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ORIGINAL PAPER

The Multidimensionality of the Concepts of Human
Resources, Labor Resources and Human Capital in
Economic Theory

Nicea Mergeani', Andrei Cojocaru®, Corina Jujea (Vijulie)”,

Abstract:

In the conditions of the transition to the market economy, the model of economic
development has profoundly changed the real requirements of the market, which led to
the deepening of the reform process to deepen the problems faced by the human factor.
The fact that labor or labor is the essential factor of development or progress is
indisputable - labor is the main productive force (productive, creative, including
economic value) at all stages of its evolution. Economic and social development or
economic and social progress, in turn, entails a favorable evolution of labor or labor
force. As a result, the two terms of the correlation are mutually reinforcing.

Research states that education leads to increased individual income; that it is positively
correlated with macroeconomic growth; that it is strongly linked to the reduction of
poverty, illiteracy and income inequality; and that it has important complementary
effects on achieving fewer children and lower infant mortality rates, better nutrition, and
building democratic societies.

Keywords: human resources; labor resources; human capital; education.
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Introduction

With the evolution of the components of the system of production factors, the
theory of the role of the human factor in the economy has also been enriched, adapting
to the changing economic realities. The psychological dimension of the human factor
began to be taken into account in the first decades of the twentieth century, shaping the
"organizing" school (FWTaylor, H. Fayol and F. Gilbert) whose excessive
simplifications created reactions in economics, so that new hypotheses have been issued
on human behavior at work (Varzaru M., Dragomir Gh., 1997:124). A new trend has
emerged about "economic man", which has promoted a finer and more complex analysis
of human behavior and motivation. The new concept, called the "school of human
relations" was based on two fundamental postulates: creativity and initiative, the ability
to assimilate and use information technologies and neo-technologies. Starting from their
role in the organization we can characterize in a general way human resources as a sine
qua non condition of the existence of the production process (work - production factor),
a factor that can directly influence the level of performance of the organization being
involved in planning and development activity.

Starting with the 1950s, research on the place and role of the human individual
in economic and social activities can be classified into two main groups: human resource
theories and human capital theory. Despite the fact that confusion has often been
generated in the use of the two concepts, experts are unanimous in stating that human
resources are not equivalent to human capital. Human resources generate, store and use
knowledge (human capital). These are amplified by the interactions between them
(social capital) to generate the institutionalized knowledge that is in the possession of the
organization (organizational capital). Armstrong (2001) makes a clear distinction
between the two categories, stating: "organizational capital remains even if the employee
leaves: human capital is the intellectual asset that goes home every night with the
employee of the organization."

The vast majority of economic treaties detail all the resources involved in the
economic process and their importance. Most of them are unanimous in stating that by
far the most important of these are human resources. Thus, the role of the human factor
in making progress is becoming better known. Human resources are the ones that
decisively influence the economic result. The profound changes in the global and
complex business environment have led to changes in the development strategy of
companies, which understand that gaining a sustainable competitive advantage is based
on a competitive workforce and increasing labor productivity is possible through global
human capital development (Simion D., Toba D, 2018).

Human Resources and Human Capital

Human resource theories, highlighting human work motivations, have paid
close attention to the system of human needs (needs), which go beyond primary needs
and extend to secondary social needs (belonging to a social group, esteem requirements,
trust, the ability to succeed, etc.) and the tertiary needs that refer to the self-realization of
man (the desire to use his full potential or all his talents, to be creative, etc.). The
existence of unsuspected human energy resources within an organization (enterprise,
institution, etc.) has allowed the emergence of two relatively opposite conceptions of the
role of the human individual:
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a. the one who considers that the efforts of individuals must be directed by the
management, the latter having to motivate, control and modify their behavior, in order to
adapt them to the requirements of the organization;

b. which considers that the previous theory is incapable of effectively
motivating the human factor and emphasizes some important hypotheses: work is neither
pleasant nor pleasant in itself, and the attitude of each person towards work results from
his experience; individuals are not allergic to responsibilities, but on the contrary, for
many of them, taking on responsibilities is an opportunity to enrich and diversify their
work.

Although people are "the measure of all things", not always in companies their
importance is valued. The causes are diverse: from an underestimation of motivation, to
the fear that employees, by realizing their own importance, will demand increased salary
rights. Regardless of the attitude encountered in practice, no one, not even the most
reluctant or restrained manager, can deny that human resources are those that identify
the strategic opportunities of the organization, that design goods and services from the
idea phase to their physical realization and that sells them.

It is for this reason that notions are associated with human resources that reveal
their importance. Many authors characterize them as "important”, "unique", and Aurel
Manolescu summed up in a simple statement all their merits: "human resources
represent the organization" (Adumitracesei, 1., Niculescu, N., 1995).

In the same vein, Boudreau and Milkovich state that "although technical
facilities, technological equipment, or financial capital are important, human resources
are particularly important" (Armstrong, M., 2001).

The role of human resources is also clear in terms of their involvement in
increasing efficiency: people are the active resources of the organization, because their
potential, people's experience and passion, their initiatives and development actively
contribute to increasing organizational efficiency and effectiveness, possessing the
capacity to to considerably amplify the effect of using other resources (Pirvu, Gh et al.,
2011: 143) .

As a summary of the above statements, we can conclude that human resources
are nothing but assets of the company that serve to implement the objectives of the
organization, means that can condition the success of the organization, through the
efficient use of financial, material, institutional resources, in which they put their
intellectual and creative capacities in the service of fulfilling their tasks”.

Having highlighted the role of human resources, it is natural to see how human
resources contribute to the organization's goals. A number of physical and intellectual
capabilities of human resources are important in terms of how they are used within the
organization. Among the characteristics of human resources, some can be considered
favorable factors, enhancers of progress (+) while others can be considered as factors
that can slow down the progress of the organization (-):

(+) the potential for growth and development of human resources is remarkable;

(+) have the capacity to considerably amplify the effect of the use of other
resources;

(+) unlike material resources that periodically face moral attrition, human
resources can continuously adapt to changes in the current revolutionary environment in
terms of the evolution of information and technology;

(+) their status (age, level of culture, etc.) influences, or should influence,
human resources policies (principle of respect for individual staffing);
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(+) good use of human resources can help alleviate deficiencies caused by poor
or inefficient use of other resources;

(-) are influenced by the mentalities, habits, behavior of others;

(-) are often refractory to change;

(-) difficult to manage - if material and financial resources are relatively easy to
manage, human resources can have unpredictable reactions;

(-) decisions in the field of human resources are the most difficult to make
because they affect the social structures and the way of life of the individual; Despite the
fact that the name of human resources allows a certain detachment, the one who is
affected is the man, the individual.

Listing these strengths and weaknesses of human resources is not enough. They
must always be considered in a constant attempt to exploit the pluses to the maximum
and to reduce or prevent the effects of the minuses.

Most importantly, human resources have come to outpace other resources in
importance, and are now in reality the "announced revenge of human resources," as JK
Galbraith called it which fully deserves it and their introduction in a unitary system
made up of all the other resources that must lead to an optimal output of the
organization.

The theory of human capital first appeared in the American economist Schultz
(1993), who considered that: knowledge and skills are a form of capital and that this
capital is a substantial part of the result of a deliberate investment. However, the notion
of human capital is much older: Adam Smith in Wealth of Nations said that: the cost of
its formation, with an ordinary profit at least equal to that of a capital of the same value.
Human capital is defined as a stock of professional - scientific knowledge, skills,
abilities and health, which can cause a person to increase his creative potential and also
increase his expected income in the future. This concept is closely related to the
investment in human capital and the rate of its recovery. The theory of human capital is
currently invoked for the qualitative stimulation of the labor market mechanism, in the
sense that based on it, it explains processes related to wage differentiation, migration,
job search compatible with the degree of training and aspirations of people, etc. (Jianu,
E., 2021:3).

The relationship between education and labor productivity growth is the basis of
Becker's "human capital theory" in 1964, which assumes that education and training are
the main source of future income, and vocational training is the main source of future
income.

Theoretical and pragmatic concerns about human capital have intensified over
the past three decades. The general motivation was that the increase in physical capital
can only explain to a small extent the increase in the national income of developed
countries, the main part of its growth being determined by less tangible factors such as
technological changes under the influence of human capital. Numerous empirical and
theoretical evidence has been gathered, attesting to the economic importance of human
capital, especially education. The most tangible evidence is that, almost always, people
with a higher education and qualification tend to earn more than others, i.e. inequality in
the distribution of earnings and income is directly proportional to inequality in training.
At the macroeconomic level, in the last decades, no country has reached a sustained
period of development without having invested substantial sums in the labor force, and
in the quantitative assessments of its contribution to economic growth and development,
the most important role has been assigned investment in human capital.

12
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Human Capital Development through Education

Research in the field of human capital has focused on both the concept itself and
the measurement of the level of investment in human capital and the link between the
latter and economic growth.

Although it was only after the seventh decade of the twentieth century that it
became known for its conceptual affirmation and structuring, the term human capital
was used long before in economics. As Kiker (1968) points out, two methods have been
used to estimate the "monetary" value of the human being: the procedure of the cost of
production and that of capitalized gains. The first method consists in estimating the net
costs of the "production" of the human being in its development, excluding the costs of
its "maintenance", William Petty and Ernst Engel being among the promoters. The
second method is to evaluate the present value of the past and future earnings of
individuals (J. Shield Nicholson and Alfred de Foville being the best known economists
who used the method). Without providing a way to estimate the value of human capital,
Adam Smith (Wealth of Nations) defined as elements of capital, in general, the "useful"
skills and knowledge of the human being, viewed as a machine with both costs and
capacity. to produce, instead, income. Léon Walras and Irving Fisher argued, like other
economists of the early twentieth century, about the inclusion of human abilities in
available capital (Voicu B., 2004, pp. 137-157).

The Chicago group, led by T. Schultz, defined human capital "as the productive
force of man which is due to his training, education, and health." The investment in
human capital acquires new valences, the theory of human capital paying more attention
to the economic efficiency of investments in education and health. Subsequently, the
evolution of the theory of human capital based on the ideas of Jacob Mincer, who
developed the "human capital model" according to which the observed gains depend
mainly on the "human capital" incorporated in a person, is aimed at demonstrating the
role it plays acquires investment in human capital to increase productivity. In the
opinion of Becker the gains are considered dependent on the amounts invested in human
capital and the latter is supposed to be determined by the rational comparison between
benefits and costs. The unequal distribution of income has its origins in discrepancies
that are less related to biological differences between people and more to cultural
differences arising from disparate educational efforts. Mincer and Becker generally
restricted their approaches to human capital to the analysis of educational capital,
highlighting the costs associated with investing in training, as well as the relationship
between school and post-school investment.

In recent decades, analyzes of human capital have begun to define educational
capital as a result of the impact of human capital theory. Blaug (1976) shows that
education is, in fact, the essence of human capital, its importance being superior to the
components associated with health (Voicu B., 2004, pp. 137-157).

Contemporary theories address the relationship between human capital and
innovation. Thus, Dirk de Clercq develops a demonstration of this relationship,
formulating the following statement: "the higher the level of human capital in a country,
the higher the level of education in that country" (De Clercq D., 2004 ).

The analysis of human capital can be done only in direct correlation with the
factor of labor production, as an original and permanent factor of any economic and
social activity. The active and creative participation of man in the production of
economic and non-economic goods requires the existence in his living personality of
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some skills, some of them genetically inherited, but most acquired in society through
instruction, education and culture.

According to the promoters of the theory of human capital, the human resources
of a nation determine the character and pace of economic and social development.
According to economists Psacharopoulos and Woodhall, "human resources form the
foundation of a nation's wealth, human beings are active agents who accumulate capital,
exploit natural resources, build social, economic and political institutions, ensure the
development of the nation" (Psacharopoulos G., 1997). The study by Robert J. Barro
shows that education and human capital creation are responsible for the differences in
labor productivity and the general level of technology, characteristic of the countries of
the world (Barro R., 1991).

Human capital emphasizes, on the one hand, the skills of people acquired, as a
rule, through instruction and education, and, on the other hand, the efforts expressed in
the form of expenses for the acquisition and improvement of these skills.

Researched according to the nature of the efforts made, ie investments in man,
human capital is presented as a unit of two components:

a. tangible capital consisting of all tangible assets used to raise, educate and
protect the health of all persons being trained;

b. intangible capital consisting of the sum of the physical, mental and
intellectual efforts made in the processes of instruction, education and health care by and
for those who are trained, in order to improve the quality of their creative-productive
skills.

As tangible goods (products) and intangibles (services) used to improve human
skills are commodities and are expressed in prices, the sum of the prices of all these
goods is the monetary expression of "investment in man". In the processes of
instruction-education-health care, investments in man are transformed into acquired
skills, increasing the value, respectively, the price of labor (salary).

As a factor of production, human capital is characterized by:

- is more mobile and malleable in use than any other factor of production. Like
labor, human capital cannot be dissociated from the individual, so that this resource
cannot become the property of another individual except with the one who possesses it;

- human capital is not a given, it is created in time and requires a long enough
time horizon to be productive. At the same time, however, the income from the
"exploitation" of human capital is higher than the income obtained from the exploitation
of any other factor of production;

- with the passage of time, human capital does not lose its value, it does not
diminish, but, on the contrary, it develops through the acquisition of experience;

It can be said, in short, that the perspectives opened by human capital theories
are important and concern significant aspects of the labor market. The following three
are particularly noteworthy:

a) The concept of “human capital” sheds new light on the process of producing
and searching for the optimal combinations of factors. The investment in human capital
and the diversity of its causes illustrate the complexity of the strategies implemented by
both entrepreneurs (producers) and job providers. It seems possible, in the same order of
ideas, to study alternative systems of human capital formation;

b) At the aggregate level and in a long-term perspective, the combined study of
economic growth and development and qualifications can reveal complex interactions,
such as those after which human capital can be more or less productive depending on the
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era, thus introducing phases different growth, or that he may have different sources.
Human capital has proven to be a privileged factor, in particular, of endogenous
economic growth and development;

¢) The development of market economies clearly shows that social
segmentation increasingly depends on the level of professional qualifications. One of the
significant stakes of the theories of human capital that deal with these qualifications is,
therefore, to determine whether they will allow a better understanding of social
inequalities. The theories of human capital are articulated on the structure of workers
and, therefore, on the distribution of income and patrimony, because they are based on
the relative returns of investments in qualification (Jessua, et al., 2006: 107-109).

The analysis of human capital starts from the hypothesis that individuals decide
on their education and training, health care and other improvements to their knowledge
and health, comparing their benefits and costs (Becker, 1993: 385- 409).

Summarizing the basic approaches of human capital theory we can say: human
capital is the measure of the capabilities and qualities of the individual formulated as a
result of investments that, being used effectively, lead to increased labor productivity
and income. These capabilities and qualities of the individual have contributed to the
emergence and development of the new economy, have opened new horizons in the
perception of the economic phenomenon, based on innovative ideas that give rise to the
innovative economy. The peculiarities of human capital in the innovation economy have
a multiplicative value which consists in the fact that following the production process,
the newly created value at the output exceeds its value at the input. Thus, human capital
represents the totality of socio-economic relations regarding the formation and
accumulation of knowledge with a multiplier innovation effect. The innovative
component of human capital represents the totality of the intellectual capacities of the
worker for the generation and realization of the new knowledge having in his
composition both the physical capacities and the intellectual ones of the worker. Its
structure includes the following elements: education, vocational training, ability to
reproduce and renew knowledge, abilities and personality types, health and genetic
background, motivations, ability to migrate.

Each of the components of human capital raises issues of definition and
operationalization. Educational capital comes in two distinct forms: on the one hand, are
the skills acquired through participation in formal education systems, knowledge attested
by diplomas, on the other hand, are any other knowledge and skills acquired during life,
through their own efforts, or through contacts with experts in various fields, finalized
with knowledge gains, following the assimilation of the information received through
the interaction with them. For the educational capital attested by diplomas, the problem
of measurement at individual level is not very thorny, even if the different methods used
can be discussed: measurement by school years, by degrees of instruction, etc. In
contrast, informal education produces stocks of educational capital that are difficult to
estimate (Voicu B., 2004: 137-157).

The complexity of human capital has led to its study from several points of
view. It is necessary to approach the components of human capital (biological capital,
educational capital) depending on the levels at which they are found respectively: at the
nanoscale, at the micro level, at the meson level and at the macro level. But the
classification and analysis of human capital can also be done in terms of its forms of
personification, respectively in terms of the knowledge embedded in the individual. The
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approach based on identifying the group of capacities necessary for human activity,
health capital, intellectual and social capital is important.

From this perspective, intellectual capital in direct relation to human capital
contributes to the long-term sustainability of an organization, given the following idea:
knowledge means power and profitability. On the other hand, human capital, in its
analysis, considers the individual, with all the stock of knowledge, skills, health stock
and professional qualifications in the context of an innovative economy, while social
capital pursues the relationships that are established between actors in the economy
innovative (Stoican M., 2012).

The relationship between human capital and social capital does nothing but
prove the existence of the links between the individual and society and the role they play
in development and progress. The relationship between human capital and biological
capital leads to the idea that health is an essential resource for individual development.
Biological capital depends largely on education, with studies showing a correlation
between education and health, for both individuals and families (Schultz Th., 1961).

Analyzing the forms of human capital and the relations that are established
between them we can say that it is dominated by a series of common features, namely:
special economic value; portability or inseparability from the human being; limitation,
opacity; knowledge transferability; intangibility; relative substitutability; the mobility it
confers on its wearer; extensible and renewable character; the characteristic of rivalry
and exclusivity (Stoican M., 2012).

Education and training for the chosen profession are the most important
investments in human capital, and their economic and social implications are numerous
(Becker G., 1997: 32):

a. earnings usually increase with age, with a decreasing rate, but both the
growth rate and the delay rate tend to be positively correlated with the level of
qualification;

b. unemployment rates tend to be inversely correlated with the level of
qualification;

c. in relation to employees, firms in underdeveloped countries appear to be more
"paternalistic" than those in developed countries;

d. younger people change jobs more often than older people;

e. the distribution of income is positive, especially for professionals and other
skilled workers;

f. more capable people benefit from more education and other types of
vocational training than others;

g. the division of labor is limited by the size of the market;

h. the typical human capital investor is more impetuous and probably more
wrong than the typical tangible capital investor.

The main factors that decisively create and amplify human capital, in the form
of skills acquired in society, are: school of all grades, on-the-job training, acquiring
other knowledge and investing in education (Becker, 1997: 58-59).

Human capital can also be developed through self-education, individual study,
etc. Therefore, in any attempt to conceptualize the education market, we will rely on the
prior identification of the educational “product”. Any educational product, present on the
market of formal educational services, has the following components:

1. the actual educational services, respectively the didactic teaching-evaluation
activities, materialized in lessons, projects, courses, seminars, laboratories, theses, tests,
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exams (which verify and value the performance and performance of the student). At the
level of this component, the providers of educational services are the teachers who
contribute to shaping the behavior and personality of the direct consumer of educational
programs (the schoolboy, perceived as a subject to be educated).

2. auxiliary educational services that overlap with a set of general
administration activities intended for the normal development of the educational process
and the management of the material resources necessary for the teaching activity itself
(economic-financial activities, managerial activities, secretarial activities, administrative
activities, household, hair and / or extracurricular activities that support and / or
complete the didactic activity).

3. educational human capital accumulates the totality of skills, knowledge,
abilities and competences acquired by the direct consumer of educational services. This
kind of capital enhances the production capacity of the economy, develops over time and
can have long-term effects, being subject to depreciation. Therefore, the decision to
invest in human capital is not simple, often the decision is collective. The whole family
participates in the application of such a decision, balancing the perspectives offered by
different alternatives, the efforts and effects involved and / or generated, the costs and
benefits (expenses and results).

The current theory of human capital requires the evaluation of human capital
not only in terms of the volume of investments in it, but also in terms of the volume of
accumulation by the individual of human capital. Each of the components of human
capital presents various methods of measuring and quantifying it. The valuation of
intellectual capital is based on a series of centralized models by Sneiby, namely models
based on direct valuation of intellectual capital, those based on market value, models
based on asset income and those based on framework scores.

Global research has unequivocally established that education leads to increased

individual incomes; that it is positively correlated with macroeconomic growth; that it is
strongly linked to the reduction of poverty, illiteracy and income inequality; and that it
has important complementary effects on achieving fewer children and lower infant
mortality rates, better nutrition, and building democratic societies. The expansion of
educational opportunities is in most societies easier to implement than the redistribution
of other goods, such as land or capital. In short, education is one of the most powerful
tools known for reducing poverty and inequality to lay the foundations for sustainable
development, sound governance and effective institutions.
Mincer (1974) started from the hypothesis of a constant return on education. This
hypothesis is debatable, because the impact of education varies greatly with the years of
study. Starting from these premises, Mincer showed that the rate of education yield
decreases with the years of study, because they can no longer be capitalized. He pointed
out the existence of a negative correlation between the duration of studies and
experience, meaning that an increase in the duration of studies will lead to a decrease in
both years of work and income.

The performance of education can be analyzed starting from the cost-benefit
method in which the problem of time horizon appears, ie in how long the investment
made in education can be recovered. The investment is profitable when the internal rate
of return on investment (r) is higher than the interest rate (ie the additional income
obtained from investing in education is higher than the interest that an individual would
have obtained instead of investing in education would have deposited his money in the
bank).

17



Nicea MERGEANI, Andrei COJOCARU, Corina JUJEA (VIJULIE)

Among the factors that influence the possibility of extending studies we can list:

* the skills of individuals - which positively influence the duration of studies
and reduce the cost of education;

e family environment - directly influences the duration of studies through
several channels. Firstly through the transmission of knowledge from one generation to
the next and secondly through the social relationships they have.

* the financial situation of the family from which the individual comes - a good
financial situation will positively influence the duration of studies, instead a precarious
situation will determine the appearance of school dropout.

Starting from the factors that influence the decisions of individuals regarding
the extension of years of study, Mingat and Eicher (Mingat, A., Eicher, JC 1982: 211-
220) formulated the theory of arbitrage (between yield and risk), which starts from the
hypothesis that individuals with the same skills do not always choose the same level of
education, which is justified by their social background. Before starting or continuing
their schooling, individuals will perform a weighted cost-benefit analysis, with the
likelihood of career success after graduation. This theory holds that individuals with a
more precarious social background will place more importance on risk than others. For
them, failure is seen as an impossibility to overcome the social condition, and the model
of arbitrage between return and risk can be explained on the basis of sociological
choices.

At the end of the 90's, the theory of human capital experienced a great
development in the field of management, which led to the formation of the "new
economy", which is based not only on technology, finance but also on intangible
elements and inseparable from those who own them. This leads to a change in the
traditional conception of the firm, as the opposition between labor and capital loses its
meaning, and labor allows the accumulation of "human capital" that can be "sold" by the
employee to another firm. Human capital thus takes on three dimensions: cultural
capital, symbolic capital and social capital. The theory of human capital knows two
types of investments that lead to the increase of human capital. A specific investment
made by the company and a generic investment made by each employee.

The division of human capital into several elements has only highlighted the

fact that the more the number of variables considered increases, the less the influence of
education tends to decrease. If on average there is a correlation between the level of
education and training, on the one hand, and earnings on the other hand, it can not
sufficiently justify the dispersion of income for individuals who have the same duration
and content of training. The very large differences in earnings are explained by
correlated variables only in the proportion of 20-50% (Camasoiu O., 2006: 23-31).
Inborn characteristics and education (productive characteristics acquired through human
investment) explain the differentiation of gain.
In the theory of human capital, the highlighting of the relationship between productivity
and education does not take into account the inequality of opportunity between
individuals. In this sense, sociologists have developed the theory of reproduction
(Bourdieu and Passeron, 1990), which considers that school is used to perpetuate
inequalities, which are attributed skills and the theory of inequality of opportunity
between individuals.

Attitude theory (Bowles and Gintis, 1977) in turn criticizes the theory of human
capital and the neoclassical economic model, which holds that education must prepare
Oindividuals for a productive system based on the division of labor. This means that a
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compliant attitude, submission and acceptance for group work is required. The school in
the conception of this theory has a double role. On the one hand it forms the productive
apparatus, and on the other hand it must train managers and innovators (in other words,
the elites). Bowles and Gintis believe that intellectual skills developed or certified in
school have little causal influence on economic success. Only a small part of the
statistical, substantial correlations between schooling and economic success can be
attributed to the role of the school in the production or screening of cognitive abilities.

Arrow, in his filter theory, in turn criticizes the theory of human capital and
considers that education can not increase labor productivity, it only contributes to
highlighting traits of individuals (intelligence, perseverance, ability to work, etc.), which
are used in the productive system. Education can be used by workers to signal the level
of education they have in the labor market.

Conclusions

Investments in human capital thus play an essential role in the development of
society, being a creator of knowledge, applicable in society and economy, but also
generating the process of economic and social evolution. The government and
educational institutions seek to ensure superior environmental conditions conducive to
economic development. The exchange of experience can be decisive both in the
implementation of the elements of national policies in the field of education and in the
policies of economic growth and development. The economic return on investment in
human capital in economic development, as shown by specialized studies, benefits
individuals and society after a relatively long time since the completion of any project.
Education becomes essential for any economy, because on the one hand through
education the relations between man and society are diversified and, on the other hand,
the current economy needs a well-prepared workforce, in the conditions of globalization,
which requires the development of skills, creativity, solid knowledge, increased
responsibility.

We emphasized that investment in education must be "fruitful" in the sense that,
in the long run, it will be reflected in increasing productivity and well-being. Assuming
that the national economic context does not favor this, we can speak of "losses" of
investment in human capital, especially in the short and medium term, due to major
discrepancies between the supply of skilled labor (as a result of investment in human
capital), education and market demand. Consequences include the "decapitalization" of
human capital or the emigration of labor.
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Abstract:

If we take into account the number of those who have left the country or abroad
temporarily or for longer periods, we see that migration is a reality that involves a large
number of Romanian citizens, which requires a careful analysis of its social,
demographic and economic effects. In this article. We focused on the evaluation of
internal migration in Romania and its relationship with demographic and economic
transformations at the regional level in Romania. Using official sources of statistical data
on urban-rural, urban-urban, rural-urban, rural-rural migrations, we considered that their
analysis will lead to the understanding of the associated demographic phenomena, but
also to the shaping of regional territorial disparities. We have also analyzed the regional
demographic imbalances induced by migration and identified a number of ways of
eliminating these effects.
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Introduction

While in the works published at national level the scientific interest has been
oriented towards the analysis of the dynamics and effects of Romanian migrant flows to
and from the European Union, we propose to make an assessment of internal migration
in Romania and its relationship with demographic and economic transformations at
regional level in Romania.

Observing the demographic movements that have affected Romania's regions,
cities and rural areas, we considered it necessary to carry out territorialized analyses of
the phenomenon of internal migration at regional level. Using the official sources of
statistical data on urban-rural, urban-urban, rural-urban, rural-rural migration, we
considered that their analysis will lead to an understanding of the associated
demographic phenomena, but also to an outline of regional territorial disparities. The
demographic imbalances induced by differentiated migrations and the implications of
the migration phenomenon on economic development and structural changes were also
analyzed in regional profile (Pirvu, 2007; Pirvu et al., 2011; Jianu et al., 2021).

If we take into account the number of those who have left the country
temporarily or for longer periods of time, we see that migration is a reality that involves
a large number of Romanian citizens, which requires a careful analysis of its social,
demographic and economic effects.

Analysis of Internal Migration Flows with Change of Residence

In the analysis of internal mobility in Romania, we must take into account the
internal economic and social transformations that have taken place in the period under
review (industrial decline, economic restructuring of urban centers, rising
unemployment, etc.), and the legislative changes, particularly with regard to the free
movement of persons and the liberalization of access to the labor markets of other
countries (Constantin et al. 2004; Pehoiu, Costache, 2010; Serban 2011, Constantin et
al., 2002).

Since the beginning of the 1990s, as a result of legislative changes that provided
for the free movement of persons and freedom of movement of persons, Romania has
seen a spectacular increase in internal migration from 8.6%o in 1985 to 33.9%o in 1990.
(Suditu et al., 2012: 83)

This increase can be interpreted as a reaction of freedom, as it was specific to
the year 1990, since in the last 10 years, 1991 - 2000, the volume of territorial mobility
decreased considerably compared to 1990, maintaining between 10 and 13 changes of
residence per 1,000 inhabitants. Since 2001, there has been a tendency for internal
migration flows to increase, often exceeding 16%o in periods of economic growth, while
the onset of the global recession in the first year of economic recession led to a decrease
in population mobility (only 14.7%o in 2009). During the period of continued economic
recession, the population's desire to change its place of residence was 20.4%o in 2010,
the highest rate of internal migration since 1990, and by 2020 internal mobility will be
around 17%o., with an expected level of 18.2% in 2019 (Chart 1).
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Chart no.1. Inward mobility in the period 1990-2020 in Romania
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Source: processing based on INSSE data

While in 1991 more than half (70%) of the internal migration volume went from
rural to urban, in recent years rural to urban migration has decreased from one year to
the next, reaching 19.5% in 2000, while the share of urban to rural migration increased
from 10.1% in 1991 to 33.8% in 2000.

The factors determining the change of residence from urban to rural areas are
diverse, different and depend on the categories of persons involved. These may be
economic restructuring leading to job loss, the resources needed to live in the city being
greater than in the countryside, the desire to leave congested areas (cities) and move to
the countryside, thus having access to a more environmentally friendly environment and
larger living spaces. When people move from rural to urban areas, it is most often young
people who move to urban areas, either to study or to find a job. This migration of young
people from rural to urban areas also has a significant impact on the birth rate and
usually leads to demographic ageing in rural areas.

Since 2001, migration from rural to urban areas and vice versa has been more or
less constant, accounting for around 20% (rural-urban migration) and 30% (urban-rural
migration) respectively of total migration flows, as shown in Chart 2.

In order to understand the changes in the direction of migration flows from
rural-urban to urban-rural we have to take into account the elements that acted on the
Romanian economy and society in the first post-communist years: privatization of
industry, restitution of agricultural land following the implementation of Law no.
18/1991 Land Law, but also the difficult professional integration of the population made
redundant as a result of the restructuring of some branches of industry.
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Chart no. 2. Structure of internal migration flows by residence environment
between 1990 and 2020 in Romania (% of total migration flows)
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From Chart 1.3 we can see that the main direction of migration until 1995 was
represented by the flow from rural to urban, since in 1991 there were about 10 changes
of residence per 1,000 inhabitants from rural to urban and only 2.5 changes from urban
to rural.

After 2010 we observe an evolution around the value of 11 changes of residence
per 1000 inhabitants, from urban to rural, with an increase in 2016 to 12.5%o. This trend
calls for more attention to be paid to investments in rural areas so as to provide adequate
infrastructure and education and health services similar to those in urban areas.

Also, as can be seen in Chart 3, urban-urban and rural-rural flows increased
slightly, as the movement of population from rural to urban areas continued to decrease
in intensity, peaking in 2010 after a decrease in 2009.

Chart no. 3. Evolution of internal migration flow rates in Romania between 1991
and 2020 (%o)

g 17
14 1z 1 122 125 j1dzl

L = " [ T e T v+ | = u O = =t [P LT R N = x] (=41 -

ERI- T I = - o 2 92 o 4 &4 d 242449

L=y} L=y} il L=x) L g] L g] [=) L=y} [ =} [} ) [ ) - [ =} [} - = - -

— — e — - — — [ B B ) o (] [ I B S ] [ B |
From mural to urban= = =From urban to urban—- - - From urban to rural

Source: processing based on INSSE data

24



Socio-Demographic and Regional Analysis of Internal Mobility in Romania...

In 2020, but the situation is similar in the other years as well, the most intense
flow of changes of residence occurs in the case of children (under 15) and young people
aged 25-29. The situation for children can be explained by the change of residence by
their parents, but for young people the situation is different, as they are in a position to
decide for themselves on their residence. Y oung people are tempted to change their lives
and residence much more easily than other groups.

Chart no. 4. Structure of internal migration flows to urban areas by age group in
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Chart 4 shows that young people aged between 20 and 29 are the only category
in which the balance of changes of residence in urban areas is positive, the explanation
being their desire to improve their skills or to find better-paid jobs. In the case of the
adult and elderly population (aged over 35), there is a shift from urban to rural areas,
probably because they want to escape from crowded and polluted areas to rural areas
where they can enjoy fresh air, more living space and opportunities to move around in
nature.

Chart no. 5. Dynamics of the structure of internal migration flows by gender and
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Source: processing based on INSSE data

If we analyze migration flows taking into account the gender gap, we observe
that in 2020 women were more likely to change residence than men. The explanation
may be that women are motivated by family interests, as they tend to follow their
husbands when starting a family.

For both men and women, Chart 5 shows that more people leave urban areas than come
to urban areas, while in rural areas the situation is reversed: more people arrive than
leave.

Analysis of Migration Balance in Romania - by Residence, Age Groups,
Development Regions and Counties

If we analyze the migration balance of the population determined by age groups
in Chart no.6, we can see that there are radical changes in the period under analysis.
Thus, while in 1991 the balance of migration from rural to urban areas was very high
among young people aged 20-24 (the balance of changes of residence in rural areas was
negative, while that in urban areas was positive and the values were equally high), there
was a decrease as age increased (for people aged over 50, the values were close to zero,
but the balance of migration to urban areas remained positive).

In the year 2020, the shift towards urban residence can be observed only in the
category of young people aged 20-29 years (mostly students or at the beginning of their
working life), while in the other age groups the tendency is to move from urban to rural
areas.

Chart no.6. Balance of changes of residence by residence and age group in
Romania in 1991 and 2020 (number of persons)

Tears Years

s Urban 1991 Vear s Fural 1991 Year Urban 2020 Year Fural 2020 Year

Source: processing based on INSSE data

It can also be noted that for the age group over 60 the tendency to migrate from
urban to rural is increasing, explained by the desire to retire to rural areas after leaving
the labour force.
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Chart no. 7. Migration balance by development region 1990-2020
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From the analysis of the migratory balance by development regions, Chart no.7,
we observe a trend of population migration towards economically developed areas or
rural areas. Thus, in the case of regions with a high level of economic development and
with job offers in various fields of activity, such as West Region and Bucharest Ilfov, we
observe a positive migration balance with high values throughout the period, while less
economically developed regions such as the North-East, South-East, South-West Oltenia
regions record a high negative migration balance in almost all the years analyzed. In the
North-West and Centre regions, the migration balance changes over the 31 years, going
from negative values at the beginning of the period to positive values today, respectively
from high positive values in 1990 to a balance close to zero in several years.

Chart no.8. Regional balance of residential changes (persons) by residence in
Romania in the period 1990-2020
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The balance of changes of residence by region highlights the existence of
several regions where there are intensely urbanized counties, which are attractive for
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migrants, leading to an increase in the flows of arrivals with residence. One such
example is Ilfov county, which, due to its economic potential and its proximity to
Bucharest, has led to the settlement of migrants in significant proportions in both urban
and rural areas. There are other regions where counties have proved attractive for rural
migration, such as Cluj and Timis.

The sequential analysis of regional migration flows can be explained by the
social, economic and demographic realities in Romania after 1990. The 1990s are
characterized by the situation caused by the closure of the large industrialized centers,
which led to increased unemployment in urban areas, and implicitly to people migrating
in search of a job or returning to their places of origin through urban-rural migration and
interregional migration.

Chart no. 9. Migration balance by county in 2020

Source: processing based on INSSE data

In 2020, 367,569 persons, i.e. almost 2% of the population residing in Romania,
were registered as having changed their residence in Romania. From the analysis of
mobility between counties, according to Chart 1.9, only 8 counties show a positive
migration balance. These counties are the ones with the highest level of economic
development, important university centers but also the counties with the highest level of
investment (Bucharest, Cluj, lasi, Timisoara, Sibiu, Arad, Ilfov, Brasov). The only
county that does not fall into these categories is Bihor, where the positive balance of
internal migration is explained by the high development potential. We believe that if this
trend of migration from poor counties with a low level of economic and social
development to developed counties continues in the future, it will lead to even greater
disparities than at present.

Conclusion

By age group, young people tend to move to urban areas, while people aged
over 35 migrate to rural areas, and women tend to move more often than men.

We think it is absolutely necessary for the institutions responsible in this area to
be aware of the current demographic crisis looming in Romania and, by implication, to
identify public policies to improve migration and demography.

29



Ramona PIRVU, Flavia Andreea MURTAZA, Ovidiu TOMA

In order for internal mobility to develop towards less attractive areas, in
addition to offering jobs, it is also necessary to provide easy access to housing both by
renting and by purchasing, and possibly to develop rental subsidy programs for young
people at the start of their careers. Work and family life must be harmonized, which will
generate demographic growth in communities. In areas with an ageing population and
depopulation trend, measures must be identified to ensure that young people stay in
these areas - both in terms of the attractive jobs on offer and the appropriate education
and health infrastructure, and in terms of attracting young professionals to these areas -
by offering unbeatable financial conditions in the fields of health and education.
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Abstract:

The aim of this research study is to provide a comprehensive theoretical analysis on the
phenomenon of tax evasion, but also fiscal policy measures in the context of COVID-19
pandemic. Fiscal policy highlights the path of government authorities on economic
activity based on public revenues and expenditures. The phenomenon of tax evasion
significantly affects the prospect of sustainable economic growth. In order to ensure
economic stability, it is very important for government authorities to apply rigorous
measures to prevent and combat tax evasion.
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Fiscal policy and tax evasion in the context of COVID-19 pandemic

1. Introduction

Economic growth exerts a major influence on evolution of real income. In other
words, the relationship between the two variables is essential, namely: fiscal policies and
economic growth. Budget revenues and expenditures have certain characteristics that are
influenced by the economic cycle. Tax evasion is a topic of great current interest. Fair
taxation is a priority for most countries in the world. Public spending and tax revenue
are levers used by government authorities to influence economic growth. The evolution
of budgetary revenues and expenditures is influenced both by the dynamics of the
volume of economic activity and by the decisions of the governmental authorities.

On the other hand, contractionary fiscal policy serves the measures
implemented by government authorities in order to temper (slow down) the economic
growth. These strategies of government authorities are based on decreasing public
spending or increasing tax revenue, but a mix of these previous directions is also
possible. Fiscal policy represents a mix of government measures focused on taxes, given
the role it plays in shaping budget revenues and financing budget expenditures. Fiscal
policy is the prerogative of the government and is a form of indirect state intervention in
the economy, and through it, a government ensures the maintenance of macroeconomic
balance. For example, the decision to increase or decrease the level of investment is
influenced by the effective marginal tax rate. In other words, the lower is the effective
marginal tax rate, the more favorable the tax regime is for investments, and vice versa.

Extreme events massively influence a country's economic and financial
measures, as was the case with the recent global financial crisis (GFC) of 2007 - 2008,
but also with the COVID - 19 pandemic. The economic crisis caused by the COVID - 19
pandemic has significantly affected most countries in the world. The COVID 19
pandemic is a global source of stress for both the population and governments, including
health systems, business, tourism, financial system, industries and others.

2. Literature review

Zasko et al. (2021) have conducted an empirical study for Russia but also
globally, considering tax system digitization, budget efficiency and customs
administration. Digital economy and digital information exchange system represent key
aspects for improving to improve the level of revenue and tax collection from taxpayers.
Moreover, Isaev et al. (2021) also investigated certain aspects regarding the expenditure
of public resources in the case of Russia and emphasized the importance of ensuring the
“expediency, legality, and efficiency of the generation, distribution, and use of budget
resources”.

Kim and Im (2017) examined the impact of Corporate Social Responsibility
(CSR) on tax avoidance contributor (tax payer) behaviour and concluded that common
equity growth has developed a negative connection with corporate tax avoidance by also
considering the concept of financial ratios in this regards. Ji and Zhang (2020) have
conducted an empirical case study for China and concluded that value - added taxation
exhibits an important influence on the “gap between land urbanization and population
urbanization”.

Hasanov et al. (2018) examined the impact of fiscal policy in the case of a
developing country such as Azerbaijan and argued that government authorities have the
opportunity to lead available public resources for adjustment of the economy based on
certain measures like monetary and fiscal policies. Caballero (2013) investigated
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relevant aspects regarding the implications of fiscal policy during the period of Great
Recession and suggested that “fiscal policy is an appropriate countercyclical policy tool
under some circumstances”. Tosun and Yildiz (2020) argued that tax policy uncertainty
has the ability to influence certain business companies (firms) to take lower risks and as
a consequence to decrease the possibility of debit and implicitly the degree of default.

Zhou et al. (2019) investigated the impact of fiscal policies on environmental
pollution control in the case on China considering the importance of the intervention of
the governmental authorities through active measures in environmental protection. Jiang
et al. (2019) also discussed important aspects regarding Chinese fiscal decentralization
in the context of environmental pollution as well as the implementation of regulatory
reforms in this regards. Zioto et al. (2020) investigated the linkage between certain key
factors such as public financial system, financial development, fiscal levers, public
income and expenditure, and environmental degradation and pollution, taxation system
in the case of European Union member states for the sample period from 2008 to 2017.

Hsing (2013) analyzed the impact of fiscal policies on the dynamics of the stock
market from Poland and concluded that the fiscal policy based on ratio of government
deficit or considering the debt to Gross Domestic Product (also known by the acronym
GDP) does not exert a major effect on the behaviour of the selected Polish stock market
index. Ji and Zhang (2020) argued that certain government authorities whose strategies
are characterized by a lower fiscal self - financing rate are affected by a higher fiscal
pressure so it is necessary to identify additional public revenues.

Spulbar et al. (2021) conducted a complex research study on the European
Union but also discussed the role of taxation which addresses the following essential
aspects, i.e.: to provide the public revenues for government spending, to determine
redistribution of public incomes, to generate economic stability, to streamline the
allocation of public resources and to contribute to economic growth.

3. A conceptual analysis on fiscal policies and tax evasion

As a practical approach, the concept of tax avoidance represents the linkage
between two other very representative terms in the understanding of tax evasion, such as
tax evasion and tax saving. Tax avoidance obviously involves eluding the legal
regulations in the fiscal field. Kim and Im (2017) defined the concept of tax avoidance
as the special situation in which a company / firm “can either explicitly or implicitly
reduce its tax burden without incurring additional expenses from tax investigations, in
both the short-term and long-term”. Practically, taxation encompasses all taxes imposed
on the citizens of a state. Thus, tax evasion is a deviation from taxation that involves
operating in a normal system of taxes.

Taxation is an essential factor in ensuring a fair and non-discriminatory society.
For example, excessive, legally flawed and unpredictable taxation can lead to
macroeconomic imbalances. Taxation must ensure the establishment of equal treatment
for all taxpayers. Another very important aspect that government authorities must take
into account is the establishment of a level of taxation based on objective and equidistant
financial criteria in order to ensure a macroeconomic balance. Also, the fiscal policy
must be proportionate, predictable, reasonable, fair and not differentiate taxes on the
basis of categories of taxpayers according to certain factors.

On the other hand, the lack of stability and predictability are aspects that
generate imbalances caused by fiscal policies on macroeconomic framework and
implicitly affect the prospects for sustainable economic growth. Fiscal policy can have a
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major influence on employment decision-making, reducing unemployment, and
improving investment levels. As an effective lever, fiscal relaxation is necessary and
applied by government authorities to stimulate the economic growth.

According to the official website of European Commission, national
governments have the major task of collecting taxes and setting tax rates by considering
the fact that European Union (EU) has no direct role in this regards. Moreover, the
European Union play a role in coordinating certain national taxation rules, but also some
tax rates, where differences may discourage citizens to carry out a particular commercial
activity based on buying and / or selling in other EU countries. The European Union also
promotes cooperation between member states on combating tax fraud and tax evasion,
by eliminating discrimination and reducing the costs of compliance tasks. On the other
hand, the EU provides Member States with a legislative framework that allows them to
combat cross-border tax fraud and tax evasion in a coordinated manner.

The phenomenon of tax evasion has severe implications for sustainable
development and economic growth. Tax evasion represents the attempt of a tax payer
(individual or legal entity - company, firm and so on) to evade the payment of its fiscal
obligations by not declaring certain parts of income or profits that need to be stipulated
for the proper functioning of the tax system. The indisputable negative effects generated
by the phenomenon of tax evasion are directly manifested on the level of tax revenue
receipts, causing significant distortions in the mechanism of market functioning. Gorun
et al. (2020) also argued that tax evasion significantly affects the activity of raising
budget revenues, aspect that generates economic instability.

In addition, the extended form of tax evasion includes, in particular, the
category of missing trader fraud. In the case of European Union, the concept used is
missing trader intra - community fraud. The reduced form of evasion, is the one
developed by the retail trader who sells products and services without issuing the tax
receipt. The solution in terms of combating the reduced form of tax evasion involve
binding the issuance of the tax receipt prior to the collection of the product price and the
application of severe sanctions for non-compliance (starting from high fines to criminal
penalties based on imprisonment).

Measuring tax evasion is done through the underground economy that is, those
illegal economic activities. In financial literature and practice similar concepts with
underground economy are also used, such as: informal economy, grey economy, black
market or shadow economy. When the average tax burden is relatively high, then the
taxpayer can choose to evade this taxation, either in full dimension as to entry into the
underground economy or in part, by practicing legal tax evasion even if his activity
remains in the white economy, such as in the case of tax heavens. Meher et al. (2021)
conducted an empirical study on digital banking and its impact on micro, small and
medium enterprises (MSMES) because it provides a series of facilities to customers but
also has an essential role in reducing tax evasion by avoiding the use of cash payments.

4. Conclusions

The economic growth is significantly influenced by the effectiveness of the
implementation of fiscal policy measures. The quality of taxpayer services is a
significant factor contributing to the improvement of taxpayers' voluntary compliance.
The economic programs of government authorities are identified in fiscal policies. Thus,
fiscal policy allows legal regulators to influence the business cycle, unemployment rates,
interest rates, and inflation in an attempt to maintain a macroeconomic balance.
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Tax evasion is one of the most toxic economic and social phenomena,
especially important in the context of taxation, which affects countries all around the
world. However, government authorities need to take very firm and effective action in
order to combat tax evasion. Accurately measuring the level of tax evasion and the
underground economy is a difficult and challenging task especially in the context of an
extreme event such as the COVID pandemic - 19.
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