions in order to respect the principle of stability and continuity of work
(Romanian Parliament, 2000).

The 2009-2012 Government Program aimed to gradually reduce personnel
expenditures in Central and Local Public Administration to 20% compared to those
registered in 2008, to eliminate 139.500 vacancies and reduce expenses for travels,
bonuses, premiums, or incentives. Moreover, the 2012 Governing Programme aimed
to reform the payroll of the personnel paid from public funds (Parliament of
Romania, 2009).

The Strategy on the development of the Public Service 2016-2020 noted
that the public administration in Romania lacks “a general and transparent approach
to human resources management, especially regarding recruitment, evaluation,
payroll, career development for all categories of staff and training” (Romanian
Government, 2016).

Based on the objectives in the Government’s programs and administration
reform strategies, differentiated income regulations for civil servants and other
public personnel were adopted between 2000 and 2017. Each year, new regulations
or changes to the existing ones that mainly concern income indexations or changes
regarding the calculation manner, were introduced.

However, much of these changes concerned special situations, such as
granting staff bonuses or equal percentage income increases for other categories.
More than that, an increase in remuneration for one category led to similar demands
from other categories.

There have been attempts to establish a ratio between the minimum
base income and the maximum salary in the public sector (1 to 12 in 2009) or to
establish the maximum share in the Gross Domestic Product for personnel costs
(to gradually reduce the costs from 9.40 % in 2009 to 8.70 % in 2010, to 8.16 % in
2011, to 7.88 % in 2012, to 7.58 % in 2013, to 7.34 % in 2014 and to 7 % in 2015
and the next years).

This discordant approach regarding public personnel’s income led to a low
level of remuneration, which made the public sector unattractive being perceived as
a corrupt system. Major pay gaps between similar institutions and public positions
generated migration among civil servants to the public institutions with a higher
remuneration level (7127 in 2011) (National Agency of Public Servants, 2013).

In this context, Law No. 153/2017 on the unitary remuneration of the

personnel paid from public funds was adopted, which aimed to establish a
remuneration system for the personnel paid from the consolidated general budget of
the State (Article 1). In addition, the law presents the principles of the remuneration
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system (Article 6), including the principle of vertical and horizontal hierarchy within
the same field, depending on the complexity and importance of the work carried out.
The regulation also comprises performance criteria that must be used for personnel’s
promotion, and the conditions for receiving bonuses and prizes (Romanian
Parliament, 2017). The novelty brought by this normative act is the decentralization
of the decisions regarding the remuneration of local public administration personnel.
The maximum and minimum wage levels are established and also the fact that the
performance criteria and incomes are established by the decision of the Local
Councils, after consulting the employees.

Law no. 153/2017 on the unitary remuneration of the personnel paid from
public funds represented an important step in increasing the incomes of all categories
of public personnel and for granting bonuses and incentives, food and holiday
allowances, prizes, and premiums. However, it was not successful in eliminating the
unclarities and malfunctions identified in the public authorities and institutions. The
performance criteria set out in the law are difficult to quantify and apply on an
objective basis, and the content of the performance criteria specific to each field of
activity, as well as the evaluation procedure are established according to the
regulations applicable to each category of staff (Impact Assessment Report of
measures implemented under SCAP 2014-2020). In addition, the law has generated
a multitude of legal conflicts, and the large number of disputes should be in the
attention of the decision-makers (Carp, 2019).

The presented regulations and strategies managed to address only some of
the problems related to human resources management and, as noted in the Impact
Assessment Report on the measures implemented under SCAP 2014-2020,
Romania’s progress in public administration reform remains limited.

Moreover, the income increases generated by the application of the Law no.
153/2017 on the unitary remuneration of the personnel paid from public funds,
solved some of the problems related to remuneration and motivational policies
in the public sector but may have negative consequences on the economy. Salaries
in the public sector have risen significantly, exceeding the level of income from the
private sector. This situation may have a negative impact on inflation and
competitiveness if these increases will not be accompanied by productivity growth.
Another negative aspect remains the unsolved problem regarding the nonfinancial
motivational instruments that should be used by managers as well as the fact that the
remuneration system is not correlated with policies that might increase public
sector’s performance (Assessment Report on the impact of measures implemented
under SCAP 2014-2020).

54 ADMINISTRATIE SI MANAGEMENT PUBLIC e 36/2021




The effects of the implementation of Law no. 153/2017 on the unitary remuneration
of personnel paid from public funds

3. The research methodology and data collection

By adopting Law no. 153/2017 on the unitary remuneration of the personnel
paid from public funds, a reform regarding the income of the staff paid from public
funds was sought. In this respect, the purpose of this research is to analyze the impact
of the Law no. 153/2017 implementation in the Romanian public administration,
from the perspective of the application, its effects, and the correlation of individual
performance with the income level.

The main objective of the research is to analyze the impact of the current
remuneration system on the development and modernization of public
administration institutions in Romania.

The study is based on three specific objectives:

Ob.1: The analysis of the effects produced by the implementation of Law
no. 153/2017 on the unitary remuneration of the personnel paid from public funds.

Ob.2: The analysis of civil servants’ level of satisfaction concerning the
remuneration system applied in the public administration.

Ob.3: The analysis of civil servants’ perceptions regarding the application
of Law no. 153/2017 and on the implementation of a system that correlates
individual performance with the income level.

The research methodology consists of an opinion survey conducted using a
self-administered questionnaire built by the authors. The research was conducted in
Romanian public administration institutions. The questionnaire was designed by the
authors in order to investigate the impact of Law no. 153/2017 implementation and
civil servants’ perceptions on the effects and manner of application of this law, as
well as on the extent to which it is successful to correlate the individual performance
with the income level.

The 320 participants in the study were chosen using the convenience
sampling method. The sample chosen for this study reflects a representative
distribution of gender, age, administration experience, administrative level, and
hierarchical level.

4. The main results of the study and discussions

In order to analyze the effects of the implementation of Law no. 153/2017
on the unitary remuneration of the personnel paid from public funds and civil
servants’ perception on the new remuneration system, the collected data was
processed in SPSS and interpreted. For this analysis, averages, synthetic variables,
correlations, and regressions were computed.
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Figure 1. Civil servants’ perception regarding the income growth generated by Law
no. 153/2017 implementation
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Civil servants were asked to express their opinions regarding the income
increases generated by Law no. 153/2017 implementation and how they appreciate
their income growth. The responses were measured on a scale from 1 to 5. For both
questions, they considered that their personal income increased to a medium extent,
having the same opinion regarding the increases generated in the whole public
sector. The average of their responses was 2.90, respectively, 2.97.

Figure 2. The average distribution regarding civil servants’ perception
on the appreciation of their work
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Respondents were asked if they consider that their activity is appreciated,
based on three variables: the level of their earnings, the appreciation from their
hierarchical superiors, and from society. Each variable was measured on a scale of 1
to 4, where: 1 showed a negative perception of civil servants in relation to the three
mentioned attributes, 2 showed a satisfactory perception, 3 represented a good
perception and 4 showed a positive perception. In order to measure civil servants’
perception regarding the level of appreciation of their work and activities, a synthetic
characteristic was defined based on the three mentioned variables. The synthetic
variable represents a simple arithmetic average of the three variables used to measure
respondents’ perception regarding the appreciation of their work: V: N—> [1,4],
V = (V; + V5, 4+ V3)/3. A high value of the variable V means that the participants
consider that their work is appreciated by society, hierarchic superiors and related to
the level of remuneration they receive.

As shown in Figure 2, the averages of the three primary variables computed
based on the values recorded among the respondents are 2.6 for the perception of
their activity appreciation related to the level of the received income; 2.5 for the
variable that measures the level of appreciation from the hierarchical superiors and
2.5 in the case of the variable used to assess civil servants’ perception regarding the
appreciation from the beneficiaries of the services provided by them. The three
average values highlight a high degree of dissatisfaction among civil servants,
caused both by the internal factors of the public administration system, represented
in this case by the public service remuneration system and the attitude of hierarchical
superiors, but also because of the external factors that are represented in this case,
by the appreciation they received from the beneficiaries of the services provided by
them. The synthetic variable computed from the scores obtained for the three
mentioned components revealed that civil servants’ work is considered on average
from satisfactory to good, which represents a rather low level indicating a high
degree of dissatisfaction from the respondents’ part.

In order to analyze the aspects related to the remuneration system adopted
in 2017, the respondents were addressed three questions which meant to evaluate:

1. To what extent the new remuneration system encourages performance in
public administration.

2. The impact of the application of the new remuneration system on public
services’ quality.

3. To what extent some important aspects concerning the modernization of
the public administration are stimulated by this new remuneration system. Aspects
related to: attracting young people, encouraging mobility, stimulating personal
development, reducing corruption, increasing the quality of public services,
encouraging competition between employees to improve the quality of the
performed work, and attracting European funds, have been considered.
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Figure 3. Civil servants’ perception regarding the existence of a correlation between
the income level and individual work performance
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In order to investigate civil servants’ opinions regarding the correlation
between the level of remuneration and individual work performance, a five-value
measurement scale was used, where the values of the scale meant: 1 — there is no
correlation, 2 — the correlation is insignificant, 3 — the correlation is moderate, 4 —
there is a significant correlation and 5 shows a strong correlation between the two
considered variables. The highest proportion of respondents (38%), considered the
existence of a moderate correlation, and the other four response variants have
relatively equal weights ranging from 14 up to 16 %. The average value of this
variable is 3.1. The results showed that, in the participants’ opinions, the changes
implemented regarding the public sector remuneration system managed to correlate
the income levels with civil servants’ performance only to a medium extent.

Figure 4. Civil servants’ perception regarding the impact of Law no. 153/2017
implementation on the increase of public services’ quality
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In order to evaluate the extent to which the implementation of the new
remuneration system generated a positive impact on the public services’ quality, a
five-value measurement scale has been used, where the values of the scale meant: 1
— it had no impact, 2 — the impact was insignificant, 3 — the impact was moderate, 4
— the quality of public services has improved quite much and 5 — the quality of
services has greatly improved. The highest share of respondents considered that the
impact of the new remuneration system on public services quality was a moderate
one. The average of the responses to this question is equal to 3, indicating that the
current remuneration system impacts the increase of public service quality only to a
medium extent.

Figure 5. The average distribution of the variables measuring the quality
of the remuneration system and its effects on stimulating the process of modernization
in public administration

V8A V8B v8C V8D V8E V8F V8G V8H
(Source: Authors, 2021)

In order to evaluate the quality of the current remuneration system and its
effects on stimulating the process of modernization in public administration, civil
servants were asked to what extent the new remuneration system encourages a series
of actions such as: attracting young people to public sector (v8a), stimulating
employees’ mobility in public administration (v8b), boosting individual
performance (v8c), reducing corruption in public administration (v8d), increasing
the quality of public services (v8e), increasing competition between employees
(v8f), increasing the level of responsibility on the part of employees (v8g) and
boosting European funds access (v8h). To measure respondents’ perception related
to the eight mentioned items, a scale of five values was used, where the scale meant:
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1 — it does not stimulate at all, 2 — it stimulates to a small extent, 3 — it stimulates to
a medium extent 4 — it stimulates quite a lot and 5 — it stimulates to a high extent.

Considering civil servants’ opinions related to the eight criteria outlined
above, the results revealed that the law regarding public personnel’s remuneration
stimulates the modernization process of the public institutions, on average, only to a
medium extent. For each of the mentioned items, the majority of respondents
(between 58 and 67%) considered that the current remuneration system encourages
the modernization of public administration to a medium extent. Moreover, for most
of the above-mentioned criteria, civil servants’ proportion who considered that the
actual remuneration system does not stimulate public administration modernization
or it stimulates only to a small extent is between 25 % (in the case of variable 8c)
and 35 % (in the case of variable 8a).

For each mentioned criterion, the average distribution of the responses was
computed. The results are presented in Figure 5 and reveal the reduced capacity of
the current remuneration system to support the modernization process in the
Romanian public administration. The only positive identified aspects are related to
the increased capacity of the public administration to access and use European
funding (the average for this item is 3.4) and the reduction of corruption in the public
institutions (the average for this item is 3.2).

Figure 6. The average distribution of civil servants’ responses regarding
the contribution of the actual remuneration system to public administration
modernization (V8)
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In order to evaluate the capacity of the actual remuneration system to
contribute to public administration modernization, based on the eight primary
variables presented above, the variable V8 was defined using the following
relationship: Vg: N—> [1,5],V8 = (Vgq + -+ + Vg,) /8. The distribution of these
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variable values is presented in Figure 6, revealing that, in civil servants’ opinions,
the current remuneration system contributes to public administration modernization
from a small to a medium extent.

Figure 7. Civil servants’ perception regarding the difficulties encountered in the
process of the Law no. 153/2017 implementation
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In order to evaluate the difficulties in implementing the regulations of the
analyzed law, the civil servants were asked to appreciate the extent to which they
found it difficult to implement this law, using a scale from 1 to 5, where the values
of the scale meant: 1 — not difficult, 2 — to an insignificant extent, 3 — to a medium
extent, 4 — quite difficult and 5 — to a high extent. The average distribution of
responses revealed that the majority of the participants considered that Law no.
153/2017 was difficult to implement only to a medium extent.

Table 1. The distribution of responses regarding the conflicts generated by the
application of the remuneration law (%)

Quite a lot Many . T
Quite many | An insignificant
0, 1
(O\Qirei?v/icl) of a(ggtl//vegp ﬂ:‘; (between number (the No conflicts
o 10% si Va) most 10%)
servants) civil servants)
34.0 10.0 4.0 9.5 42.5

(Source: Authors, 2021)

An important aspect related to the application of the analyzed normative act
is related to the difficulty of its implementation, as well as to the number of generated
legal conflicts or processes. The results presented in Table 1 highlight two important
aspects concerning the implementation of this law, namely, the high costs supported
by the public institutions for the implementation of this law, as an important share
of civil servants contested in Court the administrative acts resulted from the
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application of this law. One-third of the study’s participants reported that more than
half of civil servants contested this legislative act in Court, generating a climate of
mistrust among civil servants due to the high number of labor disputes being resolved
through justice.

Table 2. The average distribution of the responses regarding civil servants’
satisfaction on the actual remuneration system (%

Very - Moderately Very little -
satisfied Satisfied satisfied satisfied Not satisfied
12.1 18.9 39.8 13.6 15.6

(Source: Authors, 2021)

The implementation of any regulation related to the public sector may also
have a negative impact on civil servants’ satisfaction. Consequently, respondents
were asked about their degree of satisfaction concerning the existent remuneration
system. The distribution of their responses is presented in Table 2 and shows that
there is a high proportion of civil servants who are dissatisfied with the adopted
remuneration system.

The research results revealed that the actual remuneration system that was
adopted in 2017 is an expensive one, being difficult to implement. More than that, it
seems that the motivation of most civil servants has not increased. At a first glance,
the situation seems paradoxical because, with the introduction of the new
remuneration system of public sector personnel, inclusively civil servants’, the ratio
between the average monthly net wage earnings in the public and private sectors per
total and by gender has re-entered an upward trend.

Figure 8. The ratio between the monthly average net earnings in the public and
private sectors per total and by gender
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Figure 8 presents the evolution of the ratio between the monthly average net
earnings in the public and private sectors per total and by gender, in the 2008-2018
period. The data reveals some important aspects such as: throughout the mentioned
period, the ratio per total and by gender, was over unitary, the maximum values
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above 1.5 were reached in 2008, and the minimum values in 2011. In the period
following the crisis in 2008, the value of the indicator steadily decreased as a result
of the decrease in the average nominal net earnings in 2011 compared to 2008 in the
public sector by almost 9% and the increase in the private sector by 22%. In the
2012-2016 period, a recovery in the value of this ratio was registered, and in 2012
the ratio increased to 1.2 as a result of the higher rate of growth in the average net
earnings in the public sector (the 2016 growth rate compared to 2011 was 48%) than
in the private sector (40%). In the 2016-2018 period, there was an increase in the
public-private imbalance, with the ratio reaching 1.4 as in 2018 the average monthly
net earnings growth rate in the public sector was 43%, while in the private sector
was 24%. In 2018, compared to the previous year, the average monthly net earnings
growth rate in the public sector was 19%, while in the private sector was 11%.

Table 3. Regression models based on the dependent variable -
the degree of appreciation of civil servants’ activity (V3)

Model 1 Model 2
c 1.751" (0.228) 0.961" (0.243)
Vs 0.346" (0.063) 0.231" (0.055)
Voua 0.019" (0.007)
1A 0.126" (0.059)
v, 0.174" (0.090)

(Source: Authors, 2021)

In order to investigate how certain characteristics influence civil servants’
perceptions regarding the level of appreciation of their activity, two regression
models have been defined. The results are presented in Table 3. The first regression
model reveals a significant linear dependence between the level of appreciation of
civil servants’ activity based on the remuneration system’s capacity to contribute to
the public administration’s modernization (V8) and on civil servants’ seniority in the
public institutions (V,,4,). The second model highlights a linear dependence between
civil servants’ perception regarding the level of appreciation of their work and the
capacity of the remuneration system to contribute to the public administration’s
modernization (V8) the immediate impact of the application of the new regulations
of the law (V1) and the income received by civil servants (V2).

5. Conclusions

Law no. 153/2017 was intended to be a reform for the public sector that
would contribute to increasing institutional and individual performance by applying
a motivating, objective, and balanced remuneration system. However, there is a high
degree of dissatisfaction among civil servants regarding the new remuneration
system. Moreover, the collected data revealed that, despite some income increases,
the internal factors of the public administration system, such the hierarchic superiors’
attitudes or external factors represented by the appreciation of civil servants” work
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by the beneficiaries of their services, are more relevant than remuneration, in
developing motivation.

The mechanism implemented by the requirements of the remuneration law,
generated changes that, according to the respondents, are not in line with the process
of public administration modernization. Thus, the new remuneration system is not
linked to the level of performance and slightly encourages the increase in public
services’ quality, resulting in a negative impact on civil servants’ professional
development.

Overall, the study’s results led to the conclusion that the current
remuneration system does not sufficiently support the modernization process in the
public administration, especially since the allocated financial resources have led to
the decrease of public investments. The positive aspects resulting from the
application of the new regulations are related to the increasing of public
administration capacity to attract European funds and reducing corruption.

The study also revealed the high costs generated by the regulations of the
normative act implementation, as an important proportion of civil servants contested
the law, in court. The legal conflicts generated additional expenses for public
institutions and led to the development of a climate of mistrust between civil servants
and public institutions.

Therefore, although an increase in civil servants' incomes has been observed,
reaching a similar level with the private sector’s, the benefits of the remuneration
system are few in terms of modernization, performance, and quality, the only
obvious benefit being the reduction of corruption.

In conclusion, the regulatory act requires adjustments in the light of
applicable criteria, correlation with other normative acts, and clarification on the
application mechanism. There is also a need for better reporting of the civil servants’
income levels with the individual performance assessment system and the
implementation of measures aiming to increase the nonfinancial motivation of the
human resources from public administration.
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Abstract: The extant literature on entrepreneurial intentions has examined the relationship
between human entrepreneurial activity and entrepreneurship policy, especially in terms of
institutional environment and institutionalism or the role of supporting policies. The aim of
this article is to empirically verify the impact of perceived public support and institutional
barriers on students' entrepreneurial intentions. The article uses the quantitative approach
typical for social sciences. Based on a literature review, two hypotheses were retrieved,
and then empirically verified. The primary tool was a survey conducted on a relatively
large sample of 719 students of seven different universities from Krakow (Poland). The
multiple regression was applied as a leading tool for hypotheses verification. The results
confirmed that positively perceived public support in favour of entrepreneurship
strengthens the young generation's entrepreneurial intentions to start their own business,
while negatively perceived administration barriers against entrepreneurship blunts the
young generation's entrepreneurial intentions to start their own business. Therefore, this
article's contribution to extant literature is the replication of research from well-advanced
economies in the discussed scope and its transfer to the realities in Poland. Furthermore,
the contribution of this article is a verification of the postulated negative perception of
institutional barriers, and not just obstacles related to obtaining financial support, as it is
the case in various articles.
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Introduction

Although derived from social psychology, intention-based models are
successfully applied in management research, particularly in entrepreneurship
studies. On their basis, we can predict future behaviour, which is essential both to
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managers, economic analysts, and decision-makers responsible for shaping an
appropriate system of support for entrepreneurship, including its important
element, namely entrepreneurship education (Bartha et al., 2018; Wach &
Glodowska, 2019) whose main task is to shape proper entrepreneurial attitudes. An
appropriate education system stimulating entrepreneurship is significant for
economic practice (Gubik & Bartha, 2018), the European Union has recommended
such solutions has recommended such solutions for many years, but also in Poland
the implementation of those recommendations is becoming more and more critical,
not only at economics universities but also in non-economic fields of study
(Ptaziak & Rachwat, 2014), especially in the aspect of the internationalization and
Europeanization of Polish universities (Dobbins & Kwiek, 2017). In this context,
Sutkowski et al. (2020) notice the necessity for the adequate transformation of
Polish universities, especially in the context of demographic changes (Sutkowski et
al. 2019). One of university's tasks is to shape entrepreneurial attitudes, inspire to
think creatively and stimulate entrepreneurial intentions among university students
(Kuehn, 2008). As Nowinski et al. (2020) emphasize, in shaping entrepreneurial
attitudes not only education in the area of entrepreneurship is important but also the
perception of public support and barriers. Wannamakok et al. (2020) based on their
empirical study, observed that each dimension of the institutional environment
plays a decisive role in Estonian university 'students' entrepreneurial intentions.

The aim of the article is the empirical verification of the impact of the
perceived public support and administration barriers on entrepreneurial intentions
of students. The primary tool was a survey conducted among students (n = 719) of
a few universities from Krakow (Poland). The survey results were subject to
statistical processing with the use of the Statistica® software.

1. Theoretical background and literature review

In order to understand what mechanisms govern entrepreneurial intentions
of individuals, it is worth using a well-established psychological and sociological
concept dating back to mid-1980s — the theory of planned behaviour (TPB),
developed by Ajzen (1991). According to this theory, intentions to perform
behaviour depend on three antecedents (i) what attitude we have towards this
behaviour, (ii) perceived behavioural control, that is feasibility, and (iii) social
norms which shape the perception of this behaviour. The first two factors, namely
the attitude towards given behaviour, or rather results related to that behaviour, and
the perception of social norms towards this behaviour, reflect the purpose and
desire for the occurrence of such behaviour. The third factor reflects the personal
perception of the possibility to control given behaviour and is identical to the sense
of self-efficacy. However, it is worth expanding this model with external factors
inherent to the external environment (Figure 1) and to separate attitude towards risk
from the general attitude towards entrepreneurship, as risk-taking is one of the key
features of entrepreneurial orientation (Gtodowska et al., 2019; Kusa, 2020).
Although numerous times applied and tested, but this model is not conclusive all
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read the globe, and some researchers noted different relations (Zamrudi & Yulianti,
2020; Udayanan, 2019).

Figure 1. The extended theory of planned behaviour by Icek Ajzen
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(Source: developed from Ajzen, 1991, p. 182)

This general concept of the intention to perform given behaviour was
applied to analyze entrepreneurial intentions which are defined by Thompson
(2009, p. 367) as the realized by oneself conviction about setting up a business
venture and conscious planning to initiate or create this process in the future.
Krueger (1993) defines entrepreneurial intentions similarly, as the propensity and
possessing potential to start one's business activity in the near future. Kogoglu and
Hassan (2013) emphasize that while entrepreneurial intentions depend on those
three mentioned variables (entrepreneurial attitude, subjective norms, perceived
behaviour control), they also depend on personality traits, mainly on how an
individual perceives his or her conditions and capabilities leading to the desired
state (Azjen, 1991). Byabashaija and Katono (2011), as well as Bae at al. (2014)
stress an essential role of situational factors (such as the ability to employ or the
ability to make sacrifices and commitments) and characterological and personality
traits (purposefulness, feasibility, efficacy) in stimulating entrepreneurial intentions
and their transformation into specific behaviour - the establishment of one's own
business activity (Tamulevi¢iené & Androniceanu, 2020). It can be confirmed by
results obtained in research of discrimination in employment — it is higher for the
young employees and often has form of limited possibilities of successful career
planning and decent remuneration (Bilan et al., 2020). Therefore, in countries with
essential barriers to start own business and narrowed perspectives for successful
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employment growing migrants’ outflows of the youth are observed. Appropriate
institutional support in the receiving countries becomes an essential driver for
youth migration intentions (Mishchuk et al., 2019).

To mitigate the problem of youth human capital effective usage and to
increase the entrepreneurial aspiration of students, entrepreneurship course in the
universities have risen. As it proved by Eyel et al. (2020), the effectiveness of these
courses differs for public university students and foundation university students,
however, the tendency for increase of entrepreneurial incentives and values is
common for all groups engaged in the courses. No doubts, entrepreneurial
aspiration can significantly differ depending on social conditions and family
experience. Kumar et al. (2018) argue that attitudes towards business establishing
have links with income of household, years of schooling and even experience of
unemployment of household heads. While in this research gender differences have
not been found, other researchers stress that male students declared a statistically
higher interest in entrepreneurial activity as compared to female students (Cera et
al., 2018). These findings are important to design study programs in
entrepreneurship more sensitive to gender needs in order to increase
entrepreneurial participation.

Recent empirical evidence also linked leadership with the entrepreneurial
intentions (Fauzi et al., 2021). Psychological profiles and personal traits are
important not only for potential entrepreneurs, but also for nascent entrepreneurs
and mature entrepreneurs (Wach & Gtodowska, 2021; Basuki et al. 2021; Reissova
et al., 2020). Wardana et al. (2021) emphasize that entrepreneurial culture, as a part
of widely understood socio-cultural environment in a particular country,
successfully affects students’ intention to start their own business.

The second, equally often quoted theoretical conceptualization of
entrepreneurial intentions is the entrepreneurial event model (EEM), very often
called the SEE concept (Shapero's entrepreneurial event) whose foundations were
created by Shapero (1975), who then developed it with his collaborators (Shapero
& Sokol, 1982), although also Krueger (1993) contributed to its development
introducing external factors, thus it is sometimes called the Shapero-Krueger model
(Krueger et al., 2000). Shapero model assumes that human activity is guided by
inertia until an action disturbing the balance occurs and is most often negative (e.g.
the loss of a job). Such impulses motivate to act (Heuer, 2012). In addition to the
propensity to act, also the credibility of behaviour is important, understood
dychotomically as its desirability and feasibility. The factors shape entrepreneurial
intentions. Entrepreneurial intentions in the model are shaped in a broader context,
since it is necessary to consider a number of personality and behavioural traits
(Elfving et al.,2009).

Schlaegel and Koenig (2013, p. 292) emphasize that "TPB and SEE are
two theories most competing with each other, commonly tested empirically in
order to explain entrepreneurial intentions (EI)", which is also stressed by the
co-creator of the other concept himself (Krueger et al. 2000). Models based on
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intentions work well not only in social psychology but also in marketing and
management (Krueger et al., 2000, p. 416).

Karyaningsih et al. (2020) proved that entrepreneurship education impacts
entrepreneurial mindsets and entrepreneurial intentions. Based on the recognized
international GUESSS survey Gubik and Bartha (2018) observed that educational
institutions in all four Visegrad countries support analytical skills, but not social
skills for entrepreneurship. Hassan et al. (2021) proved that the empowering
students during their higher education has a positive impact on their entrepreneurial
intentions. Kurczewska et al. (2020) observed that graduates' entrepreneurial
success is influenced not only by the academic knowledge itself but also by
practical skills gained due to cooperation between universities and employers and
entrepreneurs. On the other hand, Wagner and Sternberg (2004) underline the role
of regional policy and regional milieu in shaping entrepreneurial intentions in
Germany (based on REM surveys), while Nowinski et al. (2020) underscore that
the intentions are shaped by universities and widely understood institutional
environment. As there is not a lot of empirical evidence linking the perceived
public support and perceived administration barriers, this is why we would like to
combine entrepreneurial intentions with these institutional issues. Cong Doanh
(2021) observed empirically in Vietnam very interesting dimensional impact of
institutional environment on entrepreneurial intentions, which are rooted in cultural
issues, and what is more, observed different influence of different dimensions of
the environment (regulative, normative and cognitive environment) as well as the
important role of social capital in the environment. Baharuddin and Ab Rahman
(2021) proved similar relations among students in Indonesia.

2. Hypothesis development and research methodology

The existing literature on entrepreneurial intentions has studied the
relationship between an entrepreneurial activity of a human being an and the
entrepreneurship policy, particularly in the institutional approach (Autio & Fu,
2015; Simon-Moya et al., 2014). Some research focuses on showing the role of
policies supporting entrepreneurial intentions (Roman et al., 2013; Nowinski et al.,
2020). Van der Zwan et al. (2016) observed that the perception of public support
determined entrepreneurial intentions. Therefore, on that basis, the following
hypothesis should be adopted:

H1: Perceived public support for entrepreneurship strengthens the young
generation's entrepreneurial intentions to start their own business.

Schwarz et al. (2009) postulate that the perceived barriers to
entrepreneurship considerably diminishes the entrepreneurial intentions of people
who consider establishing their own business. The quoted literature of the subject
inclines to adopt the following research hypothesis:

H2: Perceived administration barriers to entrepreneurship blunt entrepreneurial
intentions of the young generation to start their own business.
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The empirical research aimed to implement Ajzen's theory of planned
behaviour in a group of students in the Polish reality. It is one of the most
frequently applied concepts when analysing behavioural intentions (Rantanen et
al., 2015; Wach & Wojciechowski, 2016). For the empirical research the
guantitative approach was used. As the leading research tool a survey among
Polish and foreign students was conducted. The survey questionnaire
(Entrepreneurial Intention Questionnaire, EIQ) was divided into six parts, four of
which concerned independent variables (entrepreneurial attitude, attitude towards
risk, subjective norms, perceived control over behaviour), one dependent variable
(entrepreneurial intentions), whereas the last one included the basic characteristics
of the respondent, which served as control variables. The first six parts included
from 4 to 7 questions evaluated on the 7-point Likert scale, which were then
standardized and given the form of quasi-continuous variables through building
aggregated indices. The survey's individual parts were determined in accordance
with the developed research model (Figure 2) based on Ajzen's theory of planned
behaviour (1991, 2011), extending it with all the control variables and one
explanatory variable.

Figure 2. The research model for the hypotheses verification
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The EIQ survey was conducted in seven different universities in Krakow
(out of 21 public and private universities operating in this truly academic city),
including: (i) Cracow University of Economics, (ii) Jagiellonian University, (iii)
Pedagogical University of Cracow, (iv) AGH University of Science and
Technology, (v) Cracow University of Technology, (vi) University of Agriculture
in Krakow, (vii) Jesuit University Ignatianum in Krakow.

Women constituted 66.8%, and men only 33.2% of the research sample.
By age, the research sample was dominated by people aged 20-21 (43.6%) and 22-
23 (58.9%), only 9.7% of students were below 20, and 8% were above 25. The
majority of students were from bigger cities (37.2%), and 26.1% were from smaller
towns, whereas 36.1% were from the country. The surveyed students studied
mostly at the bachelor level (67%), but also at master's level (25.9%), while PhD
students constituted only 7.1% of the respondents.

The results of the survey were subject to statistical processing with the use
of the Statistica® software. In order to verify the assumed hypotheses, multiple
regression was applied, which enables to show relations between a few explanatory
variables and one dependent variable (entrepreneurial intentions), to be more exact,
the impact (force, direction if it is significant) of the selected factors on the
dependent variable.

3. Empirical findings and discussion

For the analysis, we used one dependent variable (“entrepreneurial
intentions™) and two explanatory variables (the first one was "perceived public
support”, and the other one was "perceived administration barriers"). At the level of
significance a = 0.000, we find that selected determinants together have a
significant impact on the surveyed students' entrepreneurial intentions (Table 1).
The assessment of the b parameter with the "perceived public support” variable
equal to (+) 0.333 means that the positively perceived public support favoured the
entrepreneurial intentions of students. The p-value determined for the t test statistic
indicates that this variable has a statistically significant impact on the chances of
entrepreneurial intentions, which means that the hypotheses H1 was confirmed.
The assessment of the parameter b with the variable "perceived institutional
barriers” equal to (-) 0.163 means that negatively perceived barriers in the
institutional environment were accompanied by reduction of entrepreneurial
intentions of students. The p-value means statistically significant effects, which
means that we can confirm the hypothesis H2. The disadvantage of the calculations
is its estimation, which explains changes in the dependent variable only in 15.1%.

When building Model 2 for estimations we applied three basic variables of
the theory of planned behaviour of Ajzen (subjunctive norms, attitude toward
behaviour and self-efficiency as perceived behavioural control) and extended the
model of two new variables, namely perceived public support and perceived
administration barriers, which allowed to explain changes in the depended variable
in 65.3% when we treat these five variables together.
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Table 1. The summary of the regression of the "'entrepreneurial intentions™
dependent variable among the surveyed students

Model 1 R=0.388 R"2=0.151 adjusted R2 = 0.148

F(2.716)=63.526 p<0.0000 Standard error of estimation: 0.332
Variables b* Std. Err. Std. Err.

b* b b t(716) p
Constant 3.346 0.315 | 10.615 | 0.000
Perceived public support | (332 0.034 | 0.464 0.048 9.593 | 0.000
Received administration
barri -0.163 0.034 | -0.244 0.052 -4.699 | 0.000
arriers

Model 2 R=0.808 R"2= 0.653 Adjusted R2= 0.650

F(5,712)=268.18 p<0,0000 Standard error of estimation: 0.853
Variables b* Std. Err. Std. Err.

b* b b t(716) p

Constant -0.355 0.260 -1.366 | 0.172
Subjunctive Norms 0.016 0.024 0.020 0.030 0.681 | 0.495
Attitude 0.726 0.025 0.815 0.029 28.046 | 0.000
Self-efficiency 0.095 0.026 0.123 0.034 3.615 | 0.000
Perceived public support 0.052 0.024 0.073 0.034 2.124 | 0.033
Received administration -0.038 0.022 -0.056 0.034 -1.669 | 0.095
barriers

(Source: own study)

The positive impact of the positive perception of public support on
students' entrepreneurial intentions is accordant with findings from other countries
of the world (van der Zwan et al., 2016; Roman et al., 2013; Nowinski et al.,
2020), but also with research into widely understood institutional environment for
entrepreneurship (Autio & Fu, 2015; Simén-Moya et al., 2014). What Schwarz et
al. (2009) postulate only theoretically has been confirmed in this article, therefore
negative barriers to the development of entrepreneurship significantly diminish
entrepreneurial intentions of people who consider the establishment of their own
business.

Moreover, in our empirical study, a number of control variables were used,
such as the respondent's gender and age, level of studies, place of residence.
Inferring on the significance level 0.01 we can say that any experience in family
business in one's own household contributed to higher entrepreneurial intentions
among the studied students. This is line with the majority of results round the
globe, but there are few exceptions with a contrary confirmation (Moussa &
Kerkeni, 2021).
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The empirical research was conducted before the coronavirus pandemic.
The Covid-19 disease spreading all over Europe throughout 2020, and now, in
2021, totally changes the situation, and Androniceanu (2020) noticed it also caused
major changes in EU policies. Due to coronavirus pandemic, one's own business
activity is undoubtedly less popular nowadays, thus the studied entrepreneurial
intentions would obtain lower values in the survey.

Tartavulea et al. (2020), based on the research conducted during the first
wave of Covid-19 pandemic in as many as 13 European countries, proved that it
has rather a moderate effect on education. In this context, public aid and support
for e-learning, in technical issues in particular, seem indispensable (Smatkov et al.,
2019), and so is the professionalization of managing universities as public
institutions (Sutkowski et al. 2020) or also mergers and acquisitions in higher
education (Sutkowski et al. 2019), especially in the era of international
entrepreneurship on universities (Sutkowski & Patora-Wysocka, 2020) and
Europeanization of universities (Marques et al., 2020).

4. Conclusions

The statistical results presented in the article allow to adopt the assumed
hypotheses. Positively perceived public support for entrepreneurship strengthens
entrepreneurial intentions of the young generation to start their own business.
Negatively perceived administration barriers to entrepreneurship  blunt
entrepreneurial intentions of the young generation to start their own business.

As every empirical research based on perception, also the one discussed in
this article has its own limitations. Firstly, the research sample (n = 719) was
relatively big, although it included only students from the second biggest city in
Poland, Krakow. It would be worth including the whole population of students in a
given country in such research. Secondly, the number of questions in the survey
was limited, however, in the future, it would be a good idea to extend it with other
research strands. Thirdly, inference based on perception, although fully acceptable
by psychologists and management researchers, and what is more, having a lot of
confirmations in reality, still does not allow to absolutize conclusions in research
into entrepreneurship.

Therefore, firstly, this article's contribution to extant literature is the
replication of research within the discussed scope and their transfer to the Polish
reality. Secondly, the contribution of this article consists in the verification of the
postulated negative perception of institutional (administration) barriers, and not
only barriers related to obtaining financial support, as it takes place in different
articles (Nguyen, 2020).

The collected empirical material and most of all the research findings
indicate possibilities to extend research by new research strands, such as positive
and negative motives behind taking the decision about setting up business activity,
or problems of the impact of family entrepreneurship on students' entrepreneurial
intentions. It is also worth conducting a comparative study of students of different
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fields of study, although based on a homogenous sample, the statistical inference is
much simpler.
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Abstract: Many countries face with a shadow economy today. This phenomenon is a real
problem for the governments, especially in the context of significant upheavals, reducing
fiscal potential, distorting the development indicators and complicating any analytical
conclusions about the state of the economic system. Given these facts the study analyses
the problem of shadow industry in the Ukraine’s regions, in particular by evaluating the
integral index of financial and economic security of the industry. Its goals are: 1)
development of the theoretical and applied approaches to the impact of the shadow
economy on the public administration in relation to financial and economic security of
industry in the regions of the country; 2) improvement of the methodology for
governmental policy analysis of the level of the shadow economy in the said industry.
Recommendation of the public policy measures to reduce the level of shadow industry in
the regions were also presented. The method of analytic hierarchy process, the expert
methods and the method of calculating the integral index as research methods were used in
the study. Based on the analysis conducted, the matrix of strategic zones “Level of the
shadow economy - level of the financial and economic security” was constructed. The
proposed matrix should be useful in taking public management decisions, depending on the
strategic area in which the region is located.
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Introduction

The problem of the shadow economy is urgent in the modern world, as it
poses one of the most dangerous threats to the public administration, especially in
relation to financial and economic security of the country, region or industry.
Attention to solving this problem is gaining in character, as the shadow economy
causes corruption in the economic, social, public policy and many other spheres
(Podhorska et al., 2019). One may add here that some scholars link the prone to
corruption with religion (Valdovinos-Hernandez et al., 2019) or culture
(Valdovinos et al., 2019; Placek at al., 2019). In addition, shadow economy
incorrectly reflects indicators of the development of economic systems and
destructively affects the socio-economic development of industry of country's
regions.

High level of shadow economic activity has a negative impact on the image
of the country, its competitiveness, and international economic interactions and on
the efficiency of structural and institutional reforms (Markina et al., 2018;
Todorovic et al., 2019). The level of the shadow economy is one of the most
important factors influencing the financial security of the social protection system
(Malyovanyi et al., 2016; Islam et al., 2020; Cera et al., 2020). Ivanova et al.,
(1999) consider the problem of the shadow economy as a component of the
economic security problem in the country.

An essential economic feature of a shadow economy is its destructiveness,
which has a direct negative impact on the public administration of the country, an
industry, or a region. Taking action to counter this threat is a complex process. It
requires the interaction of all structures at all levels of economic activity. Only
properly designed measures can effectively combat illegal business.

According to a study by the international Association of Chartered
Certified Accountants (ACCA) on assessing and forecasting the development of a
global shadow economy, Ukraine is in the top five countries with the largest level
of shadow economy and is ranked third out of 28 countries with 46.12% of official
GDP volume in 2017 compared to 45.96% in 2016. Other countries with high
levels of shadow economy are Azerbaijan (66.12%), Nigeria (47.4%),
Russia (39.29%) and Sri Lanka (37.33%). Instead, the lowest shadow economy
was observed in the United States — 7.69%, Japan — 9.89%, and China — 10.17%
[Ukraine is in the top 5 countries]. In other words, the shadow economy
constitutes a large sector of the economy and contributes to the significant
shadowing of foreign economic activity of domestic producers (Martyniuk and
Yakubowska, 2020).

Assessing the level of the shadow economy is important as it answers the
question of how strong and targeted public policy measures should be taken to
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overcome it, how much the state expects to benefit from the fight against the
shadow economy and how much it is willing to spend on it. As the shadow
economy is not evenly distributed between particular sectors, its measurement
makes it possible to decide on which sectors of the economy urgently need to target
corrective public policy measures. Given these deliberations, the study of the
impact of the shadow economy on the level of financial and economic security is
critical, because this problem is insufficiently addressed by the researchers.
Particularly, the peculiarities of the shadow sector and its impact on ensufing
public administration of the necessary level of financial and economic security in
industry across the country's regions are under-researched. All this necessitates
further research and scientific substantiation of scientific and methodological
approaches to the formation of public policy for improving the level of financial
and economic security by counteracting and combating the shadow economy.
Therefore, the paper’s goals are: 1) development of the theoretical and applied
approaches to the impact of the shadow economy on the public administration in
relation to the financial and economic security of industry in the regions of the
country; 2) improvement of the methodology for governmental policy analysis of
the level of the shadow economy in the said industry.

1. Literature review

Many studies are devoted to the study of the shadow economy and its
impact on the financial and economic security of the country's industry. Various
aspects of the issue were researched, such as: a) the formulation of the content of
the concept; b) the negative impact of the shadow economy on the social, financial,
economic spheres of the country; c) features of the influence of the shadow
economy on various industries; d) identification of common features of the shadow
economy as a negative phenomenon for different countries of a particular
economic region, etc.

Considering the economic essence of the concept of "shadow economy”, it
should be noted that among researchers there is no consensus on its formulation
and interpretation (Olah et al., 2019). One can find the following alternative names
for the concept of "shadow economy": informal economy (Goel et al., 2020;
Chavdarova, 2018; Bayar et al., 2020); black economy (Bevan et al., 1989;
Lyssiotou et al., 2004; Dilnot and Morris, 1981), underground economy (Bajada,
1999; Feige and Urban, 2008), hidden economy (Giles, 1999; Kazemier and van
Eck, 1992), second economy (Bagachwa et al., 1995), informal economy (Johnson
et al., 1998), undeclared economy (Williams and Horodnic, 2015), unobserved
(unregistered) economy (Feige and Urban, 2008; ). Such alternative names have
been given by scientists to activities that belong to the shadow sector, if they are
illegal and informal. This phenomenon may be interpreted as a set of economic
processes that bypass laws and state control (Markina et al., 2017; Androniceanu
and Tvaronaviciené, 2019; Siekelova et al., 2020).

In addition, different authors have explored different aspects on which it
has a negative impact. In particular, Malyovanyi, et al., (2016) studied the impact
of the shadow economy on the public administration and proved that the growth of

[ ADMINISTRATIE SI MANAGEMENT PUBLIC e 36/2021 83]




Shadow economy and its impact on the public administration: aspects of financial
and economic security of the country's industry

the shadow economy leads to a decrease in social benefits per capita. In turn, Bilan
et al., (2019) assessed the normal distribution of capital investment and the level of
the shadow economy of the European Union and Ukraine. They showed that with
the growth of the shadow economy, the amount of capital investment in the country
decreases. Other researchers have studied the impact of the shadow economy not
only on the economic development of the country as a whole, but also on the
development of its individual industries (branches). In their works, scientists have
taken into account that the branches of the economy are characterized by their
specific functioning and development (Bayar et al., 2020). In particular, Kozlova
(2017) as well as Burroni et al., (2008) analyzed the impact of the shadow
economy on the development of the textile industry. Furthermore, Williams et al.,
(2007) as well as Chancellor and Abbott (2015) described the impact of the shadow
economy on changes in labor productivity in the construction industry. And
Kopytko (2013) reveals the features of the shadow economy on the efficiency of
industrial enterprises. That’s also worth adding that Markina et al., (2018)
identified the main features of the shadow economy, common to all countries of a
particular economic region. According to them, the average shadow economy level
is 18% for OECD countries (an international organization of 35 countries, most of
which are high-income countries and high HDI and are considered as developed
ones), and about 37% for countries with a transitional economy, which confirms
the concept of regionalization of the economy. The authors argued that the shadow
economy depends not only on economic but also on public policy.

There is no single method of calculation that would accurately reflect the
level of the shadow economy and fully take into account all the factors that may
cause it or affect its level. The Multiple Indicators Multiple Causes (MIMIC)
approach has become widespread. Dell’Anno (2007) estimates the Portuguese
Shadow Economy (SE) from 1977 to 2004 and tests the statistical relationships
between the SE and other economic variables. In order to carry out the econometric
analysis, a multiple indicators multiple causes (MIMIC) model with means and
intercepts is applied. Furthermore, they predict the evolution of the shadow
economy in three Mediterranean countries, namely France, Spain and Greece using
a multiple indicators and multiple causes model based on the latent variable
structural theory. Alafién and Gémez-Antonio (2005) adopted this approach to the
Spanish case that is based on the theory of unobservable variables. This
methodology involves the estimation of structural models (MIMIC) which analyses
a set of causes of the shadow economy while simultaneously taking into account its
influence upon a series of indicators.

In turn, Feige and Urban (2008) examine the conceptual and empirical
relationships between new National Income and Product Accounts (NIPA)
methods for obtaining "exhaustive” measures of total economic activity and the
two most popular macro-model approaches (electric consumption and currency
ratio models) for estimating the size and growth of the shadow sector. In contrast to
it, Lyssiotou et al., (2004) propose a consumer demand system approach to
estimate the size of the shadow economy where alternative hypotheses affecting
the empirical results can be tested in a nested framework. This approach allows the
estimation of the under-reporting of household income from various sources,
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dispensing with the need to use arbitrary criteria to classify households by their
main source of income (Ol&h et al., 2017).

For the estimation of the extent of the shadow economy in the regions of
the European Union Tafenau et al., (2010) combine the multiple-indicators
multiple-causes approach with elements of spatial econometrics. This is also worth
mentioniong that Feige (1990) uses alternative micro and macro methodologies for
measuring shadow activities including census and survey procedures, discrepancy
and monetary methods.

According to Shpak et al., 2019, systematization of the basic requirements
for the state institution where the new generation of employees will work may
directly affect the reduction of the shadow economy and its impact on public
administration of financial and economic security of the industry. The researchers
identified crucial criteria shaping the characteristics of civil servants, and
systematized distinctive features of generations X, Y and Z. The distribution of the
number of civil servants in Ukraine was analyzed by gender, age and position.
Based on the correlation and regression analysis, the authors investigated the trend
of the share of civil servants in Ukraine by an age category up to 2020. Thus the
hypothesis about the dependence of effectiveness of the reform of the Ukrainian
civil service on interaction and cooperation of all generations of civil servants was
confirmed.

In Ukraine, the most appropriate methods for determining the size of the
shadow economy are the official methods of the Ministry of Economic
Development and Trade which include: "population expenditures — retail turnover",
financial, monetary, electrical, method of loss-making of enterprises. Each method
covers a specific area of the national economy (with a correspondingly different
proportion of the illegal sector). Therefore, only the integral indicator of the level
of the shadow economy is a complex indicator, which fully characterizes such a
phenomenon. We claim that for estimating the level of shadow economy of the
Ukrainian regions’ industry, the most appropriate method is “enterprise loss”. This
method is to determine the marginal minimum and maximum coefficients of the
shadow economy as a fraction of GDP within which the shadow economy level is
located. In our study, to calculate the level of the shadow sector in the industry of
the regions, the method of enterprise loss will be used. When using the enterprise
loss method, we adopt the following assumptions: all loss-making enterprises
according to official statistics are actually profitable, which is considered as an
overestimation of the shadow economy scale; the profitability of unprofitable
enterprises is equal to the profitability of profitable enterprises in the analyzed
period; the expense ratio of loss-making and profitable enterprises is identical to
the ratio of the number of such enterprises.

2. Methodology approach

Considering that in the scientific sources the threshold of 30% is
considered as a critical level of the shadow economy (e.g. Boryusevych, 2012, p.
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117) we divided the regions of Ukraine into three groups: regions with permissible
(0-30%), critical (31-50%) and catastrophic (more than 51%) levels of the shadow
sector in the industry. To assess the financial and economic security of the region's
industry, we propose to use the partial indicators that characterize the financial and
economic aspects of the activity of industrial enterprises and are collected and
published by the State Statistics Service of Ukraine (Table 1).

Table 1. Indicators of financial and economic security assessment of the region's

industry
Indicators Symbol The direction
of change
\lj,%!&me of industrial production (goods, services), min ) Stimulator
Volume of industrial production (goods, services) per Stimulator
- X2
capita, UAH
Industrial production index, in % compared to the < Stimulator
previous year s
Average monthly nominal wage of full-time Stimulator
X4
employees, UAH
Proportion of profit-making enterprises, in % of total < Stimulator
enterprises quantity >
Volume of profit received by enterprises, min UAH X6 Stimulator
Proportion of loss-making enterprises, in % of total .
. ; X7 Destimulator
enterprises quantity
Volume of loss received by enterprises, min UAH Xg Destimulator
Profitability (unprofitability) of operating activity of < Stimulator
enterprises, % o
Structure of capital investment, in % of total < Stimulator
investment in the region 10

(Source: own elaboration)

To determine the weight of indicators, the most appropriate is to use
hierarchy analysis method (Saati method) (Saati, 1993). This method involves
calculating the priority vectors of alternatives against the selected criteria. Pairwise
comparisons are defined as an advantage of one element over another according to
the relative importance scale (Table 2).

Table 2. The scale of the relative importance of the Saati’s hierarchy analysis method

Score, k Definition Characteristics

1 Equal importance Equal contribution of two elements to the
overall score

3 Moderate preference Minor preference of one item over another

5 Substantial advantage A significant advantage of one element
over another

7 Considerable advantage The virtually significant advantage of one
element over another
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Score, k Definition Characteristics
9 A very big advantage The obvious advantage — the dominance of
one element over another
2,4,6,8 | Intermediate values Used in transient cases
1/k Symmetric elements values | Used to evaluate non-dominant elements

(Source: Saati, 1993)

The value of the integral indicator of financial and economic security of
industry of the regions of a country ranges from 0 to 1. The higher the value of this
indicator, the higher the level of financial and economic security of the industry in
the region and vice versa.

In the literature, there is no unambiguous scale of the division of regions by
the level of financial and economic security of industry. Kornienko (2013, p. 337)
claims that the indicators characterizing economic security fluctuate in the range
from 0 to 1, depending on the deviation from the limit value. Based on this, a
country, region or enterprise can be classified into 4 groups in terms of economic
security: 1) absolutely safe when the main characteristic is 1; 2) safe — 0.7-0.9; 3)
safe enough — 0.5-0.6; 4) dangerous — 0-0.4. Harrington's Universal Scale
(Harrington, 1965) is popular as well; it is used by scientists to divide regions by
the value of the integrated financial and economic security indicator into the
following groups: 0-0.2 — unacceptable; 0.2-0.37 — acceptable; 0.37-0.63 —
sufficient; 0.63-0.80 — good; 0.80-1.00 — very good. In turn Demchenko (2012, p.
116)-presents the following scale of the integral indicator of the financial security
level of the enterprise: 0-25 points — catastrophic level of financial security; 26-50
points — low level of financial security; 51-75 points — average level of financial
security; 76-100 points — high level of financial security of the enterprise. We
propose to adapt this scale to the results of our research and to distinguish two
groups of regions of the country by the value of the integral index of financial and
economic security of the industry: 0-0.5 — critical level of financial and economic
security; 0.51-1.00 — acceptable level of financial and economic security. We can
separately distinguish catastrophic level of financial and economic security —
0-0.25 and high level of financial and economic security — 0.80-1.00.

We propose to make public management decisions to reduce the level of
the shadow economy both at the level of public administration and at the level of
regions or districts on the basis of a combined method (Table 3), which is to
position the regions by comparing the level of the shadow sector (S) and the
integrated indicator of financial and economic security of industry in the regions (I)
with the subsequent formation of priority measures to reduce the shadow economy.
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Table 3. Combined method for the selection of public policy measures to reduce
the shadow economy of the regions

Stages of the

combined approach

Rating scale, limit value

Formulas, indicators and methods
for determining the components

1. The level of the
shadow sector in the

industry of the regions

©)

S = 0-30% — allowable
level of the shadow
sector,

S = 31-50% — critical
level of the shadow
sector;

S > 51% — catastrophic
level of the shadow
sector

The level of the shadow sector in the
industry of the regions is determined by
the method of enterprises’ unprofitability.
This method is to determine the marginal
minimum and maximum coefficients of
the shadow economy as a share of GDP,
within which the level of the shadow
economy is.

Calculation of parameters

2. Integrated indicator of financial and economic security of industry in the regions (1)

| = 0-0.25 — catastrophic
level of financial and
economic security;

| = 0.26-0.50 — critical
level of financial and
economic security;
1=0.51-0.79 -
acceptable level of
financial and economic
security;

1 = 0.80-1.00 — high level
of financial and
economic security

The sequence of determining the
integrated indicator of financial and
economic security of industry in the
regions:
1. Selection of indicators for assessing
the financial and economic security of
industry in the regions.
2. Determining the weight of indicators
(wi) by the T. Saati hierarchy analysis
method.
3. Standardization of indicators according
to the formulas:
— for stimulator indicators:
zij ~ Zyin

e Ziax ~ Zmin l
— for disincentive indicators:

Ziax — Zij

! Ziax ~ Zimin ’
where Zj; is the value of the i-th indicator
of the j-th region; Zmin — the minimum
value of the i-th indicator for all regions;
Zmax — the maximum value of the i-th
indicator in all regions.
4. Calculation of the integrated indicator
of financial and economic security of
industry in the regions (1) by the formula:

m
I=3"n-w,
i=1

where w; — weights of indicators of
financial and economic security of
industry in the region; n; — normalized
values of the i-th indicator of financial
and economic security of industry in the
region; m — the number of indicators of
financial and economic security of

industry in the region.
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Stages of the
combined approach

Formulas, indicators and methods
for determining the components
A matrix is built in which 4 strategic
zones A, B, C, D are formed at the
intersection of the values of two
o, parameters. The criterion for division into
Comparison of gtfa?eo ié) ’zgnz %5 strategic zones for the shadow sector
parameters and S > 309%, | >0 5 level is the critical threshold value of
construction of a ! ’ 30%, and for the integrated indicator of
matrix of strategic financial and economic security — 0,5.

Rating scale, limit value

Strategic zone A:

Strategic zone C:
S<30%;I <0,5

zones ; . Regions are positioned in the matrix
2tr>at3eogl)2 ;?n<e (E) 5 depending on t_he level of_ thg shadow
o sector and the integrated indicator of
financial and economic security of
industry
Formation of a Public policy measures to reduce the
system of level of the shadow economy of the
recommended public regions in the field of industry and the
policy measures to expected results that increase the
reduce the level of the financial and economic security of the
shadow economy of regions are proposed for each strategic
the regions’ industry zone

(Source: own elaboration)

To calculate the level of the shadow sector in industry (S), the official data
for 2018 of the Main Statistics Departments of the regions of Ukraine and the State
Statistics Service of Ukraine were used.

The experts were 23 senior managers of industrial enterprises and 6 experts
of the Departments of Economics and Industrial Policy of Lviv and Ternopil
regional state administrations, as well as 24 economists (Lviv Polytechnic National
University, Odesa National Polytechnic University, National Technical University,
Kharkiv Polytechnic Institute, National Technical University of Ukraine "lgor
Sikorsky Kyiv Polytechnic Institute™). Experts were asked to compare in pairs the
advantage of one indicator over another according to the 10-point scale of Saati
(Table 2).

3. Conducting research and results
3.1 Calculation of the shadow sector in the industry
Based on the data for 2018 of the Main Departments of Statistics of

Regions of Ukraine and the State Statistics Service of Ukraine, the level of the
shadow sector in the industry of the regions was calculated (Table 4).
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Table 4. Ranking and grouping of regions of Ukraine by the level of the shadow sector
in industry, 2018

The share of the shadow The level of the
Regions of Ukraine sector in industry, % of shadow economy
the volume of GVA
Cherkasy 10
Kirovograd 13
Rivne 13
Chernihiv 14
Ivano-Frankivsk 14
Kharkiv 15
Vinnytsia 15
Poltava 16
Mykolayiv 16
?Sfrfgpn g Acceptable level
Zaporizhzhia 18
Khmelnytsky 18
Volyn 18
Zhytomyr 18
Kherson 22
Lviv 23
Transcarpathian 24
Chernivtsi 25
Donetsk 26
Sumy 31 Critical level
Dnipropetrovsk 43
Ilzl;/?\?nSk sg Catastrophic level

According to the rule of "three sigma" in the normally distributed data, the
deviation of the value from its mathematical expectation should not exceed +3c
(i.e. the probability of such situation is P = 0.01).

According to the table 4, for the share of the shadow sector in industry mean
and rms values are:

X =23,58;

o = 15,58;

20 =31,16;

30 =46,74.

According to the results of the calculation (Table 4) it can be seen that only
the share of the shadow sector in the industry of Luhansk and Kyiv regions exceeds
the value +3a, that can be considered as an anomalous value. The share of the
shadow sector in the industry of all other areas is within X + a.
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Considering "abnormal” values for our analysis, it can be stated that
anomalous value is - the value of the sample, which differs sharply from the entire
data set and at the discretion of a specialist in statistics can be excluded from
further processing. This solution will make the sample homogeneous, but this
approach is only correct when dealing with an unlimited amount of information (in
practice, when the number of values is more than 30). At present, it is
recommended to use the provision (ISO 5725-2: 1994) to detect anomalous value
in small samples, in which it is proposed to use the Grabbs test to determine
anomalous values, which is to check the largest or smallest of the test results for
anomalous value.

Let's check by the Grabbs criterion whether the maximum value of the
share of the shadow sector in the industry of Kyiv region is anomalous by the
formula (1SO 5725-2: 1994):

Xmax—%
Gmax = "5 — 1)

where x — is the average value of the data set;
§ — standard deviation.

- lop
X _;Eizlxi’

¢= (LY -2 @

The value of the Grabbs criterion is compared with the critical value.

For Kyiv region the following result can be obtained:

Gmax = 3,024 < G¢r < 3,112.

Ger Is the 1% critical value of the Grabbs test (for twenty-four values it is
3,112).

For Luhansk region the following result can be obtained:

Gmax = 2,791 < G¢r < 3,112.

Since Gmax < Ger < 3,112, the share of the shadow sector in the industry of
Kyiv and Luhansk regions is not recognized as anomalous value, which allows to
exclude this value from the further processing.

According to calculations, the acceptable level of the shadow economy in
industry in 2018 was in 20 regions, critical — in 2 regions. In 2018, 2 regions —
Luhansk and Kyiv — were classified as having a catastrophic level. The study
shows that the level of the shadow economy in the industry of Luhansk region
exceeds 50% and is 68% of GVA in 2018. This can be explained by the military
conflict in the eastern Ukraine, financial destabilization, growing panic of
economic agents and increasing administrative pressure. Another reason for this is
the inaccuracy and imperfection of the collection of statistical information. All
these factors have a significant impact on the high level of the shadow economy, as
Luhansk is a center of hostilities, where in such conditions it is impossible to
control the transparency of industrial enterprises.

In Kyiv region, the level of the shadow sector in industry, as well as in
Luhansk region, also exceeds the 50% threshold, and significantly increased by
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72% in 2018. In Kyiv region the reason was an increase in the amount of loss in
2018, which amounts to -273,69 min. EU. The level of development of industrial
enterprises depends on the implementation of innovative developments.
Insufficient financial condition of industrial enterprises (about half of them are
unprofitable) does not meet their needs for modernization and replenishment of
obsolete fixed assets. The industry is dominated by backward technologies that
lead to the consumption of large amounts of materials and energy resources.

3.2 Calculation of the integrated indicator of financial and economic
security

Based on the conducted expert assessment, the importance of indicators of
financial and economic security of industry in the regions was determined. The
method of determining the eigenvalue of an inversely symmetric matrix of pairwise
comparisons (Amax), consistency index (CI), coherence ratio (CR) and local priority
vector (w;) taking into account the basic provisions of the Saati method is described
in more detail in (Shpak, 2020). Summary results of the matrix of pairwise
comparisons with the definition of local priorities are presented in Table 5.

Table 5. Matrix of pairwise comparisons for indicators of financial and economic
security of the industry

Vector
No. Syn:rk])gl of The value of pairwise comparisons p(;];c:(rJiCt?(:s
indicator (weight)
X1 | X2 | X3 X4 X5 X6 X7 Xg | X9 | X10 Wi
1 X1 1 3 |u4a| 2 |41 1216 | 1416 3 0.04
2 X2 V3| 1 |13 y2 | yr 16| 1/9 | 17|19 |13 0.02
3 X3 4 | 3 1 3 Y4 |12 15 [12]15] 2 0.06
4 X4 1212 |13 1 |1/6|1/4 ) 1/8 |1/6|1/8]|1/2 0.02
5 X5 4 |71 4 6 1 2 |12 2 13|65 0.15
6 X6 2 6 | 2 4 |12 1 |14 1 114 3 0.08
7 X7 6 9 |5 8 2 4 1 3 |12 7 0.23
8 Xs 4 | 7 2 6 |12 1 |13 |1 |14 5 0.10
9 X9 6 9 |5 8 3 4 2 4 1 7 0.28
10 X10 V3| 3 |12 2 |15 13 U7 |15 U7T] 1 0.03
JAmax = 10.51; Cl =0.06; CR =0.04 <0,1

(Source: own elaboration)

The results of ranking and grouping of the regions of Ukraine by the value
of the integrated indicator of financial and economic security of industry in
ascending order are presented in Table 6.
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Table 6. Ranking and grouping of regions of Ukraine by the value of the integrated
indicator of financial and economic security of industry (1), 2018

The level of
Regions of o Change to the financial
. Integral indicator, I previous year, and
Ukraine % (4/- .
o (+/-) economic
security
Luhansk 0,17 +0,09 Catastrophic
Chernivtsi 0,24 -0,23 level
Vinnytsia 0,39 -0,16 Critical level
Kherson 0,39 -0,08
Kirovograd 0,42 -0,23
Lviv 0,42 -0,16
Zhytomyr 0,46 +0,06
Kyiv 0,47 -0,22
Rivne 0,48 +0,07
Ternopil 0,48 0
Transcarpathia 0,49 -0,08
Odesa 0,52 -0,1 Acceptable
Sumy 0,53 -0,05 level
Mykolayiv 0,54 -0,1
Khmelnytsky 0,54 -0,02
Chernihiv 0,54 -0,01
Kharkiv 0,57 -0,1
Poltava 0,62 -0,07
Volyn 0,64 +0,01
Donetsk 0,69 +0,15
Cherkasy 0,69 -0,04
Dnipropetrovsk 0,78 -0,11
Ivano- High level
Frankivsk 0,80 -0,04
Zaporizhzhia 0,91 -0,05

(Source: own elaboration)

The results of the study show that during 2017-2018 the catastrophic level
of financial and economic security of industry is inherent in Luhansk region, which
can be explained by the war, the cessation of normal operations of industrial
enterprises etc. The leaders with a high level of financial and economic security of
industry are Ivano-Frankivsk and Zaporizhzhia regions. 9 regions of Ukraine are
characterized by a critical level, and 11 regions — an acceptable level of financial
and economic security of industry.

3.3 Matrix of strategic zones

We propose to make the choice of public management actions depending
on the strategic zone of each region in the matrix "The level of the shadow
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economy — the level of financial and economic security.” Taking into account the
results of our study, we present the positioning of the regions of Ukraine in the
matrix of strategic zones "The level of the shadow economy — the level of financial
and economic security” (Figure 1).

Figure 1. Positioning of regions in the matrix of strategic zones ""The level
of the shadow economy — the level of financial and economic security"’, 2018

The level of the shadow economy, % of the volume of official GVA
S
Acceptable (up to 30%) Critical (more than 30%)

& Strategic zone "A" Strategic zone "B"
h= i Cherkasy, Chernihiv
e £g Ivano-Frankivsk, Kharkiv,
889 8% Poltava e Sumy K
2 = *E < g Mykolayiv, Odesa, Zaporizhzhia nipropetrovs
2% 3 ~ Khmelnytsky, Volyn, Donetsk
g S 3 = ™ Strategic zone "C" Strategic zone "D"
& S g Chernivtsi, Vinnytsia, Kherson Luhansk
== S o Kirovograd, Lviv, Zhytomyr L}J<a_ns

= | Rivne, Ternopil, Transcarpathian yw

(Source: own elaboration)

Strategic zone “A” is characterized by the best ratio of parameter values
for the assessed industry of the region: lower than the critical level of the shadow
economy and higher than the critical level of financial and economic security. The
regions that fall into this zone are the most transparent in their activities, and are
characterized by high financial and economic performance of industrial enterprises,
support high innovation activity of enterprises in industry etc. This zone includes
11 regions of Ukraine.

Strategic zone D" is critical for the state and requires the most radical
and urgent public policy measures to combat the shadow sector of industry and
increase the financial and economic efficiency of industrial enterprises. Zone "D"
is characterized by a high (critical) level of the shadow sector in industry and a low
(critical) level of financial and economic security of industry. This zone includes
Luhansk region, territories where military operations are being conducted, which
poses a danger to the country's industrial production, as well as Kyiv region.

Strategic zone "B" is characterized by a high level of financial and
economic security, which indicates the high efficiency of the public administration
of industrial complex of the region, however, poor government policy leads to the
transition of a certain part of the industry into the "shadow", which increases the
share of the shadow sector. This zone includes Sumy and Dnipropetrovsk regions.

Low financial and economic performance of industrial enterprises in the
regions and a low share of the shadow sector in industry are characteristic of the
strategic zone ''C'. This zone includes Chernivtsi, Vinnytsia, Kherson,
Kirovograd, Lviv, Zhytomyr, Rivne, Ternopil, Transcarpathian regions.
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A characteristic feature of the division into strategic zones is the
development and adoption of public policy measures to reduce the level of the
shadow economy, which increase their influence, urgency and necessity for their
implementation in the direction of transition from zone "A" to zone "B". Logically,
the implementation of a more effective measure can be more expensive for the
state, so it is necessary to balance between the cost and scope of the impact of the
measure on the target results. The costs of developing and implementing public
policy measures to reduce the level of the shadow economy should not exceed the
financial results obtained by reducing the level of the shadow economy. Moreover,
public policy measures to reduce the level of the shadow economy should lead to a
strengthening of the level of financial and economic security of the region and the
state as a whole.

4. Discussion

Ukraine has the highest level of the shadow economy in Eastern Europe
(Markina et al., 2017; Schneider, 2014). According to the research on 162 countries
on the level of the shadow economy in 1999-2014, the level of the shadow
economy of Ukraine was 54.8% of GDP (Schneider, 2015). According to
preliminary calculations of the Ministry of Economic Development, the level of the
shadow economy of Ukraine in 2018 amounted to 30% of official GDP, which is
2% less than in 2017 and is the lowest level since 2009. The downward trend in the
shadow sector in 2018 compared to 2017 was observed in most major aggregate
economic activities, including in the mining industry — by 8%, in the processing
industry — by 4%. Taking into account the results of the above research, we
propose a list of priority measures to reduce the shadow economy scope and the
expected results that increase the financial and economic security of industry in the
regions for each of the proposed strategic areas (Table 7).

Table 7. Recommended public policy measures to reduce the level of the shadow
economy of the regions

Measures to reduce the level of the Expected results that increase
shadow economy financial and economic security

Strategic
zones

- improving the investment climate in the |- increasing the competitiveness of

@ region; industry in the region;

2 - ensuring the balance of supply and - intensification of industrial

L it demand in the labor market and improving |enterprises’ activity;

§ ¢+ |the quality of vocational education; - increase of analytical possibilities of
g - improving the mechanism of social calculations

n assistance to the unemployed;

- improvement of the information base
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- state guarantee of non-prosecution of the
owners of capital obtained illegally,
provided that these funds are invested in
the productive sphere of the economy

(&)
g § Measures to reduce the level of the Expected results that increase
g 9 shadow economy financial and economic security
wn
° - simplification of business activities, as |- elimination of contradictions
g well as its stimulation; between entrepreneurs and regulatory
o« |- "amnesty" of capital of non-criminal authorities;
> origin, especially those directed to the - increase in the volume of
+ ¥ |innovation sphere and to other socially production of innovative products,
g significant and priority sectors introduction of innovative
technologies
® - improving the business climate by - strengthening the role of the middle
S |increasing the level of confidence of class;
O o |businesses in the state; - elimination of contradictions
>0 |- real and radical simplification of between entrepreneurs and regulatory
= ¥ |conciliation and permitting procedures for |authorities;
g doing business, especially in the field of |- intensification of entrepreneurial
innovation activity
- reducing the level of monopolization of |- expansion of production capacity;
production; - increase in the number of
- ensuring transparency and openness of  |enterprises;
public authorities; - intensification of industrial
s |- taking effective measures in the fight enterprises’ activity;
? against corruption; - withdrawal of funds from the
‘w |- strengthening responsibility for "shadow";
§ committing economic crimes, tax evasion, |- strengthening the role of market
o [non-compliance with labor laws, etc.; mechanisms and tools;
2 |- encouraging the investment use of - growth of investment resources in
§ legalized funds (in particular, by exempting|the development of industry in the
&% |from taxation of legalized invested funds); |region

(Source: own elaboration)

Of course, one shouldn’t be limited only to these recommended measures.

They can be used both separately and in combination. In addition, it is worth
emphasizing the measures to increase the de-shadowing of the economy, which
should be carried out at the national level in all regions of the country, in particular:
the introduction of tax incentives in the form of reducing tax liabilities to the state;
promoting the development of the banking system and reducing interest rates on
loans; increasing the effectiveness of state control over business activities; adapting
foreign experience to measures on combating the illegal economy; reducing the
level of monopolization of production; ensuring transparency in the activities of the
executive authorities; improving the business climate by increasing the level of
business’ confidence in the state; ensuring transparency and openness of public
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authorities; taking effective measures to combat corruption; carrying out financial,
pension, judicial, medical, educational and other reforms; strengthening the
responsibility for committing economic crimes, tax evasion, non-compliance with
labor laws, etc.; improving the country's investment climate; counteraction to
money laundering, etc.

5. Conclusions

Much attention around the world is paid to the study of the shadow
economy. This is due to the need for society to maintain a state of sustainable
positive socio-economic development. The emergence and resumption of shadow
activity is a kind of reaction of society to shortcomings in the development of
legislation, authorities etc. Despite the fact that the shadow economy is an almost
insurmountable element of social relations, it must be fought, because with the
sustainable reproduction of the shadow sector, the inevitable destruction of the
legal economy is equal to the loss of national economy’s profitability and
competitiveness, and country’s financial and economic security.

It is impossible to eliminate the shadow sector of the economy as an
economic phenomenon, even in the most effective ways. The task of all branches
of government is to curb the informal economy within the framework in which it
does not destroy the economic system. The problem of the shadow economy in the
countries will remain relevant for a long time. Keeping this fact in our mind, we
propose a scientific and methodological approach, which consists in positioning the
regions by comparing the level of the shadow sector (S) and the integrated
indicator of financial and economic security of industry in the regions (1) with the
subsequent formation of priority measures to reduce the shadow economy.

Based on the data of the Main Departments of the State Statistics Service
of Ukraine and the State Statistics Service of Ukraine, we calculated the level of
the shadow sector in the industry of the regions in 2018. The results achieved
showed that: the acceptable level of shadow economy in industry in 2018 was in 20
regions, critical — in 2 regions, catastrophic — in 2 regions. In two regions (Luhansk
and Kyiv) the level of the shadow economy was more than 50%. Thus, the level of
the shadow economy in industry in 2018 ranged from 10% to 72%. The lowest
values are typical for Cherkasy region — 10%. The highest level, according to our
calculations, were recorded in Luhansk and Kyiv regions (68% and 72%,
respectively).

The catastrophic level of financial and economic security of industry was
revealed in Luhansk and Kyiv regions. 9 regions of Ukraine are characterized by a
critical level, and 11 regions — by an acceptable level of financial and economic
security of the industry.

Taking into account the results of calculations, the regions of Ukraine were
positioned in the proposed matrix of strategic zones "The level of the shadow
economy — the level of financial and economic security.” This allowed to propose a
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list of measures to reduce the level of the shadow economy of the regional
industries.

Using the measures proposed in the study, it becomes possible to reduce
the level of the shadow economy by increasing budgetary discipline, legalization of
capital, business opportunities, property rights, — all this will facilitate investment
attractiveness and competitiveness of the economy, as well as strengthen financial
and economic security of the country in general.

The method developed by us is characterized by the several advantages
compared to the methods proposed by other scholars: 1) complexity and integrity.
The assessment comprehensively took into account those indicators that best reflect
the specifics of the industry of the regions of Ukraine and allow to make complete
and adequate conclusions about the level of its financial and economic security by
calculating the integrated indicator; 2) taking into account the weight, which allows
to consider the strength of the impact of each of the partial indicators on the
integrated indicator and the specifics of the study area. Ignoring the importance in
assessing the level of financial and economic security of industry in the region can
lead to distortion of the results of the study in the direction of the predominance of
one of the factors.

The practical significance of the study is that the proposed scientific and
methodological approach can be applied in practice by the authorities to form
patterns of behavior for de-shadowing and improving the financial and economic
security of regional industries.

In turn, as a limitation of the study, two main points should be mentioned:
1) when forming a system of indicators, it is proposed to exploit the indicators that
are used in the practice of evaluating the effectiveness of industry in Ukraine and
may be specific only to Ukraine; 2) this methodology cannot be applied to other
sectors of the economy, as it takes into account the specifics of the industrial
sphere.

In the future it is necessary to deepen research in this direction by
calculating the levels of shadow economy and financial and economic security of
Ukraine's regions in dynamics, which will identify trends as a result of the
government's measures to de-shadow the economy, as well as using modeling
methods to predict the direction of change in the level of the shadow economy in
some regions and in the whole industry.
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The impact of agreement on government procurement use on the competition
in Slovak healthcare sector

Introduction

The main goal of public procurement in healthcare is to ensure innovative
and high-quality treatment for patients at a reasonable price. Public procurement
represents an important tool of the state and the public authorities (Mori, 2017). In
the healthcare sector, quality should be a priority, not lowest price in procurement
process. Most of the medicines and the medical equipment are procured through an
electronic auction with the lowest price being the criterion for evaluation of the
offered bids. In public procurement, it is very problematic to consider the
effectiveness of the medical equipment as well as their long-term effects, the total
cost of treatment and the individual requirements of the patient (Decarolis and
Giorgiantonio, 2015). This requires an application of the sophisticated
methodologies and access to deeper structured data too (Beaulieu et al. 2018;
Bustinza et al. 2010; Marco-Sim6 and Pastor-Collado, 2020). Public procurement
is not just about using all public resources economically, but it is important for all
the contracting authorities and tenderers to behave responsibly, ethically and not to
use a variety of the corruption activities (Fazekas et al. 2016; Hunsaker, 2009;
Olken and Pande, 2012). The application of the competitive procedures, such as
public tendering, restricted competition and negotiated procedures, which are
regulated by the Public Procurement Act, represents a tool for ensuring the
economy and the ethical behaviour of all the participants (Sumpikova and
Duréekova, 2019; Nemec et al., 2014, 2016).

One of the biggest problems in the field of public procurement in the
Slovak healthcare system is the low long-term competitiveness. In practice, there
are quite often public procurement contracts, where only one tenderer is involved
in, what result to no real competition between tenderers in such public procurement
(Placek et al. 2019).

In the scientific literature, public procurement processes are analyzed from
a microeconomic as well as macroeconomic point of view and the interconnection
of these aspects is important for the creation of relevant policies (Padhi and
Mohapatra, 2011). The absence of public procurement policies is highlighted by
many research studies. For this reason, multidimensional analyses are necessary to
examine the causal relationships between variables in the public procurement
system and to identify new factors as well as critical points in public procurement
(Pollitt and Bouckaert, 2011; Racca, 2010). This is also the motivation to carry out
our research that is aimed to examine whether the use of GPA has an impact on the
occurrence of savings within the public procurement process and if the application
of GPA induces the competition among tenders, thus whether the use of GPA
increases the number of offers. The results of the analyses represent valuable
findings for policymakers as well as for the creation of national and international
benchmarking indicators enabling comparative analyses.

Public procurement processes and its barriers in the various health systems
are the subject of the numerous international and national research studies
(Skipworth et al. 2020; Sullivan and Ngwenyama, 2005; Uyarra et al. 2014).
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Although their comparison is problematic due to the considerable heterogeneity of
the research studies, they provide valuable input for follow-up research and for
evaluation of the effectiveness of the policies linked to the public procurement
processes in the individual countries.

Siegfried Schnitzer (2010) analyses the degree of fragmentation of the
system of international agreements related to public procurement in the European
Union. The author validates the importance of this fragmentation because the
categorization and stylization of agreements on public procurement law is very
important from a point of view of the legislation of a specific agreement. Turrell
(2013) examines the potential application of public value management theory to
the practice of healthcare procurement in the United Kingdom. Study also tries to
examine the mechanisms that can be applied to healthcare procurement and are
identified together with the mechanisms that can be used in procurement to protect
public values and to enhance the creation of public value. Rothery (2003) states
that the Chinese government has also developed the regulations, laws, and
implementation procedures necessary for public procurement to have a
comprehensive administrative as well as legal framework since a half of the 90s of
the twentieth century. The study analyses the history of the development of the
legal framework and thus, it justifies the motivation for its modification —
improving the quality of public projects, increasing transparency, the relationship
with trade and the development of the national standards. The study benefits from
an evaluation of the unique aspects of Chinese procurement and their impact on
social and economic policy as well as the use of public procurement agents.
Arrowsmith (2010) also highlights the significant macroeconomic effects of public
procurement. Author sees its importance primarily in supporting economic,
environmental, and social policies related to disadvantaged social groups. The
study examines the policy implications of the different approaches as well as the
development of regulatory frameworks to support the public procurement
processes. In their study, Ahsan and Rahman (2017) address the issue of green
public procurement in public health in Australia. The data set of analysis was
formed by the data from the structured interviews of the managers from the health
departments, while a multicriteria decision-making model as an instance of the
analytical hierarchical process was applied. The outcome of the analyses declares
the fact that the key challenges of green public procurement are mainly related to
governmental, non-governmental and public issues, as well as to the environmental
issues of the institution. Authors emphasize that the most critical problems are
embodied by the lack of public procurement legislation, top management support
for green public procurement, government incentives to promote green purchasing
and the lack of financial support. The most critical challenges are strategic, but the
least critical are of operational characteristics — environmental purchasing
preferences, understanding of environmental policy, and so forth. Miller and
Lehoux (2020) explore the innovative aspects of healthcare procurement. They
underscore the importance of the public procurement authorities that are considered
to be the professional intermediaries and the important initiators of innovative
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development in public procurement. Therefore, they have a systemic impact on
innovation. The implication trajectories of the study are aimed at emphasizing the
social purpose of innovation in public procurement. The importance of innovation
in the health sector will continue to grow and thus, the importance and a role of the
actors in the public procurement system become more considerable. Rolfstam
(2013) also appeals to the need to examine innovations in the public procurement
system in his monograph. His view on the study of the system areas is based on
trajectory—theory—policy—practice. Public procurement has been established on the
three platforms over the last years — academic research, innovative policy making
and practice. Each of these components is more or less preferable at the various
times. In conclusion, the author emphasizes that the cooperation of several actors
will still be important for the further development of public procurement — the
coordination activities of researchers, policymakers and practitioners. Hence, the
study implicitly highlights the importance of science for practice and its necessary
connections in the economic system. Kastanioti et al. (2013) assess the
development of policies affecting the public procurement system in Greece. The
authors evaluate the retrospective development of the public procurement policies
and the procedures that have been criticized for distorting competition. The study
describes the implementation of reforms and legislative processes aimed at
reducing expenditure in the sector. They consider the transfer of public tenders to
regional health systems to be beneficial. Kautsch et al. (2014) examine the issues
with innovation in public procurement processes in the healthcare sector in Poland.
They apply the case studies from the Polish hospitals that use an innovative
approach in public procurement. The results of the analyses show that innovative
development in public procurement in Poland is still at an early stage, but the
interest of the health institutions in innovation processes is high. There are several
obstacles to the introduction of the innovative methods in the hospital procurement
processes — a conservative organizational culture of the hospitals, a lack of
knowledge and know-how, a lack of trust and understanding for an introduction of
the new approaches to public procurement processes. Askfors and Fornstedt (2018)
explore the impact of the legislative changes on innovation development in public
procurement processes. They apply a case study of public procurement of a low-
tech medical equipment innovation in the Swedish healthcare system. The research
method is constructed of the interviews that examine the various perspectives of
the different professions involved in the complex task of setting the requirement
specification for the tender. The results of the study call for a deeper examination
of the social aspects in public procurement.

The effectiveness of public procurement in Slovakia is also investigated by
Grega et al. (2019) through an implementation of primary research. The authors
found that there is a significant agreement between the suppliers and the
contractors. The two main factors causing inefficiency include excessive
bureaucracy and corruption or ethical shortcomings. If competition is insufficient
and the criterion of the lowest price is overused to select a winning bid, the
efficiency of public procurement will not increase. Savings are highest when there

[ ADMINISTRATIE SI MANAGEMENT PUBLIC e 36/2021 105]




The impact of agreement on government procurement use on the competition
in Slovak healthcare sector

are six to eight bidders in the tender. Electronic auctions generally produce greater
savings than more traditional methods and Slovak procurement procedures are
costly compared to a majority of the other European Union member countries.
These results are followed by the research study by Nemec et al. (2020), who
examine the degree of competitiveness of public procurement in the Czech and
Slovak healthcare systems and its impact on the final price of a contract. The
results of the analyses confirm the conclusions of the previous studies carried out
in the countries involved — the higher the number of tenderers, the lower the final
price. The average number of bidders was two and in the Czech Republic for more
than half of the tenders only one a single bid was submitted. Placek et al. (2019)
carried out the interesting comparative analysis aimed at a comparison of the length
of the public procurement procedures in the Czech Republic and in the United
Kingdom and the reasons for the delay. They consider the involvement and
commitment of all the actors in this process — politicians, the public and officials —
to be a basic precondition for improving public procurement results. The results of
the presented research studies are beneficial for the detection and investigation of
the other factors in the public procurement systems as well as for the investigation
of the causal relationships and the implementation of the comparative analyses.

2. Research section

Analysed cross sectional dataset consists of contract award notices which
took place in healthcare sector during 2019 in Slovak Republic. We use data
coming from EU Open Data Portal and in total we use 1231 observations on the
level of submitted orders. In this analysis we will look closer on the use of
Agreement on Government Procurement (GPA) in Slovak republic. GPA should
ensure open, fair, and transparent conditions of competition in the government
procurements. Agreement on Government Procurement is framework of rights and
obligations among countries with aim to ensure international fair, and transparent
competition without favouritism of domestic tenderers. Countries that signed
Agreement on Government Procurement consent that suppliers of goods and
services from other signatory countries will be treated at the same manner, as
domestic suppliers. Out of 1231 procurements, 40% were done under the
plurilateral Agreement on Government Procurement. However, majority, thus 60%
were not done under Agreement on Government Procurement. If we look closer on
the type of contract, see Table 1, we can note that Government Procurement
Agreement is mostly used in case of works, followed by supplies, and least often
used in case of services.

Table 1. Use of Agreement on Government Procurement

Services Supplies Works
Government Procurement No 53.5% 58.0% 71.4%
Agreement Yes 46.5% 39.6% 28.6%

(Source: own data processing)
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If we look closer on the average value of the contract in connection to
Government Procurement Agreement, see Table 2, we note that when Government
Procurement Agreement is not used in case of Services, average procurement value
is much higher than in cases when Government Procurement Agreement is used. In
case of Supplies and Works we observe inverse patters, thus when Government
Procurement Agreement is not used, an average estimated price of the contract is
lower.

Table 2. Estimated value of the contracts

Average estimated value of the contract
(EUR)
Services Supplies Works
Government Procurement No 1502 535 231 524 6 305 723
Agreement Yes 679 631 580 795 6 949 098

(Source: own data processing)

Further analysis will be focused on achievement of savings in public
procurement process with regard to use of GPA. Savings are understood as
difference between estimated value/price of the contract and the final value/price of
the contract. We are aware of the limitation of this approach of saving calculation,
but due to the size of the dataset, we are not able to estimate market price for each
item within dataset. Savings are calculated as a percentage difference between
estimated price and final price, in following manner:

Saving = [(M) b 100]

Estimated price

Figure 1 propose the average savings with respect to Common
Procurement Vocabulary (CPV) items in procurements that took place in the
healthcare sector in Slovakia in 2019. First evident anomaly can be seen in case of
Architectural, construction, engineering, and inspection services. We notice here
highly negative savings and the fact, that GPA was not at all used within
Architectural, construction, engineering, and inspection services. In case of
Chemical products, we observe the savings creation in both cases, when GPA is
used, but also in cases where it is not. However, when GPA is not used saving are
on the level 5%, and on the level 9% when GPA is used. In CPV chapter
Construction work, we detect negative savings. The interesting fact in this chapter
of CPV is, that negative savings are more substantial in cases when GPA is used, -
7% as compared to cases when GPA were not used, -4%. In subchapter of CPV
Electrical machinery, apparatus, equipment, and consumables, lighting we declare
use of GPA in all public procurements and the presence of positive savings on the
level of 12%. The pattern of positive saving is also observed in procurement of
Food, beverages, tobacco, and related products where we observe savings on the
level 14% when GPA is not used and even savings on the level 16% in cases, when
GPA were present. In CPV chapter Furniture (incl. office furniture), furnishings,
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domestic appliances (excl. lighting) and cleaning products we observe complete
absence of GPA use, but we notice relatively high creation of savings on the level
of 12%. Complete absence of GPA use is visible also in CPV chapter Hotel,
restaurant, and retail trade services where savings are on the level of 2%; and
chapter IT services: consulting, software development, Internet, and support, where
the savings close to 0% are present.

Figure 1. Savings and Agreement on Government Procurement
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(Source: own data processing)

In case of Laboratory, optical and precision equipment (excl. glasses) the
positive, relatively high savings are present if both cases, when GPA were used,
and when GPA were not used. When GPA occurred withing chapter of Laboratory,
optical and precision equipment (excl. glasses) savings were at the level 11%,
when GPA did not occur, savings were at the level 9%. In our opinion, interesting
pattern can be seen within CPV chapter of Medical equipment, pharmaceuticals,
and personal care products. We observe in this chapter relatively high difference
between GPA and non-GPA public procurements in terms of savings. We
document here biggest difference between observed phenomenon, but also its
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direction is opposite. By that we mean that saving is higher, on the level off 11%
when GPA is not used and only on the level 3% when GPA is present. In CPV
chapter Office and computing machinery, equipment and supplies except furniture
and software packages we find only public procurements that used of Agreement
on Government Procurement and we document positive savings on the level 3%. In
CPV chapter Other community, social and personal services savings are relatively
low, close to 0% in cases when GPA were not present and 1% in cases when GPA
took place. In procurements of Petroleum products, fuel, electricity, and other
sources of energy within healthcare sector, no difference between savings creation
within procurements are observed, and in both cases, thus when GPA took place
and did not, savings are on the level of 7%. Small differences, and also small
magnitude of savings are reached also in CPV chapter Repair and maintenance
services, where we notice savings on the level 1% in the procurements where GPA
is applied and 0% savings in cases, when GPA was not applied. Second highest
savings, on the level of 15% are reached in case of procurements in CPV chapter
Research and development services and related consultancy services in cases when
GPA were applied. Moreover, in this CPV chapter we notice only procurements,
which were run in GPA mode. In CPV chapter Sewage, refuse, cleaning, and
environmental services, relatively low savings are detected. We notice here zero
savings in cases of non-GPA procurements and 1% saving in cases when GPA was
applied. Finally, in CPV chapter Software package and information systems we
document same opposite pattern as in case of Medical equipment, pharmaceuticals,
and personal care products, where the difference between GPA and non-GPA
procurements was relatively high and its direction was opposite compared to the
rest of the database. Software package and information systems were procured with
saving on the level 11% when GPA were not applied and 6% in cases, when GPA
were applied. In next part of analysis, we will look closer on the competition in
terms of number of bids in relation to GPA application. The mean number of bids
in respective chapter of the Common Procurement Vocabulary is presented on the
Figure 2.

It is needless to say that public procurement in Slovak republic suffers in
long term from low competition. We document the mentioned fact in Figure 2. The
toughest competition in terms of number of bids can be observed in CPV chapter
Construction work, where in cases when GPA were applied, we observe 4 bids per
contract award and 3.5 bids in cases, when GPA were not applied. Second most
competitive CPV chapter is the chapter of Sewage, refuse, cleaning, and
environmental services, where we document 3 bids per contract in cases when
GPA were applied and 2 bids in cases, when not. On the third place in terms of
competition within CPV chapter is chapter of Food, beverages, tobacco, and related
products where 3 bids were on average observed in procurement process when
GPA were applied and 1 bid when not. Similar competition can be seen in
Transport equipment and auxiliary products to transportation chapter, where all
procurements were done under GPA and average number of bids is equal to 3.
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Figure 2. Competition and Agreement on Government Procurement
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(Source: own data processing)

We document here 3 bids per procurement when GPA were applied and 2
bids per procurement when GPA were not applied. In chapters Hotel, restaurant,
and retail trade services, Industrial machinery and Laboratory, optical and precision
equipment (excl. glasses), we observe opposite pattern, meaning that non-GPA
procurements contained more competition, than GPA procurements. In chapter
Hotel, restaurant and retail trade services we find 3 bids per procurement when
GPA were not applied and 2 bids per procurement, when GPA were applied. In
Laboratory, optical and precision equipment we find weakly more bids in non-GPA
procurements, than in GPA procurements. In industrial machinery chapter we
notice 2 bids on average when GPA are not applied and 1 bid on average, when
GPA is applied. Poorest competition is within chapters of Administration, defence
and social security services; IT services: consulting, software development,
Internet and support; Other community, social and personal services; Printed
matter and related products where we find on average only 1 bid per contract,
while it does not matter whether procurement was done with GPA, or not. In final
part of analysis, we run correspondence analysis to verify whether number of bids
influence the savings that occur during procurement process. We do not split
dataset on GPA and non-GPA procurements, because differences between results
were minimal, when we tried to do so. Figure 3 propose the output of
correspondence analysis. Correspondence analysis is a data visualisation method,
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where data are displayed to correspondence map. The position of the points
indicates the similarity between the line categories and column categories of the
pivot table and reveal some possible relationships and associations between
analysed variables. We consider two categorical variables in presented
correspondence analysis. Number of offers is categorical variable indicating the
total number of offers submitted by potential contractors during procurement
process. Saving is derived categorical variable from continuous variable Savings.
By data binning we created 4 intervals of savings, which are less than 0%, (1;2),

(3;12) and more than 13%. Bins were created by using optimal scaling of intervals,
where we consider quartiles.

Figure 3. Correspondence analysis Number of offers and Savings
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Correspondence analysis firstly reveals that negative savings, less than 0%
are associated with 1 offer, thus lowest level of competition. Second conclusion
that can be drown is that relatively high savings are associated with duopolistic
competition, thus with two offers per contract. Interesting is also fact that relatively
small positive savings, 1-2% are associated to 4-8 number of offers per

procurement. Finally, high savings are weakly associated with 3 and 4 offers per
procurement.
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3. Conclusions

The aim of our study is to examine whether the use of GPA has an impact
on the occurrence of savings within the public procurement process and if the
application of GPA induces the competition among tenders, thus whether the use of
GPA increases the number of offers. The outcome of the analyses brings up the
interesting findings. The use of the Government Procurement Agreement — GPA
stimulates the creation of savings in the selected items of the common procurement
vocabulary, for the selected CPV codes, respectively. Higher savings in GPA use
are achieved within the following CPV chapters: Chemical products; Food,
beverages, tobacco and related products; Laboratory, optical and precision
equipment (excl. Glasses); Sewage, refuse, cleaning, and environmental services,
and Other community, social and personal services. When examining the
competition within the CPV chapters, it was found that the use of GPA increases
competition, resp., the number of offers from competing companies in the
following subchapters of the CPV: Chemical products; Food, beverages, tobacco
and related products; Medical equipment, pharmaceuticals, and personal care
products; Fuel, electricity, and other sources of energy; Repair and maintenance
services and Sewage, refuse, cleaning, and environmental services. The results of
the correspondence analysis declare that the negative savings are associated with
one offer and thus, the lowest level of competition. Relatively high savings were
associated with duopolistic competition, where two bids per procurement are
present. Also, there is the interesting fact that relatively small positive savings, 1 %
to 2 % are related to 4 to 8 offers. The high savings correspond slightly to 3 and 4
bids in per procurement. To ensure the efficiency of public procurement, it is
necessary to eliminate non-transparent procurements that is related to the
inefficient use of public finances as well as corruption. Attention must also be paid
to the legislative system within the Slovak Republic along with the timely
implementation of the legal norms in practice.
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Introduction

Corporate Social Responsibility (CSR) has become a well-established
concept in business. The idea of CSR assumes that an enterprise functions in a
broader social context and within a particular time frame. The modern concept of
CSR and its principles result from research and practice originating in the 1950s
(Bowen, 1953). Nowadays, CSR is widely recognized at the global, regional,
national, and even local level, mostly as a “voluntary contribution to sustainable
development” (Steurer, 2012). Key international organisations are involved in
debating about and promoting CSR: the World Bank, European Union, OECD and
UN. In the recent decade, a few practical tools oriented for the implementation of
CSR have been worked out - these are: 1SO26000, AA1000, 1SO14000, 1SO900,
1ISO18000, GRI, LBG23 SA8000. According to Frederick (1994), four stages of
development of the CSR concept can be recognized: the first stage focuses on
defining areas of responsibility, the second stage concerns the preparation and
implementation of strategies and specific activities within areas previously defined,
the third stage emphasizes values, and the fourth stage concentrates on a broadened
understanding of responsibility, also concerning religion and ethics. The four stages
reflect the constant development of the CSR concept. Socially responsible behaviour
of companies is expected nowadays by a wide scope of entities: mainly consumers,
but also trading partners, contractors and public authorities (Haseeb et al., 2019)
Challenges of sustainable development as well as economic and social crises in
recent years resulted in a reality where ethics turned out to be essential, mainly
because the global community is experiencing a shortage of ethical approaches and
reflections. Under these circumstances, CSR is no longer voluntary, but is becoming
a strong moral or even legal duty (some groups of companies are legally obliged to
report their non-financial activities in publicly available documents). The conviction
of entities to undertake the special responsibility - responsibility that goes beyond
legal requirements - seems to get attention also in the public sector. Public
administration can implement CSR goals while performing its main roles: as a policy
planner and policy maker, as a supervisor of other entities' activities, as an organizer
of a market, as a purchaser of services and goods, as a supplier of (public) services,
and as an employer. Public administrative bodies surely fulfil tasks of high
importance for the state and society, however, they can be regarded as “corporates”
from the perspective of management: administrative bodies have their specific
internal structures, decision-making and supervisory procedures, they have areas of
specialization and are attributed with specific tasks. The famous CSR standard - ISO
26000 norm - applies to corporations (not strictly business), so public administrative
bodies can be also covered by this term.

This paper aims to verify the thesis that the concept of Corporate Social
Responsibility can be successfully implemented in activities of public administration
in a manner that so far has been attributed to companies (Androniceanu, 2019). The
functioning of the central (governmental) public administration in Poland proves that
the concept of CSR has been absorbed either in policy planning and legislation or in
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the operational day-to-day activities of public institutions (which is confirmed in
CSR reports), although the practical dimension of CSR in public institutions needs
further popularization.

1. Literature review

It is extremely difficult to formulate a clear and unbiased definition of CSR.
Most frequently, definitions of CSR relate to the overall relationship of a corporation
with all its stakeholders (Khoury et al., 1999). CSR is perceived as an obligation to
constituent groups in a society other than stockholders and beyond that prescribed
by law or union contract (Jones, 1980). In addition, important functions of CSR
concept implementation in social relations are provided by NGOs (Carvalho et al,.
2019). Nicolaides (2018) sees CSR as a “vital strategic tool for corporations and
smaller enterprises”. The notion of CSR also refers to the ethical treatment of
stakeholders (Hopkins, 1998; Hopkins, 2003) and goes beyond what is required by
law and the direct interests of a corporation (McWilliams & Siegel, 2003). Some of
these studies provide evidence of higher financial outcomes for enterprises with a
responsible approach to entrepreneurship (Myskova & Hajek, 2019). The European
Commission sees CSR as “the responsibility of enterprises for their impacts on
society” (EC, 2011), and for public administration, it only provides a supporting role
for CSR activities undertaken by enterprises. In the 1SO 26000 norm, the
International Organization for Standardization defines CSR as an organization’s
responsibility for the impact of its decisions and activities on society and the
environment through transparent and ethical behaviour that contributes to
sustainable development. These include the health and welfare of society, taking into
account the expectations of stakeholders, remaining in compliance with applicable
law and consistent with international norms of behaviour, integrated throughout the
organization and implemented in its relations.

In the last two decades, CSR practices have been identified with sustainable
development more frequently (Moon, 2007; Kolk & van Tulder, 2010; Kolk, 2016;
Akdogu, 2016). This is particularly evident in the UN reports and documents
concerning Agenda 2030 (UN, 2016). Despite their multitude, “definitions of CSR
are predominantly congruent, making the lack of one universally accepted definition
less problematic than it might seem at first glance” (Dahlshrud, 2008). Even if the
definitions of CSR do not relate directly to public administration, the view that
corporate responsibility can be attributed to public administration has been rooted in
a scholar debate on administration since the 1930s, e.g. in the works of Carl Friedrich
(Plant, 2018). In the 1970s, the context of critical social theory, social equity, and
democratic governance appeared in the academic discourse on the responsibility of
public administration (Plant, 2008). The possibility of implementing the CSR
concept in public administration requires an understanding that the operation of the
administration is not limited to administrative law, even if the regulatory impact of
the law in public administration is decisive, and, generally, public administration is
largely a state-legal category, although it is not limited to this (Ospanova et al.,

118 ADMINISTRATIE SI MANAGEMENT PUBLIC o 36/2021




Corporate social responsibility in public administration.
Case of Polish central administrative institutions

2018). The gate for CSR in public administration was opened by the New Public
Management rules, which postulate bringing the methods of operation of public
administration closer to business methods. With such a vision of the public sector's
activities, there is already room for the implementation of CSR activities by public
institutions that cannot and should not function in isolation from the environment
and the social challenges that arise in it. Modern public governance requires a
holistic approach, assuming the participation of many stakeholders in decision-
making processes. Tomazevic's research (2019) shows that, among public
governance models (post-NPM), the greatest openness to the implementation of the
CSR concept is shown by alternative models, network governance and the New
Weberian State.

Another drive for boosting CSR in public administration is the tendency to
focus on and strengthen public values, such as the need for accountability, fairness,
impartiality, or ending discrimination based on race, gender, or sexual orientation,
equality (Plant, 2018), fair income distribution within public distributive policy
(Mishchuk et al., 2019), support for the implementation of responsible practices in
the employment sphere based on their objective estimation (Olinyk, 2020). The
value-based approach within modern public governance results in the rules applied
in contemporary public governance, such as consensus orientation, participation,
equity, and inclusiveness, to directly refer to CSR (Tomazevi¢, 2019).

In the last decade, numerous authors have emphasised the need for
responsible administration in terms known from the business application of CSR
(Di Bitetto, Chymis, & D'Anselmi, 2014; Chymis, D’Anselmi & Triantopoluos,
2017; Formankova, Hrdlickova & Grabec, 2017). Publications presenting case
studies of CSR in public sector and their social reception have been rather seldom
(Streimikiené & Pusinaité, 2009; Broniewska, 2012; Pauzuoliene & Mauriciene,
2013; Di Bitetto, Chymis, D'Anselmi, 2014; Wieteska-Rosiak, 2014; Vazquez, Aza
& Lanero, 2016; UN, 2016).

Summing up, the literature sees social responsibility as a paradigm of public
administration activity, usually strictly associated with sustainable development.
However, empirical research on CSR in public administration remains sparse, hence
this article, presenting this issue based on an example from the central Polish public
administration, has a chance to partially fill in this gap.

2. Methods

In order to achieve the goal of the paper, which is proving that CSR can be
successfully implemented as a paradigm of public governance, Both quantitative and
qualitative research methods were applied, using mainly secondary data. Regarding
the policy-planning dimension, the content analysis of governmental strategic
documents of development policy in Poland was introduced - in this area research
focused on identification of exemplary signs of CSR approach in public
administration's activities designed in the selected documents: Report Poland 2030,
the long-term National Development Strategy Poland 2030. The Third Wave of
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Modernity, the mid-term National Development Strategy 2020 and the Strategy on
Sustainable Development, as well as the sectoral Efficient State Strategy.

Furthermore, identification of the CSR approach in operations of central
public administrative bodies required the analysis of the content of the database that
gathered information on CSR activities from members of the Working Group on
Corporate Social Responsibility of Public Administration, established by the Polish
Ministry of Investment and Development (currently, the Ministry of Funds and
Regional Development). The records of the database were filled in on the basis of a
survey conducted among members of the group in 2019; the test version of the
database was made available in February 2020. In this regard, the research was
supplemented by a questionnaire submitted to 132 organizational units of the central
public administration in Poland, conducted in October 2020. The final part of the
research presented in the paper was the examination of the mixed analysis of content
of non-financial reports of the central institutions supplementing the research.

3. Analysis
3.1 Policy-planning level

The first policy paper incorporating the CSR concept into the public
administration's functioning was a planning document entitled Report Poland 2030
(2009) that strongly refers to the inclusion of citizens in decision-making processes
to the highest possible extent. Report Poland 2030 insists on recognizing the
knowledge, practice, and experience of non-state-owned entities in making diagnosis
and solving current problems (p. 300). The spirit of CSR can be also seen in: raising
the effectiveness of new public management and gradually introducing citizens'
participation in the creation of public services (p. 329) as well as a participation of
stakeholders as a method to obtain additional analysis, arguments or opinions useful
for optimizing the undertaken activities (p. 330). Following Report Poland 2030 is
the long term Strategy for Country Development Poland 2030. The Third Wave of
Modernity (2013) indicated necessary directions of interventions: treating citizens as
sources of knowledge and solutions (p. 59), introducing mechanisms of modern
social debate and communication between a state and citizens (p. 119), promoting a
social and citizens' participation (p. 125). The middle-term Strategy for Country
Development 2020 focused on a shift from ‘“administering” to “managing
development” (p. 39) and on strengthening conditions for implementing individual
needs and activities of citizens (p. 54). Strategy on Efficient State (2013) introduces
the CSR concept through organizational and managerial solutions, such as
responsive management, partnership, transparency, participation, co-creation of
solutions (p. 5 and 8), by providing access to the resources of the public sector (Open
Government) and making the consultation process more efficient, and introducing
more methods for including citizens in governance (p. 27 and 36). The strategy also
emphasizes creating a program for developing, testing, and popularizing innovative
techniques of participatory management (e.g. participatory budget, citizens' panels)
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and a regular monitoring of the quality of social consultation and participation (p.
36-38). It also introduces a technique of planning and making decisions based on
real data and full knowledge of the needs and preferences of citizens, who should be
engaged in improving governance by using participatory tools offered by public
administration and by creating their own solutions (p. 59). The process of exchange
of knowledge should go beyond traditional citizens' participation, based on public
consultation as an element of the lawmaking process (p. 59).

Strategy on Sustainable Development until 2020 (with a perspective to
2030) (2017) relates directly to social responsibility. It presents a responsible
development model based on building a competitive strength with the use of new
development factors in order to ensure participation and benefits to all social groups
in Poland. The strategy highlights that the new development model focuses on the
quality of development and the perception of development processes in the context
of their importance for citizens (p. 7). The three goals of Strategy for Sustainable
Development also underpin social responsibility of a public administration: (1)
constant economic growth based increasingly on knowledge, data, and
organizational excellence (Androniceanu et al., 2021); (2) socially sensitive and
territorially sustainable development; (3) efficient state and institutions oriented for
growth, and social and economic inclusion.

Recommendations from national strategies are partly implemented by
normative acts. Elements of social responsibility can be identified mainly in:
(1) mandatory public consultations in cases on legislation (e.g. in the Revitalization
Act, Act on Self-Government in Communes, Act on Self-Government in Poviats,
Act on Self-Government in Voivodeships), (2) setting up representative bodies for
stakeholders (e.g. Revitalization Act, Act on Self-Government in Communes),
(3) collaboration based on the social participation guaranteeing active participation
in preparing particular solution (e.g. Revitalization Act, Act on Public Benefit
Activity and Volunteering), (4) initiatives in performing public tasks (Act on Self-
Government in Communes, Act on Self-Government in Poviats, Act on Self-
Government in Voivodeships). The transparency of public administration's activities
shall be protected by the Act on Access to Public Information (2001).

3.2 Operational level

This part of the research addresses the problem of recognizing the CSR
approach in regular activities of central administrative bodies. Considering that
policy-planning documents and legislative acts acknowledge the CSR approach,
there was a need to verify if these formal frameworks have any impact on practices
of public administration. The most evident sign of CSR in practice was the
establishment (in September 2018) of the Working Group on Social Responsibility
of Public Administration (hereafter, the Group) at the Ministry of Investment and
Development (currently (2020), the Ministry of Funds and Regional Policy),
operating under the auspices of the Team for Sustainable Development and
Corporate Social Responsibility. The Group is composed of ca. 50 representatives
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of central administration authorities, representatives of non-governmental
organizations and academia. Its first task was to gather good CSR practices
implemented in central public administrative bodies (ministries, central offices,
agencies). The results of the survey were collected in the test version of the database
of Good CSR Practices in Public Administration. It is based on a scheme of ISO
26000, and the activities are identified in all 7 subjects recognized in Table 1 by this
norm (6 specific subjects plus organizational governance).

Table 1. CSR practices reported by central administrative institutions by subject

Number of
ISO 26000 area practices Examples
reported
Organisational 13 Implementation of process approach in the Ministry

Governance of State Assets

Using anti-discrimination clause in job offers
announced by the Ministry of Digital Affairs

Establishing a Coordinator for Equal Treatment in
the Ministry of Sport

,»Green chancellery”: implementation of
Environment 17 environment-friendly actions in the Chancellery of
the Prime Minister

Establishing an independent position of a

Labour Practices 35

Human rights 16

FalFr) Ope_:ratlng 17 counsellor of ethics in the Ministry of Funds and
ractices . .
Regional Policy
Consumer Issues 14 Openlr!g a historic t_)undlng of the M!n_lstry of
National Education for external visitors
Community “Little Heart” campaign: support of employees of
Involvement and 32 the Ministry of Foreign Affairs for kids in the child
Development care home
Total number of
reported 127
practices

(Source: Processed by authors from https://prezentacja.www.gov.pl/web/baza-wiedzy/baza-
dobrych-praktyk, accessed: 30 September 2020)

The most frequent areas where public administrative bodies
communicate their CSR practices are: Labour practices and Community
Involvement and Development. What may be surprising is the low number of
practices classified as Organizational Governance and Consumer Issues.
Regarding the first issue: public administration is strongly hierarchized and
structured from bottom to top. It operates on the basis and within the limits
of law - one can say that organizational governance is just natural for public
administrative bodies and that is why they probably do not identify this
category of practices as socially responsible activities (that ex definitione are
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not required by law). The low number of practices related to Consumer Issues
shown in the database with high probability results from the nature of the
institutions that reported practices; they were central governmental
institutions that are in charge of planning and implementing policies, and
normally do not enter into direct contact with clients. Simultaneously, public
administration institutions indicated a high number of practices in the area of
Community Involvement and Development - this is probably linked to the
long-lasting efforts of Polish public administration to build its positive image
among Polish society - a number of actions undertaken in this regard in recent
years had to be reflected in the database (Table 2).

Table 2. Central administrative institutions that reported CSR practices

Total number Number of practices
of practices reported reported simultaneously
Institution in the database of Good by other institutions
CSR Practices in Public (out of total number
Administration of reported practices)
Ministries
Ministry of Funds and 25 15
Regional Policy
Ministry of Digital Affairs 15 6
Ministry of National 14 5
Education
Ministry of Sport 13 3
Ministry of Foreign Affairs 12 4
Ministry of Family, Labour 10 6
and Social Policy
Ministry of State Assets 6 2
Ministry of Maritime 1 -
Economy and Inland
Shipping
Ministry of Agriculture and 1 1
Development of Rural
Areas
Ministry of National 1 1
Defense
Other central administrative institutions
Office of Rail Transport 36 5
Chancellery of the Prime 23 11
Minister
Chief of Civil Service 11
Polish Statistical Office 17 1
Energy Regulatory Office 1 -
186 61

(Source: Processed by authors from https://prezentacja.www.gov.pl/web/baza-wiedzy/baza-
dobrych-praktyk, accessed: 30 September 2020).
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The participants of the Working Group reported 127 activities that are
attributed to only 15 institutions: 10 ministries, Chancellery of Prime Minister, two
regulatory authorities (in energy and rail transport), and the Polish Statistical Office.
Out of 127 practices in total, 20 were reported by more than 1 institution (one of
these “shared” practices was voluntary blood donation), so the real number of
practices undertaken by central public administrative bodies amounts to 186.

A low number of institutions reporting CSR practices to the database
provoked a question on the level of recognition of the CSR concept by public
administration. In order to determine that, all Polish public administration bodies
operating at a central level were surveyed in this regard. The survey covered
132 organizational units performing tasks in the field of public administration:
constitutional bodies (7), supreme bodies (14), central bodies (42), executive
agencies (6), state legal entities (30), state budgetary units (23), state organizational
units (10). The units covered by the survey were asked whether they knew about
operations of the Working Group on Corporate Social Responsibility of Public
Administration and whether the management of the unit has already implemented /
or plans to implement CSR practices in the near future (up to 6 months) or in a longer
time perspective (within 1-5 years). Furthermore, mainly because of the poor
response to the short questionnaire (12.87%), the content of the websites and the
Bulletin of Public Information were analyzed to finalize the research (verification of
whether CSR practices are mentioned in the main sources of information available
to the public), as can be seen in Table 3.

Table 3. Recognition of CSR concept by central administrative bodies in Poland

Number of units

Number of units

Number of units

. Source c_)f selected for analyzed/that recognizing CSR in
information : - o
analysis /survey responded their activities
Institution's website 132 132 14
Bulletin  of Public 122 122 4
Information
Survey (by email) 132 17 8

(Source: Authors' own research and compilation)

The above research found that, on websites and in the Bulletin of Public
Information, descriptions of CSR activities are rare. A low number of responses to
the survey show that CSR issues are not highly ranked by central administrative
bodies. However, 8 units that answered the short survey confirmed their CSR
practices and 12 of them declared that they would implement CSR activities within
1-5 years.

The most evident sign of an advanced CSR approach is reporting CSR
activities and announcing it to the wider public. Three institutions from central
public administration headed this process: Rail Transport Office (hereafter, UTK),
Social Insurance Institution (hereafter, ZUS) and the Polish Statistical Office
(hereafter, GUS).
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The pioneer of CSR in Polish public administration of the central level was
the Rail Transport Office, which published its first CSR report in 2016. The first and
the second (2017) CSR reports issued by the UTK did not result from the
implementation of CSR strategy (as it was non-existent), but they were summaries
of various CSR activities, not necessarily classified according to the 1SO 26000
norm. However, since 2018, reports have shown how UTK managed to achieve the
goals defined in the policy paper “Strategic goals of UTK 2018-2021”. The quality
of reports has been continuously improving: the 2018 CSR Report for the first time
reflected a holistic approach to 1SO 26000 and UTK reports increasingly socially
responsible activities every year (Table 4).

Table 4. CSR practices in 2018 and 2019 reported by UTK (examples)

Areas
according to | Relevant ISO
UTK CSR 26000 area 2018 2019
Reports
Implementation of 360° |Establishing ERTMS” Users’
Dialogue and | Organizational |assessment Group (to coordinate the
relations Governance  |Examination of clients’ |implementation of ERTMS in
training demands PL)
. New Intranet services for
Social _ Cooperation agreements employees
. Labour Practices |with a number of NGOs . ,
involvement and public institutions Taking care of employees
P kids in days off the school
Initiative on Declaration
on Development of .
. S Training for UTK’s employees
Safety Human rights  |Safety in rail transport “How to understand disability”
adopted by 127
signatories
_ Rail ABC — information RaII_Passe_ngers Spokes,man
Education Consumer Issues : ) dealing with passengers
campaign for kids .
claims
. . Eliminating physical Active participation of UTK in
Accessibility Fair Operating barriers in accessing the |implementing the project

Practices

site of UTK

“Single rail ticket”

Environment

Environment

Turning the roofs of the
site into city apiaries

Organizing a debate on using
hydrogen in rail transport

Ambitious team

Community
Involvement and
Development

Idea box for employees
to present their ideas
anonymously

Preserving historic vehicles,
important for a development of
rail transport in PL

(Source: Processed by authors on the basis of UTK, 2019 & UTK, 2020).
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The scope of CSR-related activities performed by UTK is impressive
regarding the relatively small size of the institution as well as a modest field of
competence (rail transport issues). UTK uses its involvement in CSR to make this
institution recognizable to the wider public. Since 2017, this public institution put its
CSR reports in direct competition with non-financial reports of the biggest Polish
commercial companies in the contest annually organized by Forum of Responsible
Business (the oldest and the most influential organization dealing with CSR in
Poland).

ZUS is a large public institution in charge of the social insurance system,
employing ca. 45,000 people in 341 units across the country. Each year, ZUS enters
into contact with ca. 26,000,000 citizens. The vision of ZUS is defined as “reaching
the status of an innovative institution of social trust”. In its 2017 and 2018 CSR
reports (those available while this paper was completed - October 2020) ZUS
presented itself as a smart, proactive, stakeholder-oriented organisation. Each annual
report gathered ca. 100 activities categorised according to the ISO 26000 norms
(Table 5). The CSR report of ZUS for 2019 was not available when this paper was
finished (October 2020).

Table 5. CSR practices in 2017 and 2018 reported by ZUS (examples)

ISO 26000 area 2017 2018

e-ZLA (introduction of sick leave in

Organizational
Governance

Implementing procedures for
whistle-blowing

electronic forms)

Labour Practices

Organizing tourist trips and
package tours for employees,
their families and pensioners

Updating a system for employee
assessment

Human rights

Providing assistance of a video
interpreter of sign language

Improving procedures for making
appeals by ZUS’ clients

Environment

Thermo-modernization of
buildings belonging to ZUS

Eliminating paper usage by introducing
electronic communication in ZUS and
with clients

Fair Operating
Practices

Including social clauses in
contracts with external
deliverers

Being a strategic partner to the social
campaign ,,I work legally” organized by
PIP

Consumer Issues

Special certificates for
pensioners over 100 years old

Simplifying the language used by ZUS
in communication with its clients

Community
Involvement and
Development

Co-operation with Polish
diaspora - meetings and
trainings concerning social
insurance system in Europe,
USA and Canada

Blood donation: 27 liters gathered by
ZUS officials in 2018

(Source: Processed by authors on the basis of ZUS, 2018 & ZUS, 2019)

126
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Analysis of CSR reports from 2017 and 2018 shows that ZUS is determined
to present their achievements in CSR area, even if some activities described in the
reports can be regarded rather as public relations activities, whereas others can be
considered as simple fulfillment of basic duties of a public institution in charge of a
state's pension scheme. In 2018, ZUS copied the approach of UTK and participated
in the national contest for the best non-financial reports.

In 2019, the Polish Statistical Office (GUS), for the first time reported its
CSR activities from 2018 (the 2019 report was not available when this paper was
finished). The slogan of the report: “Statistics without barriers, because everybody
matters” and it refers to GUS' commitment to the 8th goal of Agenda 2030. GUS is
a public institution in charge of gathering, processing, and reporting official public
data.

Due to the competences of GUS, this institution has a very wide range of
stakeholders from other public institutions (European Commission, Eurostat,
national governmental agencies) through international organizations (e.g. UN) to
respondents (GUS, 2019). The GUS CSR Report 2018 reflects the areas of social
responsibility recognized by the ISO 26000 norms, however, a large part of the
report is dedicated to the significance of public statistics for monitoring the
sustainable development and organizational structure of CSR activities in GUS
(Table 6). The institution declares that it merged 7 areas of ISO 26000 norms into 4
key areas: corporate governance, natural environment, employees, and community
(GUS, 2019).

Particular chapters of the report refer also to SDGs; they present CSR
practices implemented either by the central office of GUS or by its regional
departments.

Table 6. CSR practices in 2018 reported by GUS (examples)
1SO 26000 area 2018

Organisational

Establishment of group on statistics of disabilities in GUS
Governance

Providing interviewers working for GUS with personal alarm

Labour Practices appliances in order to enhance their security

Introducing health prevention programs for employees and the public
Human rights | (e.g. information campaigns promoting prevention of cancer and
diabetes)

Environment | Using environmental clauses in public procurements

Fair Operating | Purchasing ink, toner and other consumables considering intellectual
Practices property rights

Consumer Issues | Trainings on personal data protection
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1SO 26000 area 2018

Community
Involvement and | Charity actions (e.g. collection of glasses for people in Africa)
Development

(Source: Processed by authors on the basis of GUS, 2019).
4. Discussion

For more than a decade, development strategies have been the basis for
decision-making processes and day-to-day operation of public institutions. They
constitute a sufficient formal framework for the development of “CSR culture” in
public administrative bodies. Examples of the normative acts prove that the social
responsibility of public administration is primarily implemented by the inclusivity,
materiality and impact principles in the meaning provided by Accountability
Principles Standard (AA1000APS, 2008), a set of standards dedicated to developing
an accountable and strategic response to sustainability (Waistell, 2008).

Even if a formal framework for the CSR approach in public administration
exists, institutions whose representatives already participate in the work of the Group
show a very different level of awareness and involvement in CSR activities. Several
institutions have already published reports on their own initiatives in the field of
corporate social responsibility. Some of them are at the very early stage of
implementing CSR, however, as the database shows, all of them are able to point at
least one CSR practice undertaken in their offices. The contents of the database
cannot be treated as exhaustive (it certainly does not cover all CSR-related activities
undertaken by public administration) as public institutions reported these practices
only voluntarily. Nevertheless, this incompleteness of the database does not deprive
it of its utilitarian character - the results were used to create a publicly available
platform that can serve as a model for other administration bodies to base their
activities in various dimensions and areas on the CSR concept.

The number of central public administrative institutions that declare an
implementation of CSR practices is not impressive — only 10.6% of (132) institutions
mention CSR practices on their websites and only 50% out of (20) Polish ministries
admitted to implementing CSR practices. The content of the database of Good CSR
Practices in Public Administration shows that not all participants of the Group
reported their good practices in CSR. The question is whether they have not
implemented any practices so far or if public institutions are unaware of the fact that
what they do can be considered CSR. If the latter is true, it only confirms the
necessity to develop and popularize the platform of good practices in organizations.
The third option is that some institutions do not want to admit their contribution to
social responsibility of public administration. So  far, only a few central
administrative institutions have decided to report their CSR activities, and these are
all public administration institutions outside the government. The reports presented
in this paper are professionally constructed, usually carried out by communication
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departments, education, or HR departments - interviews with government employees
reporting CSR showed that often people who transferred to public administration
from business institutions are behind these activities. All reports directly refer to 1ISO
26000 areas, and — to a lesser or greater extent - to the UN SDGs. CSR reports of
public administrative institutions do not differ much from similar reports produced
by business entities. Submitting reports for a contest and opening for competition
with companies’ reports only proves that public institutions treat CSR as seriously
as private businesses do. ZUS could be seen as the most significant recipient of CSR
in public administration. The size of the institution, its common recognition as well
as the broad network of stakeholders ZUS deals with predetermines this public body
to transfer the CSR concept to other sectors of public administration. But, even if the
2017 and 2018 reports showed that ZUS was heading toward this goal, however the
tendency seemed to stop in 2019. ZUS must report its CSR activities to build and to
strengthen the good image of the institution. As a monopolist on the market for social
insurance, ZUS has been strongly fighting for social trust - this task is extremely
difficult regarding the rather poor state of the Polish system of pensions and the
problems arising from the growing number of pensioners. The picture of ZUS in the
media is also quite negative - the institution used to be described as inefficiently
managed. Surely, ZUS as an organization is not responsible for the amount of an
average pension or other social insurance bond, but the association of a poor
pensioner with ZUS is deeply rooted in the Polish society and public opinion.
Nevertheless, the public attitude towards ZUS has started to change. In 2012, ZUS
was positively assessed only by 32% of respondents (CBOS, 2012), but in April
2019, ZUS achieved the best result in the history of the survey (since 2009) - 47%
of respondents expressed a positive opinion of ZUS. CSR activities as such are not
the only factor that contributed to this shift, but regarding CSR as a part of a broader
strategy of management of the institution, stakeholder-oriented activities shall be
seen as important components of improving the image and social reception of ZUS.
Other institutions having reported CSR face much fewer problems in their social
receptions, mainly because they are not oriented for direct servicing of citizens.

5. Conclusions

Reference to policy papers (development strategies) and selected legislative
acts confirms that the CSR concept is widely recognized in policy planning and
legislation. The Polish central administration seems to be strongly oriented toward
achieving CSR goals that are strongly represented in the UN Agenda 2030, currently
being implemented in Poland by the Strategy on Sustainable Development.
Establishment of CSR Working Groups, among them the Working Group on
Corporate Social Responsibility of Public Administration, at a ministerial level
confirms the significance of this issue. The database of Good CSR Practices created
on the basis of information gathered from members of the Group showed that a
significant number of central governmental institutions have undertaken socially
responsible activities addressed to many categories of stakeholders. Case studies
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based on CSR reports of three sector-specific institutions (rail transport, social
insurance, and public statistics) confirm that social responsible initiatives are,
nowadays, a coherent part of the performance of public bodies. These reports,
referring to 1ISO 26000 norms and SDGs, make evident that the CSR concept can be
applicable to public administration in the same manner and as successfully as it is in
business. Even if the number of CSR reports from central public administrative
institutions is not remarkable, this number does not reflect the magnitude of CSR
activities undertaken by governmental administration — activities that are not
reported in a professional manner. The paper confirms that central public
administration is oriented toward a value-based approach, highlighted in the
literature on contemporary, post-NPM, governance and CSR has become one of the
most important tools in facing global challenges. The examples of CSR activities
presented in the paper may be of use for practitioners: public officers and decision
makers and in this regard. The paper fills the gap in the literature on administrative
sciences that stipulates CSR in public governance, but hardly provides any examples
from the practice that public officers could benefit from. So far, the research has
focused solely on central public administration. In the future, it should cover self-
governmental (regional and local administration) institutions in order to assess the
impact of the concept of CSR on the sector of public administration as a whole.
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Introduction

In the context of globalization, the organizational environment has
undergone significant changes. Digital technologies, the global market, the
economic crisis require organizations to be flexible, less costly, and more efficient
to provide quality services. This is especially true for public social services during
the financial crisis caused by the COVID-19 pandemic (Androniceanu and Marton,
2021). To cope with the challenges of today and remain competitive in the domestic
market, institutions need to go beyond traditional management and reorient towards
the use of joint management, namely teamwork, as a single coherent system in which
institution's employees are the most valuable asset (Qing, Asif, Hussain, & Jameel,
2019). An increase in employees' productivity leads to an increase in the quality of
services provided to the population by state institutions. The satisfaction and
commitment of government workers to their work is a precondition for achieving
this goal (Cantarelli, Belardinelli, & Belle, 2016). This is the main reason why almost
all institutions want to increase employee satisfaction with their job duties, which as
a result will improve the productivity of activities and strengthen the competitiveness
of an institution in society. Cantarelli et al. (2016) conducted an in-depth analysis of
job satisfaction in public administration, analyzing a total of 249 case studies.
Scientists found that initially job satisfaction in management and psychology was
characterized as a positive emotion that arises as a result of job evaluation, but later
this concept expanded and began to correlate both with feelings (emotional reaction)
of a person and with various aspects of the performed activity, such as:

— individual characteristics (education, motivation, career growth,

gender);

— the complexity of the work performed (skill set, variety of tasks,

autonomy);

— job characteristics (interpersonal communication, reward system);

— professional environment (payment, job security).

Jung (2018) argues that if an employee of an institution works diligently
within their competencies, the productivity and efficiency of this institution do not
increase. For the development and functioning of an institution, it is necessary that
its employees show initiative in their work. The scientist believes that the
effectiveness of an institution depends on the behavior of the participants and their
interpersonal relationships (a sense of trust and loyalty among team members),
especially among social workers. It is these specialists who provide state guarantees
in the form of services for different groups of the population, with whom they
interact in the workplace. From a human resources (HR) management perspective,
institutions need to find ways to ensure employee satisfaction with their work,
because the higher the employee satisfaction, the higher the performance. Job
satisfaction among specialists working in the social protection service increases
when their activities are focused on results (Stepenko, Dreval, Chernov, and Shestak,
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2021; Jung, 2018; Androniceanu et al., 2020). Qing et al. (2019) have proven that
employees with a higher perception of their work are more satisfied than employees
who consider their work less valuable. This theory shows that employees with high
confidence in their success are much more autonomous than employees with low
confidence. The autonomy and decision making give employees a sense of control
over their activities and lead to greater satisfaction since employees are highly
motivated to do more work on their own. Jiang, Wang, Chui, and Xu (2019) state
that social workers constantly have to maintain a positive public image.
Consequently, professional identity and job satisfaction are significant factors for
social workers compared to other professions. Therefore, if a social worker is proud
of his/her status in society and identifies him/herself as a social worker, he/she will
be satisfied with his/her work.

The profession of a social worker in different countries of the world has
shown different satisfaction and recognition at the level of society. In the United
States, the sphere of social protection of the population (Roh, Moon, Yang, & Jung,
2016) is one of the fastest-growing professions that have career growth. In China,
the profession of a social worker (Jiang et al., 2019) is new, so the public image of
social work has not yet developed, and the professional identity of a social worker
has an unfavorable status, which affects the low rating of this profession in China
and low efficiency in social institutions. Important factors of the undeveloped social
sphere in China are low wages and a low level of management to create a positive
professional environment, which negatively affects job satisfaction. The United
Arab Emirates (UAE), like China, is a country that has a new specialist - a social
worker, but the status of a social worker in the social security service is considered
prestigious in the Emirate society. A social worker in the UAE (Department of
Community Development, 2020c) is understood as a specialist with educational
gualifications - a bachelor's degree in social work and 2 years of work experience in
related areas. The license is issued by the Department of Community Development
(DCD) for 24 months and then it may be renewed for an unlimited period. A social
specialist (Department of Community Development, 2020b) supports individuals,
families, or groups of people (children, retirees, persons with special needs) with
social problems by assessing their needs and interacting with them/or their guardians
to explore methods and solutions that can help them adapt to society or integrate into
a labor market. Social workers of UAE government institutions contribute to the
professional development, social or personal well-being of a beneficiary. Thus,
social services in the Emirates are provided by competent professionals with the
necessary qualifications and experience.

The primary focus of previous studies was to examine the direct impact of
job satisfaction on institutional performance. Job satisfaction components that have
a connection with the external (professional) environment and the activities of public
social workers, in particular in the UAE (Department of Community Development,
2019), have been little studied. Therefore, this study combines theoretical and
empirical mechanisms for studying this effect.

The study aims to determine the components of job satisfaction using the
example of social workers in public institutions and to conduct a quantitative
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analysis of these components' dependence on external (professional) environment
factors.
The study aims to:
1) update the concept of job satisfaction of public social workers and
highlight the components;
2) identify the factors of the external (professional) environment;
3) conduct a quantitative analysis of the dependence of job satisfaction
components on external (professional) environment factors.

1. Materials and methods

To quantify the dependence of job satisfaction components on external
environment factors, the study used the following methods: analysis, systems
approach, and statistical method. The studies were reviewed for the period 2016-
2020 using the official website of DCD in Abu Dhabi (Department of Community
Development, 2019). The research includes three stages that meet the study tasks:

- at the first stage, studies were analyzed, with the help of which the concept
of job satisfaction was updated, with the subsequent allocation of its components,
taking into account the professional activities of public social workers. Thematic
analysis was based on the following studies (Al-Buainain et al., 2019; Al-Zoubi &
Al-Tkhayneh, 2019; Alshehhi, Abuelhassan, & Nusari, 2019; Bond, 2020; Cantarelli
et al., 2016; Jabeen, Friesen, & Ghoudi, 2018; Jiang et al., 2019; Jung, 2018;
Pereselkova, & Korennaya, 2016) and conducted with the aim of understanding the
management of the professional environment and highlighting job satisfaction
components - tab. 2. The average value (£x>3) in Table 2 was selected to determine
the significance of job satisfaction components; the threshold value (Xxi>3) was used
to measure various components of job satisfaction;

- at the second stage, through a thematic review of previous studies (Al-
Buainain et al., 2019; Alshehhi et al., 2019; Bond, 2020; Cantarelli et al., 2016; Jiang
etal., 2019; Jung, 2018), external (professional) environment factors were identified
(Table 3); these factors correlate with the concept of job satisfaction (Table 1) and
its components (Table 2). The average value in Table 3 (Zy>3) was chosen to
determine the significance of the external (professional) environment factors; the
threshold (Zyi>3) was used to measure various factors of the external (professional)
environment;

- at the third stage, the correlation coefficient was used to determine the
dependence of job satisfaction components (Zxi >3) on external (professional)
environment factors (Xyi>3) (Table 4). The correlation coefficient R reveals the
presence/absence of a relationship between the variables x and y. R-values are in the
range - 1.0 to + 1.0. If R is positive, the relationship between x and vy is positive. If
R is negative, the relationship between x and y is negative. If the R-value is close to
zero, this indicates that there is no connection between the x and y variables. To
calculate the correlation coefficient, an Excel program was used with the following
characteristics of the CORREL function (range 1; range 2): data range 1 represents
job satisfaction components (£x1; Xx2; Xx4; £x5; £x6; Xx7; Xx8; Xx10, excluding
>x3 and Xx9 values since they are less than the set threshold Xxi<3); data range
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2 represents environmental factors (Zyl; Xy2; Xy3; Xy4, excluding Xy5 and Xy6,
respectively). The correlation coefficient equation has the following form:

R = nyxy-Ex)Xy) (1)
JInZx2-(Zx)2][nT y2-(Ty)?]

Demonstration of the theoretical model in practice is carried out using the
Visio program - Fig. 2. The algorithm for calculating the added value (on the
example of a social service state institution in the UAE) for a year is based on the
ratio of external (professional) environment factors and job satisfaction components:

- factors of the external (professional) environment are considered through
the indicators: the number of families that received financial assistance (FAF) and
the number of families that joined the society and gained financial independence
(FFI);

- components of job satisfaction are considered through indicators: the
number of corporate events held in the institution (CE) and work experience in the
institution (WE).

Value added is equal to the difference between the actual result obtained
from the activities of a social worker and job satisfaction components.

The actual result obtained from social workers’ activities (ARO):

*ARO=FAF*FFI.  (2)

Calculation of value added (VA) of a state social service institution:

*VA=ARO-CE-WE. (3)

Research limitations. The study explored and updated the concept of job
satisfaction in public sector, but this issue was not considered for a particular
country.

The research object is the process of adapting the phenomenon of
satisfaction to the conditions of the professional environment.

The research subject is the dependence of job satisfaction components on the
external (professional) environment.

2. Results

As the external environment and the needs of the employed people in the
field of social protection change, institutions need new approaches in the
development and retention of personnel, as well as the creation of a professional
image of an institution; this can increase the status of employees in society and
contribute to the quality of services provided. In this context, job satisfaction is both
an economic and a social category and is one of the key objectives of institutional
management. Currently, there is no uniform concept of job satisfaction. Scientists
use different interpretations of this concept, depending on the indicators and criteria
used (Pereselkova & Korennaya, 2016). To actualize this concept, it is necessary to
have an objective understanding of the existing terminology in world practice
(Table 1).
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Table 1. Basic concepts of job satisfaction in the field of public social protection

institutions

Author/s

Concept definition

Cantarelli et al. (2016)

Job satisfaction is seen as a category that determines the
professionalism of an institution through the services it provides
to the public.

Jung (2018);
Andjarwati et al.,
(2019)

Job satisfaction is a positive emotional response that an
employee experiences when performing their job duties or
during working hours.

Jiang et al. (2019);
Patterson et al., (2020)

Job satisfaction is associated with working conditions,
organizational commitment, and community acceptance.

Al-Zoubi and Al-
Tkhayneh (2019)

Job satisfaction is the link between personal expectations and
outcomes.

Pereselkova and
Korennaya (2016)

Job satisfaction is defined as a positive attitude towards
professional activity, a repeatedly experienced pleasure from
the work performed, and employee's expectations of receiving
this pleasure in the future.

(Source: Authors)

In general, a thematic review of the basic concepts of job satisfaction (Table
1) shows that the category of job satisfaction consists of different aspects that are
associated with the emotional component, the assessment of a specific job, and
organizational conditions. Summarizing the considered basic concepts, it can be
stated that job satisfaction is a relationship between actual, desirable, and expected

results.

The activities of social workers of public institutions in the UAE are based
on providing assistance to the community aimed at implementing social security
policies and improving the living standards of citizens who cannot provide adequate
income for a decent life (Department of Community Development, 2019). In this
regard, the allocation of job satisfaction components (Table 2) was based largely on
studies conducted in this country.

Table 2. Job satisfaction components of public social workers

(%) —
@ c O 2 ) ]
Components| 5 SSls.]| 8 |=-,.| & | S
2 _| 5|83|s5| E |28 £ |5¢ 25
. < = Co|lge o Q< c o 2 > L e
ok | = S8 | ® h= L2 o 29 = 1S)
e = = Q3| NE T} o S o c 9B © c S
=8| 8 |2=8|EE a8 | a8 Q| = 5o
© = o o 2 o o = = = O =
25| g |23|sE| g |88 £ |S52| ¢ | =3
c ¥ | 22| 206 = = X = Q S c
Authors o ES|og°| 5 |=*~ S | 3 z°
© 5c a)] S > )
o L £ s |4 I
Cantarelli et al. 1 1 1 1 1
(2016)
Jung (2018) 1 1 1
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Components

Recognition
Organizational
commitment
Interpersonal
relationships
profession
Salary
environment

Authors

Potential for future
growth
Forming connections
in the outside world
Duties performed
Working conditions
Public image of the
Healthy professional

[ERN
=
[EEN
[N
[N
[EEN

Jiang et al
(2019)

Roh et al. (2016) 1 1 1

Al-Zoubi and Al-|1 1 1 1 1
Tkhayneh (2019)

Pereselkova and|1 1 1 1 1 1
Korennaya
(2016)

Jabeen et al.|l 1 1 1
(2018)

Alshehhi et al. 1 1 1 1
(2019)

Bond (2020) 1 1 1

[

Al-Buainain et 1 1 1

al. (2019)
2x2= 2x10=

>x=10 2x1=5 4 2x3=1|Zx4=6 |Zx5=5 |Zx6=7 |2x7=4 |Zx8=4 |Xx9=2 5

Note. The average value for job satisfaction components is Xxi>3.

(Source: Own determination)

As shown in Table 2, job satisfaction components, such as interpersonal
relationships and organizational commitment, are of greatest importance. Other
significant components that have a positive effect on work are potential for future
growth, duties performed, a healthy professional environment, as well as
recognition, working conditions, and the public image of the profession. The least
significant satisfaction components include the economic aspects of work, namely,
connections and wages. The average level of job satisfaction is 5.1 at £x=10, which
indicates that public social workers in the Emirates are satisfied with their
professional activities.

Based on the results of the above studies and the DCD data (Department of
Community Development, 2020b), the following external environment factors were
identified (Table 3), which correlate with the concept of job satisfaction and its
identified components, taking into account the principles of public policy in the
UAE.
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Table 3. External (professional) environment factors

8
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Cantarelli et al. 1 1
(2016)]
Jung (2018) 1 1
Jiang et al. (2019) 1 1 1 1
Roh et al. (2016) 1 1 1
Al-Zoubi and Al- 1 1
Tkhayneh (2019)
Pereselkova and 1 1
Korennaya (2016)
Jabeen et al. (2018) 1 1
Alshehhi et al. (2019) 1
Al-Buainain et al. 1
(2019)
Xy=10 Yyl=8 Xy2=3 Xy3=5 Xy4=4 | Ty5=1 | Zy6=I

Note. The average value for external environment factors is Zyi>3
(Source: Own determination)

As one can see from Table 3, the most significant factors of the external
(professional) environment are:

- interaction with different population groups - social worker's correct
behavior under all circumstances;

- compliance with laws and regulations - social specialist shall communicate
and perform professional duties within national jurisdiction. The average value of
external (professional) environment factors is 5.6 at Xy=10, which indicates the
importance of the selected factors for a public social worker's professional activity.
In addition, among the considered factors related to the professional activities of
public social workers, it can be seen that the least significant factors of the external
(professional) environment (Xyi<3) include professional burnout and personal life.

This study tests the dependence of job satisfaction components (X£xi>3) on
external environment factors (Xyi>3) using the correlation coefficient. Table 4
visualizes the initial data for the presence/absence of a relationship between variables
(xandy).
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Table 4. Initial data

Job satisfaction Values External environment Values
components at Xxi>3 X) factors at Xyi>3 )
Interpersonal relationships | 7 Interact_lon with different 8
population groups
Organizational 6 Compliance with laws 5
commitment and regulations
Potential for future growth,
duties performed, a healthy | 5 Labor legislation 4
professional environment
Recognition, working Lo .
conditions, public image of | 4 Etate policy in relation to 3
. uman resources
the profession

(Source: Own determination)

The calculation of the correlation coefficient is carried out using Excel,
which is the most reliable method of quantitative assessment. Figure 1 shows the
correlation function using the data in Table 4, where data range 1 represents variables
x and data range 2 represents variables y. The graph of the correlation function shows
a positive relationship between the variables x and y, with R=0.9143.

Figure 1. The graph of correlation function between variables x and y

Job satisfaction

components

10

8 $

R*=0.9143
6
4
L
2
0
0 2 4 6 8

External environment factors
(Source: Own determination)

Summing up, it can be stated that a state institution that ensures a healthy
working environment for its social workers receives committed employees who are
motivated to achieve results. In this context, it is important to outline the following
advantages: employee satisfaction reflects positively on interaction with
beneficiaries and reduces the risk of violations of national legislation.
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Demonstration of the theoretical model in practice is carried out using the
algorithm for calculating the added value of a state social institution based on the
correlation of external (professional) environment factors and job satisfaction
components (Figure 2). Indicators of external (professional) environment factors,
taking into account the activities of social workers of public institutions in the UAE,
include:

- the amount of allocated financial assistance to families (FAF);

- the number of families who joined the society and gained financial

independence (FFI).

The indicators of job satisfaction components are as follows:

- the number of corporate events held per year (CE);

- work experience of an employee in an institution (WE).

The amount of value added by a public institution for the reporting year is
calculated using the formula:

The added value is equal to the difference between the actual results of a
social worker's performance in terms of the factors of the external (professional)
environment (FAF, FFI) and the indicators that make up job satisfaction (CE and
WE).

Determination of the actual result of a state institution:

*ARO=FAF*FFI, 4)

Calculation of value added (VA):

“VA=ARO-CE-WE.  (5)
Figure 2. The added value of state social institutions
The main External Job
directions of (professional) satisfaction
[ activities of UAE environment components
state institutions factors
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The actual result obtained from social Value added
workers’ activities (ARO) per year: (VA)=ARO-CE-WE

ARO=FAF*FF|

(Source: Authors)
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The calculation of the added value of a state social institution was due to the
need to understand an institution's activities in the context of the relationship
between social workers' job satisfaction and their external professional environment
(a country's social sphere). The basis of the proposed theoretical approach in the
study is the assessment of value added in the practice of state social institutions. In
this context, it is advisable to emphasize that the social services of different countries
have a certain specificity associated with the organization of labor and professional
problems, as well as with the state of economic development. Therefore, these facts
must be taken into account when calculating the value added of a state social
institution. In terms of value added calculations, this issue is the subject of further
research.

3. Discussion

In this study, the concept of job satisfaction of public social workers in the
UAE is updated and its components are highlighted. With the help of quantitative
analysis, the dependence of these components on external (professional)
environment factors was verified. A review of studies on job satisfaction concept
showed that all the definitions indicated an emotional component in relation to
personality and professional activity. Salsberg, Quigley, Acquaviva, Wyche, and
Sliwa (2018) characterize the social profession as one of the large-scale professions
in the field of social services, which implies performing different roles in
management, community organization, assessment, training, and policy. In this
context, Allas and Schaninger (2020) highlight two aspects that characterize the
quality of a workplace: 1) working conditions; 2) lack of interpersonal fear. In the
present study, public social workers in the Emirates (Department of Community
Development, 2019; U.ae, 2021) focus on three main aspirations to achieve
government-mandated social outcomes: a decent life for all UAE citizens; a close-
knit family as the foundation of a tolerant and inclusive community; an active and
responsible community. The level of satisfaction with the work of social workers in
the UAE is 5.1, which indicates a positive result regarding the individual qualities of
an employee. Geisler, Berthelsen, and Muhonen (2019) confirm the present study
results on job satisfaction components and state that commitment to work and
interpersonal relationships force public social workers to stay in this profession and
contribute to a positive attitude towards this profession. Judge, Weiss, Kammeyer-
Mueller, and Hulin (2017) characterize organizational commitment as an affective
state that is based on the conformity between personal values and institution's values.
Tokareva, Kovalenko, Gafurova, and Tokarev (2016) found that trusting
relationships in a team form a free and positive opinion about colleagues, which
contributes to internal cohesion and ensures a healthy professional environment in
an institution. It can be assumed that organizational commitment and interpersonal
relationships have a significant impact on the professional performance of social
workers. A thematic review of studies on job satisfaction components and their
dependence on external (professional) environment factors was carried out. It was
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revealed that public social workers interact with different population groups and are
obligated to do it within the framework of laws and regulations. It is important to
note that previous studies (Department of Community Development, 2020a;
Jackson, 2020; van Hulsen, Rohde, & van Exel, 2020) considered external
(professional) environment factors - ecology (climate change, air pollution),
occupational burnout, interaction with vulnerable population groups, the COVID-19
pandemic, while the present study considered external (professional) environment
factors at the individual level of a social employee. The present research results
showed that significant external environment factors in the context of job satisfaction
of social workers are interaction with vulnerable population groups and obligations
to comply with laws and regulations. At the same time, professional burnout and
personal life are the least significant external (professional) environment factors.
Vydrova and Bejtkovsky (2018) argue that the management of a public institution
directly affects workers' social maturity and intelligence, shaping the professional
environment in the workplace. Belas, Belas, Cepel, and Rozsa (2019) confirm the
importance of a healthy professional environment in a public institution, applying
the following research algorithm: defining the concept of a professional environment
and assessing significant factors in the public sector that affect the quality of the
professional environment. The study results showed what factors need to be
improved to achieve a perfect system of social factors affecting the professional
environment.

In the current study, a quantitative analysis was carried out to check the
dependence of job satisfaction components on external (professional) environment
factors. The quantitative analysis was carried out using the correlation coefficient
between the job satisfaction variables and variables of external (professional)
environment.

Based on the above theoretical and empirical data, a positive relationship
between job satisfaction components and external (professional) environment factors
was revealed. To understand the theoretical approach of the study, the calculation of
value added was applied in practice on the example of a state social institution in the
UAE.

4, Conclusions

The study revealed a statistical relationship between job satisfaction
components of public social workers and external (professional) environment
factors. It has been established that job satisfaction is an indicator of an institution's
performance, which includes a relationship between actual, desired, and expected
results. In general, it can be stated that a social worker provides state-guaranteed
services to society and state social institutions contribute to ensuring decent life for
all citizens and residents of a given country. It was found that public social workers
in the UAE pay the greatest attention to interpersonal relationships and commitment
to an organization, while the influencing external (professional) environment factors
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are communication with different population groups and compliance with laws and
regulations.

The practical results can be applied by advising managers of public sector
institutions, in particular those located in the UAE, on what strategies should be used
to increase job satisfaction among social workers.

Further work could be focused on calculating value added in the practice of
public social institutions, followed by an analysis of the relationship between job
satisfaction and job outcomes.
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Transparency in public administration as a challenge
for a good democratic governance

Armenia ANDRONICEANU

Abstract: In democratic societies, the transparency of public institutions is essential.
Increasingly, developed or developing countries recognize that free access to information is
fundamental to democracy. Whether we are talking about the government or the private
companies that manage public services, access to the data held by these organizations
means increasing accountability and allows citizens to know what these organizations do
and what they use public money for. Access to information develops citizens' trust in public
institutions, enabling citizens to understand public policy decisions and monitor their
implementation. The purpose of our research is to identify the degree of transparency of the
ministries in the Romanian Government. The research was based on public data and
information identified on the websites of 18 ministries in the current structure of the
Romanian Government, but also on data collected using online questionnaires answered by
45 officials from the Information and Documentation Departments of the ministries. The
data and information obtained were processed in excel and SPSS. The database was
completed with the evaluation reports on the implementation of Law 52/2003 on decisional
transparency in the Romanian public administration, from 2017-2020. The results of our
research show that ministries have made progress in ensuring administrative transparency.
However, administrative transparency remains a challenge for Romanian government
ministries. The results obtained are useful and interesting for both the field of knowledge
and for ministries to help them identify ways to increase transparency for better democratic
governance.
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Introduction

Transparency is a necessity in the fight against corruption. Access to
information develops citizens' trust in their own government, enabling citizens to
understand public policy decisions and monitor their implementation (Jaeger
and Bertot, 2010)

The lack of decisional transparency, together with other deficiencies of the
regulatory activity, leads to the low confidence of the citizens in the importance of
the normative acts. The absence of consultations means that the norms are
frequently modified or replaced, which determines an accentuated legislative

ADMINISTRATIE SI MANAGEMENT PUBLIC e 36/2021 149




Transparency in public administration as a challenge
for a good democratic governance

instability and does not offer the necessary security to the existing legal framework
in Romania. The real application of the principle of transparency would lead to a
greater trust in laws and regulations, since they were adopted in consultation with
stakeholders.

The right to information is the basis for achieving other principles, such as
transparency, accountability, public participation, environmental protection and
other individual freedoms (Kim and Lee, 2012). The right to information
contributes to democratic consolidation and economic growth (Szeiner et al.,
2020).

The involvement of citizens in public affairs in a democratic society is not
limited to the right to vote. Democratic citizenship involves obtaining information
about issues that affect the lives of citizens and the activity of the business
environment, but also collaborating with others to influence how society will solve
those problems. Effective participation in public debate requires good public
information on issues on the public agenda and on the mechanism by which the
citizen can be involved in the public policy process (Androniceanu, A.-M., 2020c;
Machyniak, 2017). The lack of decisional transparency leads to the low confidence
of citizens in the strength and importance of normative acts. The absence of
consultations can lead to frequent changes or replacements, which leads to
increased legislative instability and does not provide the necessary security for the
existing legal framework. The real application of the principle of transparency
would lead to greater trust in regulations, since they were adopted in consultation
with stakeholders. Confidence in the legal framework will result in a higher degree
of compliance with the law, with positive consequences on economic development
and the maintenance of cooperative relations between the public administration and
citizens. The real application of the principle of transparency would lead to a
greater confidence in laws and regulations, since they would be adopted in
consultation with stakeholders (Glotko et al., 2020). Trust in the legal framework
will result in a greater degree of acceptance and observance of the law, with
positive consequences on economic development and the maintenance of
cooperative relations between the government apparatus and society. No wonder
then that governments and companies take actions on integration of ethical issues
into the training of business administration professionals (Stonkute et al., 2018).

A law on transparency must ensure that the public administration is "open”
to its stakeholders through their participation in the regulatory process and through
their participation in decision-making. Decision-making transparency does not
introduce rules into a democratic government but only ensures dialogue and
collaboration between the public sector and the beneficiaries of the regulations
developed by it, respectively, citizens, non-governmental organizations, and
business associations. It is about a consultation process, and not about a change in
the roles between the public administration and the civil society regarding the
elaboration of normative acts (Peracek et al., 2018). This conclusion is necessary
and can be deduced from the fact that the responsibility for adopting deficient
normative acts undoubtedly belongs to the public governance (Barabashev, 2016).
Citizens, non-governmental organizations and other stakeholders must be able to
find out about the legislative intentions of public authorities, to actively participate
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in the decision-making process through suggestions and comments on normative
acts.

The decision-making transparency is based on the following principles:
informing people in advance about issues of public interest and draft normative
acts that will be debated; consulting them, as well as the legally constituted
associations, in the process of elaborating the normative acts; active participation
of citizens in administrative decision-making and in the process of drafting
normative acts. Accordingly, the objectives of a public institution in order to
respect decision-making transparency must be to encourage citizen participation
through a public consultation process, to comply with minimum procedures and
standards in order to systematize the consultation process, to build a coherent and
sufficiently consultative framework, flexible to take into account the specific
requirements of stakeholders and to have consultation strategies adapted to each
situation, and to promote the exchange of good practices.

1. Literature Review

In a democracy, government is just one component that coexists in a social
network of many and varied institutions, with citizens as the main stakeholders.
The essence of any democracy lies in the active participation of citizens in the
governmental decision-making process. This means the real possibility to consult
or obtain detailed information online, in a timely manner, without the existence of
barriers represented by a too complex system. It is the right of citizens to be
informed. In other words, the right to know what the government knows. An
informed society is essential for a viable democracy. Transparency aims to ensure a
wider access of citizens to information and documents in the possession of state
institutions. Transparency ensures the participation of citizens in the decision-
making process and implicitly the legitimacy, effectiveness and responsibility of
the administration towards the citizen. Transparency aims to prevent actions that
threaten public integrity (acts of corruption) and to assess the performance of a
public administration (Meyer, 2018; Mircica, 2020; Peracek, 2020).

Some authors analyze transparency according to society's tendencies
regarding legitimacy, trust and receptivity. They argue that transparency - defined
as lack of secrecy and openness to the public - is traditionally seen as a means of
reducing uncertainty and increasing citizens' trust about how the public budget is
administrated (Ott et al., 2019; Klun et al., 2019). However, they say that
computer-mediated transparency has several features that can actually threaten
trust (Shevyakova et al., 2021; Russell, 2020; Zabolotniaia et al., 2019).

Political science, public administration and scientific research have brought
to light new challenges regarding government transparency, based on access to
information. These studies explore some of the basic concepts and address some of
the shortcomings of the efforts planned to promote transparency through the
electronic information environment.

Transparency promotes accountability and provides citizens with
information about what the administration is doing for them (Dubnick, 2005).
Administration information is a national good. During election campaign periods,
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many politicians promise to take steps to make access to information of public
interest faster and in forms that citizens can quickly find and use. Each department
needs to find the latest technologies to put information about their online activity to
be used by the public (Nica et al., 2020). Departments will need to seek feedback
from citizens to find the most useful type of information for citizens.

Public administration is transparent when most information about its
activities, policies and decisions is accessible to the public. Transparency is the
result of available information. Being transparent has advantages for participation,
because it encourages the involvement of citizens in the decision-making process,
for accountability, because, in a democracy, citizens have the right to hold public
officials accountable for their actions and for the efficiency of public
administration, because only through access to information, be it reactive or
proactive, do citizens find out what the administration does for them and can
appreciate the quality of services and provide feedback on them to the
administration.

Transparency mainly targets access to information of public interest and
decision-making transparency in public policy making. One claims that issues of
trust and quality assurance in terms of the civil service are relevant (Shpak et al.,
2019). The literature makes the connection between transparency and public trust,
as a constitutive value of the functioning of democracy and implicitly of public
administration in democratic systems. From our point of view, it becomes clear that
transparency has an ethical value derived from that of public trust, which it
operationalizes at the level of administrative practice as a social practice. In turn,
public trust is based as a constitutive value for public administration practices, on
that of public participation, in turn a constitutive value for systems based on
participatory democracy. It emphasizes the value of the moral actor having the
capacity to make autonomous and responsible decisions within the limits of his
communicative competence and interests of social action (Androniceanu, A.-M.,
2020b). Transparency becomes a fundamental value with a constitutive role for a
series of institutions particular to the public administration, whose mission is to
implement the ethics policy established at various levels of administration (Mura
and Machyniak, 2014). It has also an impact on the employees’ well-being
(Vveinhardt and Sroka, 2020).

The origin of transparency as a democratic principle lies in the continuous
public pressure, meant to increase the social control over the public administration
bodies and in general in its functioning. If initially transparency was mainly aimed
at spending public money and recognizing the taxpayer's right to be informed about
it, gradually the concept of transparency increasingly concerns the sphere of public
decision (Larsson, 1998; Lincényi and Cérsky, 2021). These decisions are
extremely important to strengthen the efficiency of public expenditures governance
especially in terms of severe informal economy spread in a country (Androniceanu,
A.-M et al, 2020a; ben-Aaron et al., 2017).

Tax transparency (transparency in the use of public money) evolves from
the simple obligation to inform citizens about spending public money, to the
obligation to ensure fair access to public funds of all suppliers interested and
qualified for the field in which public procurement is to take place. Therefore,
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ensuring transparency guarantees equity in access to public resources, but also
maximum efficiency in their allocation. Equity, transparency and efficiency
become regulatory principles for the functioning of public services in the
administration.

Our research focuses on the issue of government transparency. According
to specialists, government transparency is achieved through one of the following
four primary ways: (1) proactive dissemination of information by the government;
(2) the release by the government of the requested data and information; (3)
organization of public meetings; (4) informing the public by the specialized offices
of the ministries. A study conducted in 2006 in 14 countries found that countries
with transparency laws were 3 times more willing to respond to requests for
information, compared to countries that did not have transparency laws and
responded to less than half of the requests. Countries that have respected
transparency tend to have more information and are more willing to share it. More
than 30 countries have institutions at the central administration level that monitor
the transparency of the administration.

Transparency ultimately serves to maintain an honest government. The
communication and information opportunities offered by the internet have
significantly contributed to the transparency of governance in many states. Thus, e-
government not only ensures wide access to information, but also contributes to
increasing transparency, accountability and achieving the anti-corruption objectives
of each administration (Wakuta, 2020; Mempel-Sniezyk et al. 2020). However,
efforts to promote government openness and reduce corruption are strongly
influenced by a nation's cultural and educational environment. Many countries that
have transparency laws have directly linked the implementation of these laws to the
implementation of ICT-based initiatives, often through e-government. ICT can
reduce corruption by promoting good governance, by strengthening targeted reform
initiatives, by strengthening relations between government employees and citizens,
by pursuing activities by citizens, and by monitoring and controlling the behavior
of government officials. Many governments consider the use of ICT as a means of
promoting efficiency and transparency. America, Asia and Europe have been very
successful in reducing corruption through e-government (Jeretina, 2018).
Administrative taxes and government contracts are areas where e-government has
been seen as a successful solution to the problem of corruption in many countries.
For example, the United States has created sites that provide access to data on
government spending general funding and technology development funding which
are intended to promote and monitor government public spending and, at the same
time, to identify and eliminate more quickly the projects through which public
money is spent inefficiently. A number of governments in the United States have
similar sites made available to citizens for the purpose of monitoring government
spending.

Based on experience and research to date, it is not known whether the use
of ICT to promote transparency can create a sustainable culture of transparency
(Horick, 2020). Given the access to information in general, the results are shared.
The publication of content on the Internet by the government is an example in
which the amount of accessible information available has changed significantly in
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some countries, with different reactions from the public (Bennett et al., 2020).
More than 30 nations, mainly from East Asia, North Africa, the Middle East and
Central Africa have restricted access to the Internet. Malaysia and Saudi Arabia
began censoring Internet access as an official government policy in 1990. Saudi
Arabia even announced the implementation of a strategy to monitor and censor
Internet use within the country through The King Abdulaziz City for Science &
Technology (KACST). In the same year, China began arresting citizens for what
they posted online. In the United States, federally funded public libraries and
schools have had to restrict Internet access since 2001, creating differences in the
levels of access available between government-funded libraries and schools and
richer schools and libraries that can give up. to the funds received from the
government, and, implicitly, to the requirements regarding the restrictions. These
nations have blocked, with a number of social, political and security reasons,
materials related to free speech, health, human rights, economic development,
environmental issues, religion. In some countries that have implemented filters,
citizens have lost access to information they previously held, resulting in
controversy in some countries, and almost no response in others. These situations
significantly affect the fundamental right of citizens to benefit from public
information.

There has been strong controversy in the United States, a nation with a
tradition of openness and transparency (Berliner, 2014). Similarly, in the European
Union, new EU conventions restricting access to government documents have been
challenged by activists, scientists, citizens and organizations.

Transparency in the decision-making process is achieved by
simultaneously ensuring participatory and deliberative democracy within the
framework determined by the norms of representative democracy. We believe that
there is a democratic deficit even in contexts where the deliberative process is
inconsistent, including due to lack of transparency and limited public participation
(Christensen & Cornelissen, 2015). We extend the meaning of the term democratic
deficit to any public decision system that has diminished either the representative
or the participatory component. We consider the term democratic deficit to be
applicable to bureaucratic situations that do not respect the conditions of
transparency: participation, deliberation and representation (Da Cruz et al., 2015).
In our opinion, transparency exceeds simple public control, it being conditioned by
the simultaneous existence of representativeness in collective decisions, ensuring
participation and deliberation (Erkkild, 2012; Erkkild, 2016). A decision taken in
the context of a democratic deficit, namely a deficit of transparency and public
participation, is susceptible to a lack of legitimacy (Grayson, 2020,
Grimmelikhuijsen et al. 2018). For these reasons in the EU public administration
tends to be more transparent in the field of safety and quality food governance
(Kominkova et al., 2020; Blakemore and Craglia, 2006), income distribution which
is constantly debatable sphere of public relations (Mishchuk et al., 2018; Mishchuk
et al., 2020).
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Romanian legislation on transparency in public administration reflects the
European policy in the field, initiated by the White Paper on European Government
adopted by the European Commission in 2001, and which concerns the
implementation of principles such as: openness, participation, responsibility,
efficiency and coherence. The main reference points are the internal legislation:
Law no. 544/2001 regarding the free access to information of public interest; Law
no. 215/2001 completed and modified of the local public administration; Law no.
52/2003 regarding the decisional transparency in the exercise of public dignities, of
public functions, prevention and sanctioning of corruption. These laws aim at
establishing a set of minimum procedural rules for ensuring decisional
transparency in the functioning of public-administrative authorities in Romania,
both at central and local level, as well as other institutions that use public financial
resources. The purpose of regulating decision-making transparency in public
administration is to increase its responsibility towards citizens and the active
participation of citizens in the decision-making process (Johnson, 2020).

The legislator formulates a series of principles, among which: informing
people in advance and ex officio on issues of public interest, consulting citizens
and civil society in the process of drafting acts, and active participation of citizens
in the administrative decision-making process. The obligation of transparency,
which falls under this law to the public administration authorities, is to inform and
submit to public debate the draft nominative acts, to allow access to administrative
decisions and minutes of public meetings. As we have seen, this is a minimum
obligation that should be complemented by good practices, established at the level
of public institutions through their own codes of ethics. In terms of procedures, the
law describes how to implement the transparency obligations, by publishing the
draft normative acts and sending them to the representatives of the civil society for
consultation. The purpose of regulating decision-making transparency in public
administration is to increase its responsibility towards citizens and the active
participation of citizens in the decision-making process. The obligation of
transparency is to inform and submit to public debate the draft nominative acts.

According to Romanian legislation, transparency in public administration
means the obligation of public communication of the administrative decision,
through easy access to information to the interested public, but also facilitating the
participation of all potential stakeholders in the decision-making act, including
inclusive measures where necessary to ensure participation.

In our opinion, maximizing the transparency of public administration is a
necessity in any democratic state. In our research we aimed to know the degree of
transparency of the ministries in the structure of the Romanian Government. The
question that our research answers is: Are the ministries of the Romanian
Government sufficiently transparent in the governance process? In order to answer
this question, we carried out a research in which all the ministries from the current
structure of the Romanian Government were included. For this we analyzed their
activity from the perspective of the main national regulations regarding
transparency in public administration.
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2. Research methods

The research included the 18 ministries from the current structure of the
Romanian Government. The number of subjects included in the research are part of
the ministerial departments that have attributions for information and
documentation. The size of the sample is 45 civil servants, from the Information
and Public Relations Department of each ministry.

To determine the sample size we used the following calculation formula:

- Nz "*0.25 _
[d**(N -1DI+(Z°*0.25)

n = the dimension of the sample (number of respondents);

N = total number of civil servants within the Directorate of Information
and Public Relations, which is 350 civil servants

d = accuracy level is 0.03

Z = 1.96 corresponds to a 95% confidence level

The main methods used for data collection and processing were: the
questionnaire and applications offered by excel for processing and representing the
frequencies of the analyzed aspects regarding transparency. The main variables
considered are: (1) the degree of training of the officials from the specialized
departments for the implementation of the regulations regarding the transparency;
(2) the usefulness of the legislative framework regarding transparency for
increasing the degree of administrative transparency in the governance process (3)
the frequency of delivery of public data and information to those who requested it;
(4) the modalities used by ministries for the delivery of information of public
interest; (5) monitoring the transparency of ministries.

45

3. Results and discussion

Most of the civil servants within the Communication and Public Relations
Department, in percentage of 82.22%, did not participate in trainings on the topic
of transparency and free access to public information. Only 17.78% of the
respondents stated that they participated in trainings on this topic. For the
identification of public information, a percentage of 51.1% of civil servants is
based on the text of Law 544/2001 (Parliament of Romania, 2001). Equally,
namely 24.4% of the respondents stated that they use only the decisions issued by
the ministry, respectively 24.4% of the respondents use both the text of Law
544/2001 and the decisions issued by the ministry.

The study confirms that it is necessary to prepare human resources from
the specialized departments of the ministries not only to be able to correctly
understand the legislative framework in force, but also to delimit public
information from the other categories. This aspect is important, as most say they do
not respond to requests because they are not sure that it falls into the category of
public interest. The same cause determines the small share of information of public
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interest posted on the ministry's website. Most documents can be posted on the
ministry's website only if they have an approval from the ministry board.

From the research results we find out that most officials consider that the 2
laws, Law no. 544/32003 and Law no. 52/2003 together with other subsequent
regulations are particularly useful due to their content, but not specific enough,
which creates problems of understanding and different interpretations. Figure 1
reflects the opinions of the respondents regarding the usefulness of the main
normative acts that regulate administrative transparency in Romania.

Figure 1. The usefulness of the legislative framework on transparency
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The methodological norms for the application of Law no.544/2001, regarding
the free access to the information of public interest, approved by the
Government Decision n0.123 of February 7, 2002

Law no.281/2013 for the amendment and completion of law no.52/2003
regarding the decisional transparency in the public administration

Law no.52/2003 on dwcision-Making transparency in public administration

Law no.544/2001 on free access to information of public interest

(Source: Author, 2021)

These normative acts have intensified the preoccupations of the ministries
to be more transparent in their activity. In the process of drafting normative acts,
public authorities and institutions have the obligation to inform and submit to
public consultation and debate the draft normative acts and to allow citizens access
to the administrative decision-making process, as well as to the data and
information of public interest, within the limits of the law.

Beneficiaries of public administration activities have the right to obtain
information from public administration authorities and institutions, and they have a
correlative obligation to make information available to beneficiaries ex officio or
upon request, within the limits of the law.

Regarding the frequency with which the information of public interest is
requested and delivered to the beneficiaries, the obtained results can be grouped,
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depending on the frequency in five groups: (1) weekly; (b) monthly (3) half-yearly;
(4) cancel; (5) as needed. The main results are prezented in figure 2.

Figure 2. The frequency with which information of public interest is provided
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(Source: Author, 2021)

Our research highlights large differences in the frequency with which
information of public interest is delivered.

Two categories of public information are delimited, some contained in
documents of public interest and others related to documents about the activity
within the ministries.

We note that there is no mechanism for cooperation and communication of
public information, most of them are provided upon request.

Only 37% of public information is disseminated through various means of
communication and information.

These results show that in these ministries the process of managing public
information is not a coordinated and transparent one, most of the public
information is communicated several times in different time intervals in a year,
which means time and resources. large consumed.

The lack of internal regulations to help officials delimit the different
categories of information from those of public interest, creates uncertainty and
often errors.

The respondents were asked if there was a decision of the ministry
regarding the information exempted from free access.

The results show that 64.44% of respondents say that it was established
within the ministry what information is exempt from free access, while 35.56% of
civil servants said that it was not established what this information is exempt.

However, in ministries, 60% of respondents consider that the list of
information exempt from free access is known, while 40% say it is not known.
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For example, when they establish that requested information is exempt
from free access, 60% are based only on the provisions of Law 544/2001 when
they establish what information is exempt from free access of citizens, while 22.2%
of respondents are based both on the provisions of Law 544/2001, and on the
decisions at the level of the ministry.

A lower percentage, of 17.8%, states that it is based only on the decisions
from the ministry level in establishing the information exempted from publication.

These results show the lack of a clear and unified approach to transparency
and public information that falls into this category.

Another variable involved in our research refers to the ways used by
ministries to ensure administrative transparency and the act of governing.

Figure 3 shows the following ways:

(1) posting in the ministry building;

(2) mass media;

(3) ministry website;

(4) official gazette;

(5) the Information and Communication department of the ministry.

During the research, we took into account in each ministry two components
of the activity:

(1) the one of public information and

(2) the transparent one of the regulatory process in the ministry.

Figure 3. Ways used to provide information to beneficiaries
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Ministry website acts
m Information of public
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(Source: Author)

The results show that there are a variety of means used for both activities.
However, most data and information of public interest are provided by the
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departments of the ministries specializing in information and communication, when
it comes to information of public interest. Regarding the regulatory process in the
ministry, most draft normative acts are published on the ministry's website where
they can be accessed by all interested parties. From the obtained results we notice
that an important part of the public information is found posted in the ministries
and others are subjects of analysis and debate in the media space. From these
results it is observed that within the ministries there is no systematic approach and
a coherent strategy regarding the internal and external means of communication for
the increase of administrative transparency. A high percentage, 44.4% of
respondents, consider it quite necessary to allocate financial and logistical
resources to ensure access to information, in general and for people with special
needs in particular, while 28.9% of respondents consider it very necessary.

Another variable investigated is the monitoring of administrative
transparency through indicators. The main indicators considered by us in this
research are: the number of draft normative acts publicly announced on the
ministry's website, by posting at the ministry's headquarters or in the media. The
results show that a small number of draft normative acts are communicated on the
ministries' website. This indicator shows that in 2017 there were 3 projects, in 2018
12 projects were communicated, in 2019 only 7 projects and in 2020 6 projects.

These results show a low level of transparency, given that several hundred
normative acts have been adopted by the government each year. Another indicator
followed in our analysis is the number of research received for providing
information on draft regulations.

Thus, we discovered that, in 2020, there were 4 requests from business
associations or other legally constituted associations and only 1 request made by a
citizen. Instead, in 2020, 23 projects were sent by ministries to associations and
266 recommendations were received from them. Furthermore, these indicators
show a weak cooperation between the ministries that have legislative initiatives
and their stakeholders and implicitly the need to motivate the dialogue and to
increase the transparency in the governance process.

The research results show that most of the respondents, 77.78% stated that
they made the report on decision-making transparency, while 22.22% of them did
not make the report. In this regard, 71.1% of respondents stated that they published
the report on decision-making transparency on the ministry's website, while 15.6%
said that they published it in the Official Gazette and 13.3% gave it to the press for
publication.

Most respondents stated that they did not face complaints (80%), while
20% of officials faced such a thing. Complaints regarding the lack of transparency
according to the normative acts in force were, in proportion of 66.7% of the press,
and 33.3% were employers '/ trade unions' associations.

The results of the research show that administrative transparency in the
ministries of the Romanian Government is still a challenge and that major changes
are needed in the implementation of the regulations on administrative transparency.
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These refer to: the training of civil servants; communication strategies,
coordination and monitoring of administrative transparency; investments in
logistics necessary for a modern, democratic, transparent and efficient participatory
governance act.

4. Conclusions

Transparency and the right to access government information are
considered essential in a real democracy (Hollyer et al., 2014). They are based on
democratic participation and clearly contribute to increasing trust in government,
preventing corruption, informing about decision-making, accurate government
information and providing information to the public, companies and journalists
(Hood and Heald, 2006). Our study confirms that administrative transparency in
the ministries of the Romanian Government needs a significant improvement.
Administrative transparency is essential for increasing the quality of governance
(Barabashev et al., 2019). As the results of our research show, after the adoption of
law no. 544/2001 of the free access to the information of public interest and
respectively of the law no. 52/2003 regarding the decisional transparency, there is
an increase of the degree of transparency of the ministries from the Romanian
Government. However, as it resulted from our research, major changes are needed
to significantly improve transparency in the central administration in Romania in
general and in the ministries analyzed, in particular.
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Abstract: This paper presents qualitative research findings and a comparative scale
efficiency analysis of the units performing services in the building sector. The analysis is
based on two unique regional datasets from two countries, the Slovak Republic (SR) and
the Czech Republic (CZ). Performance of building competences in Slovakia is based on the
principle of voluntary cooperation of municipalities. In case of the Czech building sector,
the competences have been transferred to the newly created municipalities with delegated
or extended competences. Both states introduced reforms in public administration with the
aim to improve their efficiency, including the performance of building competences. Czech
Republic is currently undergoing a recodification of Building Act with unification of
building authorities into the system of state building offices. The results of our qualitative
research in both states in the period 2014-2019 show insufficient personal management due
to low financing of building competences. Using quantitative statistical methods, we came
to the conclusion that in Slovakia, a return to the performance of competences by state
administration (district offices) instead of building offices (as a part of self-government)
would not be effective.
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Introduction

The management of public affairs is currently a highly treated issue, all the
more so as the public pressure on public authorities is constantly increasing in
order to manage public affairs more efficiently, quickly and closer to the citizen
(Androniceanu, 2019). Today, modern public administration is understood mainly
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as a service to the citizen, as a form of satisfying citizens’ needs arising mainly
from legal requirements. Several post-communist countries have committed
themselves to effective and modern governance, as it is the case in Slovakia and
the Czech Republic. For several years, we have been following reform efforts, with
one wave of measures being replaced by another. Following the political will, it is
also necessary to apply modern management tools so that the whole process
actually works.

In its Program Statement of 30 April 2020, the current Government of the
Slovak Republic proposes the abolition of building offices and the transfer of their
competences from self-governing units to district offices. This would mean that a
municipality, as a self-governing unit, would lose its powers and supervision over
the exercise of competence in the field of building regulations.

At the same time, an institutional change is being introduced in the Czech
Republic, consisting of the creation of a state building administration, and the
exercise of building competences will be left to the self-governments —
municipalities of 11l. category.

Based on the text above, we consider important to address this current
issue concerning the exercise of competence in the field of building regulations (in
the Slovak Republic but also in the neighbouring Czech Republic). It is true that
municipalities in Slovakia have considerable problems with the exercise of the
competence, but after introduction of the suggested change, they would completely
lose their powers, which they have acquired so far through various reform steps. In
our research, we prioritize the performance of public administration competences
in the building sector and we come to conclusions that could help their efficient
performance.

By the presented paper we would like to draw attention to the fact that
from the point of view of our quantitative analysis, specifically by applying DEA
analysis, in the future, this step may not be as efficient as it seems. It is true that
municipalities in Slovakia have considerable problems with the exercise of the
competence in the field of building regulations, but with this step they would
completely lose control over the exercise of this competence. Ultimately, the
presented principle of the exercise of public administration in Slovakia “closer to
the citizen” could be negated.

1. Theoretical background

The agreement on the division (dismembrance) of the Czech and Slovak
Federal Republic as of 31 December 1992 ceased the then Czech and Slovak
Federal Republic and created two separate state entities - the Slovak Republic (SR)
and the Czech Republic (CR).

Overall taken, despite of both nations share common history, geographical
and natural conditions, inclusion of the same geopolitical and economic structures,
and similar economic background, perhaps due to act of sovereign policies and
governmental institutions, they had taken different paths of their evolution (Maris,
2019; Georgescu et al., 2020).
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Public administration reforms have already started in parallel in both
already independent states (Peracek, 2019). Boetti - Piacenza - Turati (2010) state
that these are aimed at gaining the autonomy of self-governing units and their
further development.

In both mentioned states, there is a decentralization (transfer) of
competences from state bodies to self-governing units.

In Slovakia, Act no. 416/2001 Coll. on the Transfer of Certain
Competences from State Administration to Municipalities and Higher Territorial
Units was adopted, through which, more than 300 competences were transferred to
self-governing units (LeSko, 2015). In the Czech Republic, more than 80% of the
original competences, which in the past were supposed to be provided by district
authorities, were transferred to municipalities (Henninges, 2006).

However, the difference between Slovakia and the Czech Republic is that
the Czech Republic has gone through the so-called categorization of municipalities,
which means that the competences were divided between the established
municipalities of 1., II. and III. category (Sedlacek, 2015). This was achieved by
the adoption of Act no. 313/2002 Coll., which amended the Act no. 128/2000 Coll.
on Municipalities, specifically by the Act no. 314/2002 Coll. on the Appointment
of Municipalities with a Delegated Municipal Office and on the Appointment of
Municipalities with Extended Competence. Klimovsky (2010) commented on the
fact that the categorization of municipalities prevented every single municipality
from having the same authority, especially for objective reasons.

Not every municipality is able to ensure the implementation of such
diverse volume of competences operationally, materially, in terms of personnel, but
especially financially. Slovak municipalities (mostly small ones) also find this
rather problematic.

Horvath-Hollésy-Vadasz (2019) argue that the motivation of staff is very
important (Androniceanu et al., 2020). In society, there are often visible differences
in the salary of private and public sector employees, to the detriment of the public
sector. This is also reflected in the motivation of the population to exercise
competence in the field of building regulations or other public services.

In this context, Fandel et al. (2019) state a critical opinion on the financing
of transferred competences. They claim that the financial support by the Slovak
state budget relating to the transferred competences of municipalities, which is
regulated by 86 par. 2 of Act no. 523/2004 Coll. on Budgetary Rules of Public
Administration, is not sufficient, which, in case of building competences, leads
municipalities to merging into the joint building offices serving for numerous
municipalities. In this context, several foreign (Sargent, 1997) and domestic
authors such as Horvath, Cibik, and Svikruha (2018) state that fiscal
decentralization has also brought many problems to local self-governments, with
which municipalities have to deal within their means. In solving some problems,
the question of financing of the reform changes arises. Self-government is most
often dependent on its own finances, but at the same time, it has the opportunity to
use the financial programs of the European Union (Hajek et al., 2017).
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Kovacova (2014) expresses the opinion that "the smaller the municipality,
the greater the problems with securing the transferred competences”. Problems
with the provision of transferred competences are directly reflected in the
satisfaction of the population with life and development of the region (Olah et al.,
2020; Mura and Kajzar, 2018; Raszkowski, Bartniczak, 2018). For this reason, it is
important to pay attention to the best possible functioning of local self-
governments, what is very actively linked to the development of a particular
region.

In Slovakia, the situation is currently being addressed through the so-called
inter-municipal cooperation, which is allowed to municipalities in accordance with
820 of Act no. 369/1990 Coll. on Municipalities. The law states that municipalities
may "cooperate with each other on the basis of a contract concluded for the
purpose of carrying out a specific task or activity".

The delegated competence in the area of building regulation is also
exercised, when the municipalities conclude contracts between themselves for the
exercise of building competences by joint building offices.

Pursuant to §117 of Act no. 50/1976 Coll. Building Act as amended: “The
municipality is the building authority. The competence of the building authority is
a delegated performance of state administration”.

Every municipality in Slovakia becomes a building authority, but not all of
these municipalities are able to fully exercise the delegated competence in the field
of building regulations and therefore they cooperate with each other and create
joint municipal offices and in the field of building regulations - joint building
offices. In the Czech Republic, the reform changes secured that the provision of
competence in the area of building regulations is performed only by municipal
authorities designated by law (categories I1. and 111.) (Klimovsky, 2010).

Situation, however, has been gradually changing.

As we have already mentioned in the introductory part, the Government of
the Slovak Republic in its Program Statement of 30 April 2020 proposes the
abolition of building offices and the transfer of their competences from self-
governing units to district offices. At the same time, however, in other parts, public
administration is planned to be left to non-state entities, such as local governments
in the field of spatial planning. This would lead to the fact that the municipality, as
a self-governing unit, would lose supervision over the exercise of competence in
the field of building regulations.

Despite the above-mentioned idea of the Government of the Slovak
Republic, which was defined in its Program Statement, the presented paper
proposes a different direction of the functioning of building offices in Slovakia. We
agree with Weimer (2019), who states that, as experts working to promote good
governance, administrators must be able to anticipate the consequences. It should
also be added, as reported by Okanazu et al. (2019): "No institution, organization
or establishment will work efficiently without having credible, sound and
innovative personnel."

In our opinion, the exercise of competence in the area of building
regulations in the current seats of district offices would not lead to the effective
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exercise of competence in the area of building regulations. According to the
presented situation, 72 seats of building offices would be established in Slovakia.
At the same time, we must not forget another important problem associated with
the building process, and that is waste. Waste management is another huge problem
of local government (Adamisin et al., 2018; Infante, Smirnova, 2016; Mucha et al.,
2019; Pavolové et al., 2020).

In the paper, but also based on the preliminary results of research
conducted within the project VEGA 1/0190/17 and the dissertation thesis entitled:
Evaluation of the performance of municipal competences in the field of building
regulations, we propose to keep the exercise of competence in the area of building
regulations in municipalities, but only in those that can handle it materially,
technically, personnel and financially.

According to Sargeant (1997), many small local institutions combine and
jointly form their resources into larger units in order to increase the efficiency of
public service delivery. Hemminges (2006) takes a similar view, arguing that
activities that are inefficient are on the verge of interest and are in the centre of
local governments’ issues.

Buleca - Mura (2014) state that the issue of monitoring efficiency in public
administration conditions is gaining more and more prominence, within all
eurozone countries. The public sector must look for opportunities to increase its
efficiency. In their analysis, they apply quantitative evaluation through the data
envelopment analysis (DEA).

Many authors have researched and evaluated the efficiency of public
administration in the past, e.g. Narbon-Perpifia and De Witte (2018), Afonso and
Fernandes (2008) or from Slovak experts Lacko, Hurny, Rozkosova, 2017). These
authors analysed the overall efficiency of self-governments at the state level, taking
into account the activities and competences provided by municipalities. They used
DEA analysis to evaluate efficiency.

Based on previous research, in order to verify it, we also apply selected
guantitative methods (identical to the mentioned authors) in our research, which are
described in more detail in the methodological part.

2. Objective, material and methodology

The main objective of the presented paper is to evaluate the current
situation and the impact of the expected future functioning of public administration
for the exercise of competence in the field of building regulations in the Slovak
Republic and the Czech Republic. This objective can be achieved using the
gualitative and quantitative methods, by which we can draw the conclusions on the
efficient exercise of competence in the field of building regulations.

At present, in the Slovak Republic, building competences are performed by
independent offices (I0) and joint building offices (JBO) in municipalities.
According to the Program Statement of the Government of the Slovak Republic for
the years 2020-2024, these competences should be transferred from the self-
governments back to the state administration. The Government assumes that the
exercise of competences by district offices will be more efficient.
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We verify the validity of this hypothesis using the data envelopment
analysis (DEA), but also by a qualitative method - guided interviews with
representatives of building authorities. In the Czech Republic, institutional reform
in the building sector is also being implemented and the state building
administration is being introduced, but building competences are left to the self -
government — municipalities of 111. category.

The partial objectives of the paper are directly related to the main one and
they are:

- evaluation of the efficiency of the exercise of building competences by

joint and independent building offices in the Slovak Republic,

- evaluation of transfers of building competences in the Slovak Republic
and the Czech Republic from the self-governing units to the state
institutions.

As Slovakia and the Czech Republic have a large number of municipalities,
we decided to analyse a sample of municipalities (building offices) of the Slovak
Republic and the Czech Republic at the regional level.

Specifically, it was a sample of municipalities, which is for Slovakia
represented by municipalities within the Nitra Region and KoSice Region and for
the Czech Republic - Pardubice Region and Liberec Region. The reason for
choosing these regions was the relatively comparable number of municipalities
falling under them. However, it must be stated that the decisive factor was also the
willingness of employees of these municipalities to cooperate on the implemented
gualitative research and also the available data for quantitative analysis.

The results, findings and conclusions of the research were derived through
the use of qualitative and quantitative methods:

- methods of controlled interviews with representatives of building

offices of a representative sample for the Nitra and KoSice Region
(Slovakia) and Pardubice and Liberec Region (Czech Republic),

- statistical methods, more precisely, the calculation of efficiency using
DEA analysis of the performance of building competences in the
examined period in the Slovak Republic (2014 - 2019).

To calculate the efficiency of the implementation of building competences
by district offices according to the Program Statement of the Government of the
Slovak Republic 2020, we use a method based on the application of mathematical
programming, known as data envelopment analysis (DEA) - analysis presented in
the original works of Charnes - Cooper - Rhodes (1978) or Banker - Charnes -
Cooper (1984), which are also currently mentioned in Buleca - Mura (2014) or
Fandel et al. (2019). The reason for choosing DEA analysis to evaluate the
efficiency of the implementation of building competences is that it is a complex
multidimensional method that can assess the performance of offices in terms of
multiple inputs and multiple outputs.

It is also important to mention that given its non-parametric basis, it is
possible to considerably vary the specification of inputs and outputs without need
to assume a particular functional form. The principle of the calculation of technical
efficiency (TE) measures is based on calculation of productivities of all units
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relative to the best practice unit’s productivity, what can be expressed in following
way:

Output of DMU,
_ Productivity of DMU, Input of DMU,
* max(Productivity of DMU)) Output of DMU;
! "\ Tnput of DM, )

1)

where DMUo is an observed (analysed) decision making unit and DMUj is j-th
decision making unit out of n decision making units creating a sample of units
under evaluation.

As variables in the analysis, we used data on the performance of a sample
of municipalities (building offices) for the analysed regions of the Slovak Republic
and the Czech Republic, specifically the number of issued building permits,
approval decisions and additional decisions in the period 2014-2019, which we
processed using a spreadsheet in Microsoft Excel. The calculations were performed
after the incorporation of input variables consisting of the amount of income taxes
of physical persons in the MS Excel.

3. Results and findings

When evaluating the functioning of public administration bodies, several
attributes that need to be kept in mind come to the fore. Individual authors point to
the selected, in their opinion, the most important factor. However, we are of the
opinion that there are several important attributes and we are in favour of a set of
indicators that need to be monitored in order to perform an objective assessment.
Charnes et al. (1978) in their work defined efficiency as a comparison between the
inputs used in a particular activity and the outputs produced by that activity.

In our research, we analyse the implementation of the competence of
building regulations in a sample of municipalities in the Nitra and KoSice regions
for the Slovak Republic and municipalities in the Pardubice and Liberec regions for
the Czech Republic. These regions are similar, especially in terms of the number of
municipalities located in them.

The Slovak Republic is a relatively small state, which as of 31.12. 2018
(Bacik, 2019) had 2 927 municipalities. Pursuant to §117 of Act no. 50/1976 Coll.
Building Act as amended, each municipality of the Slovak Republic is a building
authority. In our opinion, a large number of municipalities does not lead to the
effective exercise of all competences that municipalities have in their competence.
Municipalities often do not have sufficient qualified staff to be able to provide the
competence. Whether a municipality exercises competence in the area of building
regulations independently or through a joint building office is published on the
website of the Ministry of the Interior of the Slovak Republic.

There are 354 municipalities located in the Nitra Region (NR), which
represents 12.09% of municipalities out of the total number of municipalities in the
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Slovak Republic. These municipalities are located in the cadastral areas of
7 districts. Of the total number of municipalities in the NR Region, 96.89% used
the possibility of contractual cooperation in the field of building regulations and
became a part of 26 joint building offices, while 3.11% of them exercise the
competence independently.

The Kosice Region (KE), has a total of 461 municipalities including
22 municipal districts, which represents 15.74% of the total number of
municipalities in the Slovak Republic. They are located within 11 districts. The
total number of municipalities without municipal districts in the KE Region is 439.
Of the stated number of municipalities (439), 89.06% of municipalities used the
possibility of voluntary contractual cooperation and became part of 28 joint
building offices. The remaining number of municipalities (48), which represents
10.94% of the total number of municipalities (excluding municipal districts), has
not yet used the possibility of contractual cooperation and performs the
competence independently. Competence in the area of building regulations of 22
municipal districts of KoSice is performed by professional employees at 4
workplaces of building offices of the city of Kosice.

Using the guided interviews (personal and e-mail communication), we
asked representatives of municipalities for their opinion on the exercise of
competence in the field of building regulations. The overall success of the
conducted interviews related to building regulations in the NR Region, of the total
number of building offices (354 municipalities) was 89.19% and in the KE Region
of the sample (461 municipalities) was 36.23%. Together for both regions, the
success rate of controlled interviews (from a sample of 815 municipalities) was
54.72% (58 building offices out of 106 surveyed building offices).

As of 31 December 2018, the Czech Republic had 6 254 municipalities.
The building competence in these municipalities, as we have already stated, is
performed by municipalities which, in terms of categorization of municipalities,
fall into I1. and I11. category.

As part of our research in the Czech Republic, we dealt with the exercise of
competence in the field of building regulations on the example of municipalities in
the Pardubice Region and Liberec Region. In the Pardubice Region (PR),
451 municipalities are located, which represents 7.21% of the total number
of municipalities in the Czech Republic. These municipalities belong to 4 districts.
There are 227 municipalities located in the Liberec Region (LK), which
represents 3.63% of municipalities out of the total number of municipalities in the
Czech Republic.

Competence in the area of the building regulation in these regions is
performed only by municipalities that exercise this competence, which means by
those to which this competence has been entrusted in terms of categorization of
municipalities. For the Pardubice Region there are 42 municipalities and for the
Liberec Region 37 municipalities exercising building competence.
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In the municipalities that are "building offices" in the PR and LK regions,
similarly to the regions for the Slovak Republic (NR and KE regions), we carried
out qualitative research, which was attended by all 79 "building offices" (100%).

Within the qualitative research, the questions we asked the employees of
building offices in Slovakia concerned the issue of securing and exercising the
transferred competence in the field of building regulations, namely: 1) reason for
concluding a contract for joint performing of building competences, 2) whether
there are implemented investments associated with the construction of new
buildings and civil engineering works in the territory of the municipality 3) issues
of financing competence in the field of building regulations, 4) hiring a new
employee of the building office 5) the suitability of the statutory obligation of
municipalities to create joint building offices. Similar questions were asked to
employees of building offices in the Czech Republic, naturally, without questions
related to the legislation covering the exercise of competence in the field of
building regulations.

From the obtained data, we can clearly express the dissatisfaction of the
municipalities we examined in the Nitra and KoSice regions. Municipalities are
particularly dissatisfied with the financial base provided to them by the state to
exercise the competence. The amount of funds is insufficient for municipalities,
which leads them to the need to cooperate with each other in accordance with §20
of Act no. 369/1990 Coll. on Municipalities as amended. Funding for
municipalities to exercise this delegated competence is also a limiting factor for the
recruitment of new staff that would be suitable for the authorities, especially those
with a legal education.

Investment activity within the NR Region is rather focused on industrial
construction, but of course also the related construction of housing units and
adjacent garages or parking lots (Bayar et al., 2020). Investment activity within the
KE Region focuses more on building purely housing units, of course with
exceptions.

The application of the current wording of Act no. 50/1976 Coll. Building
Act as amended must be applied in case of any building activity. The employees of
the building offices, as well as the investors themselves, would welcome its
complete change or an amendment that would facilitate, in particular, activities in
processing building permits and other related activities.

In the Czech Republic, municipalities have been categorized by new
legislation, but some employees of building offices also consider this to be
imperfect. Conducted interviews with representatives of building offices show that
the financing of competence in the Czech Republic, as in Slovakia, is also not
considered ideal and municipalities exercising building competence would
certainly welcome a higher level of funding. The financing of competence in the
area of building regulations in the Czech Republic is influenced by the amount of
the state subsidy for competence, which is determined annually by the amount
approved within the budget. There are not as many qualified employees as there
should be in building offices, and those who perform this activity would welcome
more training and more information in case of exercising competence in the field
of building regulations.
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Development projects are no exception for investment activities within the
analysed area in the Czech Republic, but not to the extent as building private
housing units or houses. Investments and innovations are very important for
regions.

We combine qualitative research with theoretical knowledge from public
administration and we agree with the opinion of Mayne et al. (2019), who state that
governments around the world are increasingly recognizing the power of problem-
oriented management as a way of addressing complex public issues and improving
the efficiency of measures through feedback processes on intended effects.

In our opinion, the situation in Slovakia in the area of exercising
competences in building regulations could be resolved by adopting new legislation
on the creation of building offices in the seats of registry offices. By amending Act
no. 369/1990 Coll. on Municipalities, Act no. 154/1994 Coll. on Registries, Act no.
416/2001 Coll. on the Transfer of Certain Competences from State Administration
to Municipalities and Higher Territorial Units, Act no. 50/1976 Coll. Building Act
the elimination of the contractual but chaotic creation of joint building offices
would be dismissed. With the new legislative solution according to our proposal,
the building offices would be clearly allocated to the currently functioning registry
offices and consequently building-registry offices would be created.

The Czech Republic is currently undergoing a recodification of building
law, which brings a reform of the building administration and proposes the
unification of building offices into the system of state building offices.

Quantitative research, namely a comparative analysis of the efficiency of
the exercise of competences in the field of building regulations within the project
VEGA 1/0190/17, found that independent building offices in the Slovak Republic
in NR Region and KE Region perform building competences more efficiently by
4.64% points than joint building offices, although this result was not statistically
significant. This is evidenced by the resulting values of the DEA analysis, which is
shown in the Table 1.

Table 1. Total efficiency of the building offices of the municipalities of NR Region and
KE Region (JBO and 10)

Efficiency according to the number of municipalities — crste

Result 2 — Z-ratio

The Z-Score is 0.9133. The p-value is 0.36282. — The result Calculation

is not significant at p<0.05

Average value crste — Every Building Office (BOs.) 0.374 (0.397 -
Average value crste — Non-joint building offices (NBOs.) 0.397 0.351)*100=
Average value crste — Joint building offices (JBOs.) 0.351 4.64%

(Source: own processing, 2020)

The overall efficiency of building offices in the sample of municipalities of
the NR and KE regions for the years 2014 - 2019 was generally low (Table 1). The
overall average efficiency of building offices was p = 0.374 (with the average
overall efficiency of non-joint building offices p = 0.397 and join building offices
p = 0.351). There are differences between the performance of building offices due
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to the large variability of overall efficiency. We present the distribution of
processed data using a Pareto chart (Figure 1).

Figurel. Pareto chart - Efficiency according to the number of municipalities

Pareto chart
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(Source: own processing, 2020)

On the other hand, the efficiency of the potential exercise of construction
competences by district offices and the abolition of the current building offices
according to the Program Statement of the Government of the Slovak Republic
appears to be lower using the statistical methods we use. The overall efficiency of
the exercise of building competences by district offices would be 6.4% points
lower than the overall efficiency of the building competences performed by
building offices, but the result is not statistically significant (Table 2).

Table 2. Total efficiency of the building offices determined by the Program Statement
of the Government of SR

Original Building Offices & (Simulated) County Building Offices - crste

Result 1 - U-value

The U-value is 671.

Result 2 — Z-ratio

The Z-Score is 0.52374. The p-value is 0.60306. the result is not significant at p<0.05

Average value crste — Every Building Office|0.367 Calculation

(BOs.)

Average value crste — Original Building Offices  |0.374 (0.374 - 0.310)*100=
Averege value crste — (Simulated) County Building|0.310 6.4%
Offices

(Source: own processing, 2020)
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However, in terms of efficiency from the scope of the original building
offices, we came to the conclusion that these are 29.5% more efficient than
potential building offices in the district offices (see Table 3), which are to be
established according to the Program Statement of the Slovak Government 2020,
and this difference is statistically highly significant.

Table 3. Efficiency from the scope of the original building offices

Original Building Offices & (Simulated) County Building Offices - scale

Result 1 — U-value

The U-value is 91.5

Result 2 — Z-ratio

The Z-Score is 5.30337. The p-values is 0.00001. The result is significant at p<0.05.

Average values scale te — Every Building Office 0.767 Calculation
Average values scale te — Original Building Offices 0.802 (0.802 -
0.507)*100%=

Average values scale te - Simulated County Building | 0.507
Offices 29.5 %

(Source: own processing, 2020)

Figure 2. Pareto chart - Original Building Offices & (Simulated) County Building
Offices - scale

Pareto chart
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(Source: own processing, 2020)

For this reason, as well as based on the results of qualitative research on
selected samples of building offices in NR and KE regions, we come to the
conclusion that the government-declared step back in the building sector and the
return of building competences to district offices as state administration bodies will
not be effective. We present the distribution of processed data using a Pareto chart
(Figure 2).
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Mayors of municipalities which issue building decisions under Act no.
416/2001 Coll. on the Transfer of Certain Competences from State Administration
to Municipalities and Higher Territorial Units, as amended, and the Building Act,
would lose decision-making powers on building in their territory with the
retroactive transfer of building competences to state administration bodies.

4. Conclusion

Qualitative research shows that representatives of building offices in the
Slovak Republic are dissatisfied with the material, technical but also financial
provision of the state for the transferred competences in the building sector. For the
Slovak Republic, 80% of the surveyed building offices confirmed this, and for the
Czech Republic, we detected a level of 72%.

The governments of both surveyed countries have adopted their strategies
for structural and legislative solutions to the problems of building offices. In its
Program Statement for 2020-2024, the Government of the Slovak Republic
mentions the abolition of building offices and the Government of the Czech
Republic is preparing to transfer the exercise of building competences to
municipalities of Ill. category. The problem of exercising building competences
was partially solved in the Czech Republic by the so-called categorization of
municipalities, but in the conditions of the Slovak Republic it is still open.

The efficiency of the potential exercise of building competences by district
offices and the abolition of the current building offices according to the Program
Statement of the Government of the Slovak Republic appears to be lower based on
the used statistical method. The overall efficiency of the exercise of building
competences by district offices would be by 6.4% points lower than the overall
efficiency of the building competences performed by building offices. This result,
however, is not statistically significant.

In terms of efficiency from the scope of the original building offices, we
came to the conclusion that these are 29.5% more efficient than potential building
offices in the seats of district offices to be established according to the Program
Statement of the Slovak Government. This result is statistically highly significant.

The final conclusion of our research is that there should be adopted new
legislation in Slovakia, which would precisely determine the seats of joint building
offices, which would be able to ensure the implementation of competence in the
area of building regulations for the municipalities they would cover as it is n the
case of registry offices. In practice, the situation would look like this: the current
seats of the registry offices would also be the seats of the joint building offices
covering the same municipalities (within both competences). However, the
competences would be exercised by qualified staff separately (only the office
would be common). This is already partly a question for the management of human
resources in the field of public administration, which requires the acquisition of
appropriate education.
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Perceiving of legal risk and the role of public sector in SMEs of V4 countries

Introduction

Small and medium-sized enterprises (SMESs) have an important position in
the structure of the economy in the countries of the European Union. Supporting
the sustainability of this sector is vital for economic development of countries
(Hanggraeni et al., 2019). The public sector plays a key role in the business
environment, legal framework, and control of conditions. Therefore, the public
administration cannot be overlooked either in terms of legal risk and its perception
by SMEs.

SMEs do not apply risk management as often as large enterprises.
Therefore, business risks can have a disastrous impact on their business.
Nowadays, SMEs begin to make an effort to analyse the business risks and their
impact on the future direction of SMEs (Lima et al., 2020). However, they pay
greater attention to the financial risks which can cause financial losses directly.
Non-financial risks are not taken into account (Psarska et al., 2019). These risks,
including operational, security, legal, and other business risks can result in huge
economic difficulties of enterprises as well (e.g. McNulty & Akhigbe, 2017;
Petkovic et al., 2016; Schulte et al., 2018).

The study was motivated by the fact that SMEs do not pay appropriate
attention to the legal risk which can lead to penalties. On the other side, the public
administration should be aware of SMEs™ perception of the legal environment to
support their sustainability more efficiently. The Visegrad countries (the Czech
Republic, Slovakia, Poland, and Hungary) were chosen for their common
characteristics such as history, economic development, and geographical similarity.
This study fills in the knowledge gap in this area and brings new scientific findings
valuable for both SMEs and the public sector.

The structure of the paper is as follows: the introductory chapter presents
an overview of knowledge about business environment of SMEs, legal risk of
SMEs and its factors, and the impact of the public sector on legal risk. In the
methodology chapter, the main objective, data, and methodology are specified, and
the hypotheses are formulated. The following chapter provides testing of the
hypotheses formulated and the results are discussed and compared with the results
of international analyses. The conclusions of the study summarize the main
findings, their applicability for different readers, and the limitations of the study.

1. Literature review

Business environment is related with a number of various business risks,
which can be divided into two large groups — financial and non-financial risks.
Authors that analyse these risks are e.g. Ferreira de Aradjo et al., 2020;
Kozubikova et al., 2015 (financial risk), Carr et al., 2017 (non-financial risk, such
as market risk), McNulty & Akhigbe, 2017 (operational risk), Schulte et al., 2018
(safety/security risk), Belas et al., 2020; Kozlova et al., 2016 (personnel risk),
Kayes et al., 2007 (reputation risk), Dvorsky et al., 2019; Li & Moosa, 2015,
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Petkovic et al., 2016 (legal risk), Taraba et al., 2016 (project risk), and Zimon,
2017 (market risk). The concept of legal risk has not been clearly defined and is
most often described as a category of operational risk in business activities
(Kaszubski, 2006). In international literature, most authors focus on finding
effective methods of minimizing and / or managing this type of risk in the activities
of entrepreneurs, in particular in terms of using financial instruments for crediting
their activities and in connection with contracts concluded with clients, rather than
on specification of this phenomenon (McCornick, 2010). The analysis of studies on
the scope of research on various risks in the activities of SMEs allows for the
formulation of the following conclusions: firstly, they do not clearly specify how
this risk is understood by the researchers and entrepreneurs participating in the
research. Some of them consider this risk to be the result of the law-making
activity of the state and its bodies; the others believe that this risk is the result of
the application or refusal to apply these regulations and the related consequences in
the form of decisions of judicial authorities and public administration bodies (Belas
et al., 2014); secondly, it can be assumed that within these studies, legal risk is
seen mainly as an unpredictable change in the number and subject of enacted legal
acts regulating the functioning of small and medium-sized enterprises in a given
country (Dankiewicz et al., 2020).

Petkovic et al. (2016) identified key risk sources in legal risk, such as
complicated legal procedures and difficulties in the collection of receivables from
debtors. Complicated legal environment also brings uncertainty into the decision-
making process of the company management (Melnyk et al., 2017). Legal process
has huge consequences for business environment and business realities.

Many authors agree that managers should be educated to manage risks to
avoid business failure (Brachert et al., 2017). Crises also have a high impact on
risk perception and risk management. SMESs perceive risks more intensively during
crises and post-crises times, taking into account more closely the need to
implement efficient risk management (Dvorsky et al., 2018). According to
Brustbauer (2016), risk management processes of large enterprises are more
developed than the processes of small enterprises, whose approach to risk
management is rather passive. The risk management in enterprises depends on the
characteristics of entrepreneurs (Gilmore et al., 2004; Nikolic et al., 2019,
Kljuénikov et al., 2019) and their knowledge (Rauch & Rijsdijk, 2013, Rostami et
al., 2015), on the size of the enterprise (Pagach & Warr, 2011, Paape & Speklé,
2012), on the length of doing business (Bottazzi et al., 2014).

Political factors set up the legal framework and control the business
environment (Dickson & Weaver, 2008). The legal regulation of business is
perceived as the major obstacle for entry on the market (Lutz etal., 2010).
Stenholm et al. (2013) identify differences in the institutional organization and
their impact on business activities. The authors consider the institutional methods
and regulatory provisions to be connected with the level of business activities, and
therefore, they suggest facilitating the entry of new enterprises on the market,
which may have a positive effect on business activities. Establishing institutions
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supporting entrepreneurials and entrepreneurship development is very important
also in the transitional processes of SMEs (Hisrich et al., 2016). Gaganis et al.
(2019) warn that the European government should pay attention to the bureaucracy,
which has a huge impact on the business environment. Not only national
government, but the European regulation has a huge impact on business
environment (Halasi et al., 2019).

The government is responsible for business environment, including
legislative conditions and their application in business practice and the overall
economic environment (Kaplanova, 2016). Public administration should create
favourable conditions for business, provide financial support for entrepreneurs, and
reduce administrative burden of entrepreneurship (Dobes et al., 2017). The state is
one of main actors in field of legal risk. Legal risks can be increased by frequent
legislative changes or by a new administrative burden in business environment
(Gavurova et al., 2020). According to Dobes et al. (2017), entrepreneurs are very
critical to the role of the state in business environment. 60 % of the respondents
from Czech SMEs disagree with the fact that the state creates favourable conditions
for business in the Czech Republic. Hamplova & Provaznikova (2015) focused
their attention on the identification of non-market factors which influence
entrepreneurship at the level of SMEs. They state that Czech entrepreneurs’
perception of business environment is very critical. The main reason are
administrative barriers in business and the work of authorities representing the state
administration and business regulation.

It should be emphasized that in the SMEs sector in Poland, the majority of
entrepreneurs, i.e. 87.6 %, are natural persons running a business. Other
organizational and legal forms, i.e. legal persons (e.g. limited liability companies)
and organizational units without legal personality (e.g. general partnerships, limited
partnerships, civil partnerships) account for 12.4 % of small and medium-sized
enterprises (Skowronska & Zakrzewski, 2020). According to Grzegorzewska-
Mischka & Wyrzykowski (2017), Polish entrepreneurs constantly see the main
barriers of the business in legal and administrative obstacles (including taxation).
Kadocsa & Francsovics (2011) analysed the business environment in Hungary and
concluded that SMEs do not capitalize on the opportunities of European Union and
cannot perceive the political situation and its impact on business environment.
Mallet et al. (2019) made a systematic literature review to present how the
regulation affects SMEs. They conclude that the impact of regulations is not
always direct, predictable, or constraining. There are differences among countries
not only in specific regulations but also in the ways SMEs respond to them.

2. Objective, methodology and data

The objective of the paper is to present new scientific knowledge in the
field of legal risks in the SME sector. Within achieving this objective, weights of
selected legal risk factors are quantified and the trends in the Czech Republic are
compared with other V4 countries. There is also examined the influence of the size
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of enterprise and education of entrepreneurs on their approach to evaluating legal
risk in individual V4 countries.

Empirical research in the SME sector was conducted between October
2019 and March 2020 in the Visegrad countries (the Czech Republic, Slovakia,
Poland, and Hungary) through an online questionnaire survey. The method of
random sampling was used to make the following selection: 8,250 enterprises in
the Czech Republic, 10,100 enterprises in Slovakia, 7,680 enterprises in Poland,
and 8,750 enterprises in Hungary. The enterprises in the Czech Republic and
Slovakia were selected using the data from the Cribis database, in Poland, the
Central Statistical Office of Poland database was used, and in Hungary, the
enterprises were selected on the basis of the data from The Budapest Chamber of
Commerce and Industry database. The average response rate was between 3.6 %
(Slovakia) and 5.5% (the Czech Republic); with 4.6 % in Hungary and 4.7 % in
Poland).

The structure of the SME sample from the Czech Republic was as follows:
The overall number of respondents (correctly completed questionnaires) was 454,
out of which 290 were micro-enterprises (0-9 employees), 107 small enterprises
(10-49 employees), and 57 medium-sized enterprises (50-499 employees). Legal
form: 135 self-employed persons, 266 limited liability companies, 34 joint-stock
companies, 19 with other legal form (cooperative, partnership, public benefit
corporation). Business sector: 29.3 % services, 20.1 % trade, 17.4 %
manufacturing, 13.9 % construction, 2.4 % tourism, 2.4 % agriculture, 2.2 %
transport, and 12.3 % in other business sectors. In the Czech Republic, the
questionnaires were completed by 231 entrepreneurs with secondary education and
223 entrepreneurs with university education (out of which 34 with a Bachelor
Degree, 168 with a Master Degree, and 21 entrepreneurs with Ph.D.

The overall number of respondents from Slovakia was 368, out of which
216 were micro-enterprises, 106 small enterprises, and 46 medium-sized
enterprises. In terms of the legal form, 59 respondents were self-employed persons,
266 limited liability companies, 21 joint-stock companies, 22 had a different legal
form (cooperative, partnership, public benefit corporation). Business sector: 30.1 %
services, 20.7 % trade, 19.0 % manufacturing, 11.1 % construction, 4.1 % tourism,
2.2 % agriculture, 2.7 % transport, and 10.1 % in other business sectors. In terms of
education, the attained education of the respondents was as follows: 77 %
entrepreneurs with secondary education and 291 with university education (out of
which 21 with a Bachelor Degree, 234 with a Master Degree, and 36 with Ph.D.

The SME sample from Poland included 364 respondents with the following
structure: 202 micro-enterprises, 85 small enterprises, and 77 medium-sized
enterprises. In terms of the legal form, 176 were self-employed persons,
126 limited liability companies, 22 joint-stock companies, 40 with other legal
forms (cooperative, partnership, public-benefit corporation). Business sector: 51.4
% services, 12.6 % trade, 14.8 % manufacturing, 6.1 % construction, 1.1 %
tourism, 0.8 % agriculture, 4.4 % transport, and 8.8 % in other business sectors.
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The questionnaires in Poland were completed by 60 entrepreneurs with
secondary education and 304 entrepreneurs with university education (out of which
38 had a Bachelor Degree, 244 a Master Degree, and 22 Ph.D.).

The sample of SMEs in Hungary included 399 respondents: 268 micro-
enterprises, 73 small enterprises, and 58 medium-sized enterprises, out of which
109 were self-employed persons, 240 limited liability companies, 18 joint-stock
companies, and 32 had a different legal form (cooperative, partnership, public-
benefit corporation). The structure of the SMESs in terms of the business sector was
as follows: 32.3 % of enterprises operated in services, 11.3 % in trade, 16.5 % in
manufacturing, 7.3 % in construction, 3.5 % in tourism, 18.8 % in agriculture, 4.0
% in transport, 6.3 % in other business sectors.

The questionnaires in Hungary were completed by 78 entrepreneurs with
secondary education and 321 with university education (out of which 134 attained
a Bachelor Degree, 147 a Master Degree, and 40 Ph.D.

This paper examines the following statements in terms of their overall
intensity, and the influence of enterprise size and education of entrepreneurs.

e ST1: I consider the legal risk-appropriate and not harmful to our (my)

business.

e ST2: (My) business is affected by frequent legislative changes, but it

has no negative impact on our (my) business.

e ST3: I understand the essential legal aspects of doing business.

The respondents selected one of the five following options: | strongly
agree, | agree, I neither agree nor disagree, | disagree, | strongly disagree.

Based on expert estimation method, the following scientific hypotheses were
formulated:

e H1: The evaluation of the impact of legal risk on doing business in the

V4 countries is not positive.

e H2: The intensity of the knowledge of the legal aspects of business

environment is above average in the VV4 countries.

e H3: There are significant differences in positive attitudes of

entrepreneurs concerning legal risk in terms of comparing the Czech
Republic with other V4 countries.

e H4: Enterprise size and education of entrepreneurs significantly

influence their attitudes concerning legal risk.

To verify the formulated scientific hypotheses, the method of descriptive
statistics (percentage), and the Z-score method were used. Statistically significant
differences were compared at the significance level of 5 %. The calculations were
made using free software available online.

3. Results

The following tables present the results of comparing the respondents’
attitudes with the selected statements concerning legal risk by country in total and
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by enterprise size and education of entrepreneurs. Individual tables also present the
results of statistical processing of the data.

Table 1. Evaluation of ST1

Z-score
Czech . p-value
sT1 Republic | SIovaia | Peland | Hungary | cpysp
(CR) CR/PL
CR/HU
Responses in total: 454 368 364 399
1. I strongly agree 45 31 39 68 0.0076
2. | agree 166 106 85 162 0.0003
1+2 in total %/ 46.47/211 | 37.23/137 | 34.06/124 | 57.64/230 0.0011
number
Responses by Micro/SME | Micro/SME | Micro/SME | Micro/SME
enterprise size 290/164 216/152 202/162 268/131
142 in total / % 118/40.70 79/36.57 76/37.62 144/53.73
93/56.71 58/38.16 48/29.63 86/65.65
Z-score/p-value 0.0010 0.7566 0.1096 0.0238
Responses by NUD/UD NUD/UD NUD/UD NUD/UD
education of 231/223 77/291 60/304 78/321
entrepreneurs
142 in total / % 109/47.19 24/31.17 26/43.33 46/58.97
102/45.74 | 113/38.83 08/32.24 184/57.32
Z-score/p-value 0.7566 0.2150 0.0969 0.7872

(Source: Own contribution)
Legend: Micro — micro-enterprises, SME — small and medium-sized enterprises, UD —
university education, NUD — secondary and primary education.

The level of agreement with ST1 ranges between 34.06 % (Poland: the
lowest level of agreement with the statement) and 57.64 % (Hungary: the highest
level of agreement). The average level of agreement with ST1 was 43.85 %.

The Z-score test values confirmed the existence of statistically significant
differences in positive attitudes of SMEs between Czech entrepreneurs and
entrepreneurs  from  Slovakia, Poland, and Hungary (p-value =
0.0076/0.0003/0.0011). Czech entrepreneurs appear to agree with ST1 significantly
more often compared to Slovak and Polish entrepreneurs. On the other hand, they
agree with ST1 significantly less often compared to Hungarian entrepreneurs.

P-value in the Czech Republic and Hungary confirmed the existence of
statistically significant differences in entrepreneurs” attitudes in terms of enterprise
size. It has been found that micro-enterprises evaluate the level of legal risk
significantly more negatively compared to larger enterprises.

When evaluating the entrepreneurs” attitudes depending on their education,
no significant differences were identified within the individual V4 countries.
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Table 2. Evaluation of ST2

Z-score p-
Czech . value
sT2 Republic | SIovaia | Poland | Hungary | cpiep
(CR) CR/PL
CR/HU
Responses in total: 454 368 364 399
1. | strongly agree 64 44 44 36 0.0969
2. | agree 117 82 86 127 0.2225
1+2 in total, % / 39.87/181 | 34.24/126 | 35.71/130 | 40.85/163 0.7718
number
Responses by Micro/SME | Micro/SME | Micro/SME | Micro/SME
enterprise size 290/164 216/152 202/162 268/131
142 in total / % 110/37.93 76/35.18 76/37.62 101/37.69
71/43.29 50/32.89 54/33.33 62/47.33
Z-score/p-value 0.2627 0.6455 0.3953 0.0658
Responses by NUD/UD NUD/UD NUD/UD NUD/UD
education of 231/223 771291 60/304 78/321
entrepreneurs
. 93/40.26 22/28.57 26/43.33 33/42.31
1+2 in total / % 88/39.46 | 104/35.74 | 104/34.21 | 130/40.50
Z-score/p-value 0.8650 0.2380 0.1770 0.7718

(Source: Own contribution)

The level of agreement with ST2 ranges between 34.24 % (Slovakia: the
lowest level of agreement with the statement) and 40.85 % (Hungary: the highest
level of agreement). The average level of agreement with ST2 was 37.67 %.

The Z-score test values confirmed that there are no statistically significant
differences in positive attitudes of SMEs between Czech entrepreneurs and
entrepreneurs from other V4 countries. There are no statistically significant
differences in terms of comparing the entrepreneurs” response by enterprise size
and attained education of entrepreneurs.

Table 3. Evaluation of ST3

Z-score
Czech . p-value
ST3 Republic S"(’g’;‘;'a P(Oll?_r;d H‘(‘IH%"’;W CR/SR
(CR) CR/PL
CR/HU

Responses in total: 454 368 364 399
1.1 strongly agree 168 107 144 79 0.0719
2. | agree 195 205 150 221 0.7718
1+2 in total %/ 79.95/363 | 84.78/312 | 80.77/294 | 75.19/300 0.0949

number
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Z-score
Czech . p-value
ST3 Republic 5"(’;’3‘;""‘ PE’F',T_r;d H‘(Jlf"%"’;ry CR/SR
(CR) CR/PL
CR/HU
Responses by Micro/SME | Micro/SME | Micro/SME | Micro/SME
enterprise size 290/164 216/152 202/162 268/131
142 in total /% 231/79.66 | 185/85.65 | 159/78.71 | 191/71.27
132/80.49 127/83.55 135/83.33 109/83.21
Z-score/p-value 0.8337 0.5823 0.2670 0.0096
Responses by NUD/UD NUD/UD NUD/UD NUD/UD
education of 231/223 771291 60/304 78/321
entrepreneurs
142 in total /% 171/74.03 66/85.71 46/76.67 55/70.51
192/86.10 246/84.54 | 248/81.58 245/76.32
Z-score/p-value 0.0013 0.7949 0.3789 0.2846

(Source: Own contribution)

The level of agreement with ST3 ranges between 75.19 % (Hungary: the
lowest level of agreement with the statement) and 84.78 % (Slovakia: the highest
level of agreement). The average level of agreement with ST4 was 80.17 %.

Z-score test values confirmed that there are no statistically significant
differences in positive attitudes of SMEs between Czech entrepreneurs and
entrepreneurs  from  Slovakia, Poland, and Hungary (p-value =
0.0719/0.7718/0.0949).

Based on the results, it could be stated that there are no statistically
significant differences in entrepreneurs” attitudes in terms of enterprise size within
the V4 countries (except for Hungary, where larger enterprises tended to agree
more with the statement). Czech entrepreneurs with university education agreed
with ST4 significantly more often (p-value = 0.0013).

Evaluation of hypotheses:

H1 was confirmed. The impact of legal risk on business in the V4 countries
was not evaluated positively. The average level of agreement with ST1 was 43.85
%, while the average level of agreement with ST2 achieved 37.67 %, and 29.41 %
in the case of agreement with ST3.

H2 was confirmed. The intensity of knowledge of business environment
legal determinants is above average in the V4 countries. The average level of
agreement with ST4 was 80.17 %.

H3 was partially confirmed. The research confirmed the existence of
significant differences in positive attitudes of entrepreneurs to legal risk when
comparing the Czech Republic with other V4 countries in terms of ST1.

H4 was partially confirmed; however, it was not possible to clearly prove
the scientific conclusion that enterprise size and education of entrepreneurs
significantly influence their perception of legal risk.
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4. Discussion

According to the results, Czech entrepreneurs agree with the statement that
legal risk has no negative impact on the business much more than Slovak and
Polish entrepreneurs; the highest level of agreement with this statement was
identified in SMEs in Hungary. This result corresponds to the results achieved by
Deligonul (2020), who confirms that the appropriate risk management in the case
of legal risk has a negative impact on the whole system. Proper legal risk
management means not paying penalties and the possibility to invest in the
development of the enterprise. The cross-country research conducted by Chittenden
et al. (2002) shows that regulations affect SMEs disproportionately and negatively.
The results from Poland do not correspond with the research conducted by
Dankiewicz et al. (2020) during the same period. The authors concluded that the
most important risk for SMEs is personnel risk (62.3 %) followed by legal risk
(52.1%). Furthermore, it was found out that legal risk is perceived more by Polish
entrepreneurs operating on the market for more than 3 years (53.6 %) than by
entrepreneurs operating for less than 3 years (41.5 %). The scale of new legal
provisions in Poland is stable and similar to the situation in 2017 and 2018. The
number of enacted regulations has significantly decreased since March 2020 due to
the COVID-19 pandemic (Van Kedzierski, 2020). Legal risk was indicated by
Polish SME entrepreneurs as the second most important risk in business activity; it
was also identified as one of the significant types of risks SMEs will struggle with
in the following 5 years. This gives grounds for the conclusion that although
legislators in Poland try to reduce the risk in the activities of entrepreneurs by legal
regulations, these efforts are not perceived by the SME sector, and the reduction of
the risk for entrepreneurs is not the same as the reduction of legal risk concerning
the quantitative and the qualitative aspects of the enacted law (Dankiewicz et al.,
2020). The public sector should see the perception of legal environment regularly
to maintain healthy legislative conditions for business. The over-regulated
environment can bring huge legal risk and can demotivate new entrepreneurs to
enter the market.

More than 30 % of SMEs from the V4 countries agree that the legislative
changes have a negative impact on their business. There are no statistical
differences in responses among countries. Similar results were obtained by Belas et
al. (2019), whose findings confirm that entrepreneurs in the Czech Republic and
Slovakia evaluate the political factors of the business environment negatively. The
result is opposite to the statement made by Bondareva & Zatrochova (2014), who
concluded their research in Slovakia with findings that smooth operation of the
legal risk framework can bring stability and success for SMEs.

On the other hand, it was found out that almost 80 % of entrepreneurs
states that they have basic knowledge of legal aspects of entrepreneurship. This
finding, however, can be caused by high confidence of entrepreneurs and can
confirm the statement that entrepreneurs do not perceive the risks appropriately.
This result was confirmed by conclusions made by Paape & Speklé (2012).
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However, knowledge of regulations cannot be only theoretical, it must be
transmitted through sources such as business support (Harris et al., 2012; Kitching,
2016), public administration (Hirschsohn, 2008), and employees” understanding of
these regulations (Atkinson et al., 2016).

5. Conclusions

The objective of the paper was to gain new scientific findings for the area
of legal risk management in the SME sector of the V4 countries.

Based on the research, it can be stated that the level of legal risk in the V4
countries is relatively high and this risk has a negative impact on business activities
of SMEs in the V4 countries. A considerable part of enterprises in the V4 countries
evaluate legal risk as excessive. The entrepreneurs in the V4 countries negatively
evaluated the fact that the dynamics of the legal changes is too intensive and affects
negatively their business activities. The role of government and public
administration is crucial in the legal environment. Often legal changes can lead to
unwillingness to start a business or further develop the business. The SMEs in the
V4 countries considered the business environment to be too strictly regulated. On
the other hand, the entrepreneurs showed high level of confidence in terms of the
knowledge of legislative norms in the business sector.

Legal risk was perceived differently in individual countries. The lowest
intensity of perceiving legislative risk was shown by SMEs in Hungary; the highest
level of intensity of negative perception of legislative risk was identified in Poland.

Empirical research showed that enterprise size and education of
entrepreneurs do not have a significant influence on the formation of entrepreneur
attitudes in the area of legal risk.

The research presented within the paper submitted has certain limitations
that need to be pointed out. First of all, it is necessary to consider the
methodological aspects of the given research in the context of possible
interpretation of the empirical results obtained. Another important aspect is the
period in which this empirical research was conducted. This period can be
described as a favourable phase of the economic cycle. It can be assumed that the
evaluation of legal risks will be more positive in this period than in the period of
significant negative factors in the macroeconomic sphere.
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