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Abstract. Businesses have always had to face global risks. Globalization has increased the
speed of cooperation and thanks to international trade, trade has become more competitive. The
amplified scale of globalized operations is corresponding to the increased level of a different
types of risks. The threat of bankruptcy is the most severe of them. Early recognition of the
threat of bankruptcy is therefore even more important. One approach is the use of bankruptcy
models that would allow to predict the evolution and routing of the financial health of the
company in the upcoming period and forecast whether the company goes to bankrupt or survive.
The aim of this paper is to modify Altman’s model (Altman, 2014) and compare new variations
of this model with original model. The modified models are created and tested on a sample of
Slovak companies. Until recently, it was not easy to get to relevant data about the Slovak
enterprises. Since 2014, however, is possible to obtain data from the register of the financial
statements (register). The register was established with the aim of improving and simplifying
the business environment and reducing the administrative burden of the business. The register
also improves accessibility and quality of the information about the accounting entities.

Keywords: default, financial distress, default prediction model

JEL Classification: G17, C52, C53

1. Introduction

When Altman created the first multidimensional bankruptcy model, he gave impetus to the
worldwide spread of this approach to modeling of default. It has become an important tool for
bankers, investors, rating agencies as well as companies themselves to wonder at risk of
bankruptcy. Model Z was the prototype for many internal models of banks to determine capital
adequacy, particularly after Basel 1l. But its assumptions homoscedasticity, normality, and
collinearity are often not met in financial models. This was one of the reasons why the logistic
regression began to favor. Logistic regression, also called logit model, does not need meet these
conditions. It is particularly useful in models that have continuous independent variables and a
binary output. It is worth noting that for small datasets MDA may be more useful, however, for
larger samples logistic regression is more appropriate (Cisko & Kliestik, 2013).

The importance of financial risk assessment and bankutpcy prediction highlight also Belas
et. al. (2015). One of the most important and the most demanding requirements when creating
any prediction model is to obtain a suitable sample of data. In case of bankruptcy prediction
model it is a sample financial statements. Until recently, it was not easy to get to relevant data
about the Slovak enterprises. Since 2014, however, is possible to obtain data from the register
of the financial statements (register, http://www.registeruz.sk). The register was established

1
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with the aim of improving and simplifying the business environment and reducing the
administrative burden of the business. The register also improves accessibility and quality of
the information about the accounting entities. Register is free and allows to view and download
available financial statements and other documents published in the register. From the
perspective of mass data collection is a big advantage an existing interface for automated
downloading of data from the public section. Necessity to build application communicating
with a given interface is a disadvantage or limitation.

Large number of available financial statements in the registry is big advantage. But this
advantage of mass processing is compensated by a lack of clear determination of whether the
company is in bankruptcy. Therefore, we used the Act. 431/2002 Coll. on Accounting, as
amended, to determine the status of the company. It defines company in debt: ... the value of
its liabilities exceeds the value of its assets.”. For the purposes of our modeling and testing the
difference between assets and liabilities expresses state of company, where a negative value
classifies company as being in debt (bankruptcy) (Kocisova & Misankova, 2014).

Altman in his paper (Altman et al, 2014) presented a new MDA model and 7 variants of
Logistic regression model. He used data from 31 European countries, Colombia, China and the
USA. The sample included companies whose total assets reached in the period under review at
least once a minimum of 100 000 €. For training model was used 2 602 563 healthy companies,
38 215 have gone bankrupt, for testing it was 3 148 079 respectively 4 3664 companies. Slovak
companies were represented in the training group of 7 856 respectively 120 companies and in
the testing sample 7 788 respectively 124 companies. Data were from the years 2008, 2009 and
2010. Altman used to measure the quality of the model method of the AUC (Area Under Curve),
which is the area under the ROC curve (receiver operating characteristic). The AUC for each
model for Slovakia ranged from 0.769 to 0.811.

Predictors used in Altman model 2014:
X1 = Working capital / Total assets,
X2 = Retained earnings / Total assets,
X3 = EBIT / Total assets,

X4 = Equity / Total liabilities.

Altman used four financial ratios in his last models. The choice of these predictors proved
to be very good and the models achieved very good results even with newer data.
In this paper we have attempted to use these predictors in other types of prediction models in
order to determine their information value when used with other methods.

2. Metrics

Although Altman compared the performance of the models using the AUC, this method
automatically does not guarantee a quality of the model. For example, there are situations where
the sensitivity is in the range of only a few hundreds, and the specificity is over 90%, and the
AUC is still above 0.8. There are many other ways to determine the performance of the model,
unfortunately, each has its drawbacks, which are necessary to be considered. (Kliestik et al.,
2015)
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The most frequently used criteria: maximum (Sensitivity + Specificity), maximum (Kappa),
maximum (PCC), the minimum (ROCdist), (PredPrev = ObsPrev) and (Specificity =
Sensitivity). PCC (percent correctly classified) is the percentage of correct classifications.
ROCdist is the distance ROC curve from the upper left point (0,1). (PredPrev = ObsPrev)
(Predicted prevalence = Observed prevalence) is equality of percentage occurrence of actual
and predicted indebted companies. Kappa is a level of agreement between observations and
predictions defined by the following equation:

Po—Pe
K = 1—_179 (1)
where
po=TP + TN,
Pe= (TP + FN)(TP + FP) + (FN + TN)(FP + TN),

TP — true positive, TN — true negative, FP - false positive, FN — false negative are from
confusion matrix.

Kappa value less than 0.2 is considered as poor agreement, values above 0.8 are a sign of
high correlation.

3. Models
The paper presents models of Decision tree, Neural Network, Random Forest
3.1 Neural network

Neural network (more precisely Artificial neural network) is defined by the inventor of one
of the first neurocomputers, Dr. Robert Hecht-Nielsen as: *'...a computing system made up of a
number of simple, highly interconnected processing elements, which process information by
their dynamic state response to external inputs. The first conceptual model of an artificial neural
network was developed in 1943 by neuroscientist Warren S. McCulloch, and logician Walter
Pitts.

Neural networks are algorithms or hardware similar to the neuronal structure of a brain.
Neural networks are organized in layers which are created from interconnected nodes. They
contain a series of mathematical equations that are used to simulate processes such as learning
and memory. Neural network repeatedly makes a random estimates of the outcome. After each
estimate network sees how far answer is from the expected result and makes an appropriate
adjustment to its connection weights. (lturriaga & Sanz, 2015)

Neural network models can implicitly detect complex non-linear relationships between
independent and dependent variables, neural network models have the ability to detect all
possible interactions between predictor variables and can be developed using multiple different
training algorithms. Unfortunately, neural networks have limited ability to explicitly identify
possible causal relationships. A disadvantage is also that neural network modeling requires
greater computational resources and models are prone to overfitting. (Tu, 1996; Spuchlakova
et al. 2014)
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3.2 Decision tree

Although decision trees are a simple, there are powerful form of multiple variable analysis.
Decision trees are recursive splitting models which uses tree graphs for splitting a data set into
branch-like segments. A decision tree consists nodes and branches. Each internal node
represents a test on a predictor and each branch represents the outcome of the test. End nodes
(leafs) represent class labels. The paths from root to leaf represents classification rules.

Decision trees are simple to understand and interpret and can be built quite quickly. Trees
can be visualized, requires little data preparation and are able to handle both numerical and
categorical data. By contrast e.g. an artificial neural network, the result is much easier to
interpret. (Misankova et al., 2015; Misankova & Kral, 2015)

Main disadvantage of decision trees is their property that small change of data can have huge
effect on their performance. Also there are very prone to overfitting.

3.3 Random forest

To improve the performance of a decision tree we may choose the best from several tree
classifiers. We can choose it by voting (for example using function based on Kappa) or
averaging. But if we just build many multiple trees on the same data we will just get the same
results. Therefore, they are used (usually simultaneously) two methods. In the first method trees
are built on slightly different sets of rows sampled with repetitions from the original set. This
method is called bagging. Second method of randomness is the use of a different subsets of
columns in each decision tree. A random forest model is typically made up of tens or hundreds
of decision trees. (Bou-Hamad et al., 2011; Lin et al., 2015)

For training we had financial statements of 60,298 companies from 2015, which were
divided in the ratio of 70:15:15 (42,208; 9,044; 9,046) for training, validation and testing.
14, 236 of them was classified as being in debt (risk of bankruptcy). Models are created in “R”.

Figure 1: ROC and AUC for models
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The results achieved on the testing set are displayed in Table 1. From confusion matrices
can be seen that decision tree and random forest outperformed neural network model.

Table 1: Confusion matrices for models

Predicted
Decision tree Random forest Neural network
0 1 error 0 1 error 0 1 error
Actual 0 6595 337 | 0.05| 6601 331 | 0.05| 6913 19| 0.00
1 470 | 1644 | 0.22 468 | 1646 | 0.22 | 2023 91| 0.96

Source: Self-processed

4. Conclusion

In the paper we presented three prediction models created using neural network, decision
tree and random forest methodology. As predictors we used the same variables as in Altman

model from 2014.

Table 2: Model metrics

Decision tree Random forest Neural network
Kappa 0.745 0.748 0.060
Sensitivity 0.778 0.779 0.043
Specifity 0.951 0.952 0.997
Accuracy 0.911 0.912 0.774
AUC 0.872 0.932 0.654

Source: Self-processed

Table 2 shows individual metrics for models. Decision tree model and random forest model

show good performance. As expected, random forest achieved slightly better results than
decision tree model. Neural network has failed, and it seems that it is not suitable for such task.
It is worth noting that despite the poor performance, some of its metrics (Accuracy, AUC) are

not completely bad.
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Abstract. Globalization with its socio-economic consequences has a major impact on small
and medium-sized enterprises. In the process of globalization, the importance of human
resource management and its parts is increasing. A new approach to human resource
management is associated with the entrance to the knowledge economy. Corporate culture is an
integral part of human resource management. However it can be often perceived as unimportant
by managers. The corporate culture (together with an atmosphere, which it creates) can have a
positive or a negative impact on all activities in the enterprise. Corporate culture and its
management in today’s society is becoming a world trend, which helps to maintain the
competitiveness not only in the local market, but in the international environment. The paper
investigates the existence of a relationship between corporate culture and financial
performance. The paper deals with corporate culture, which is expressed through G. Hofstede's
cultural dimensions and explores the existence of its influence on financial performance of the
surveyed companies. The aim of the paper is an analysis of relationships between cultural
dimensions and selected indicators through statistical methods. Power distance, Individualism
vs. Collectivism, Masculinity vs. Femininity, Uncertainty avoidance and Short-term vs. Long-
term orientation belong to the cultural dimensions of corporate culture and these cultural
dimensions can be used for diagnostics of corporate culture. Selected indicators are:
profitability ratios, Asset Turnover Ratio, etc. It can be concluded that desirable cultural
dimensions of corporate culture may help enterprises to increase and maintain competitiveness.

Keywords: cultural dimensions, corporate culture, globalization, knowledge-based economy

JEL Classification: M14, M12, M49

1. Introduction

Many authors states that the world is entering a “new economy” — “the knowledge economy”
- associated with processes of globalization. According to Bartak (2007) every modern
organization must be able to face changes - especially social, economic and technological
changes. However the new is a permanence, dynamics, increasing frequency, complexity and
the globalization of changes in an increasingly tougher conditions, expanding and growing
competition. "Globalization catalyzes a different kind of pressure in organizations: economic
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and national borders dissolve favors rush new markets in order to survive. To achieve a global
vision is no question of the importance of using organizational culture” (Muscalu, 2014).

The corporate (organizational) culture is a model of basic and crucial ideas that were found
or created, exposed and developed within a certain group which turned out to deal well with
problems of external adaptation and internal integration and which are seen as generally valid
(Bedrnova, Novy et al., 2007). Corporate culture and its management in today’s society is
becoming a global trend, which helps to maintain the competitiveness not only in the local
market, but in the global environment. Desirable corporate culture is a crucial factor in the
successful development of the enterprise and according to Krninska (2002) the corporate culture
will be a primary element of modern management for the future of the knowledge society,
contributing to control and motivating employees. Kotter in Gibson (2007) states that we know
that it is possible to have a culture that does not hinder the forward progress, but it helps to
adapt. Thus, if we count with several other decades of rapid changes, we will have to learn how
the organizational culture does something that will not be a brake. But what will be support
instead of the brake to adapt companies.

Culture is ambiguous, often difficult to measure, qualitative approaches are preferable (Acar
& Acar, 2014). Each of its typology is simplistic and has many restrictions. However, the
typology has positive practical importance, because it represents an ideal model to which it is
possible to approach, or vice versa, which should be avoided (Bedrnova, Novy et al., 2007).

According to Vetrakova & Smerek (2016) "diagnostic of corporate culture can be classified
into three groups:

a) Dimensional approaches (Hofstede & Hofstede, 2005; Sagiv & Schwartz, 2007.

b) Interrelated approaches (Homburg & Pflesser, 2000, Deshpandé & Farley, 2004).

c) Typological approaches (Deal & Kennedy, 2000; Goffee & Jones, 2003; Cameron &
Quinn, 2006)."

In some researches it has been proved that corporate culture creates a competitiveness. It has
even been found that the type of culture may affect the success of the organization (Acar &
Acar, 2014). Corporate culture is a crucial determinant for innovation and it can accelerate the
process of innovation, or it can cause an absence of innovation in the enterprises It was also
proved that flexibility has a positive impact on performance, as well as external orientation of
the company, but mainly in combination with values as flexibility, creativity, risk-taking
attitude, and freedom (Naranjo-Valencia et al., 2016). "Culture is the glue which keeps
organization together as a source of identity and distinctive competence™ (Bass in Yildrim &
Birinci, 2013). Culture also has its significant impact on knowledge management (Zheng et al.,
2010). "The results indicate that the organizational culture and knowledge conversion have a
positive effect on corporate performance” (Tseng, 2010).

"True diagnosing of organization culture, the determining of strategy, politics, and human
resource practices in accordance with organizational culture will enable the organization to
reach desired organizational efficiency dimensions on the condition depending the stability or
variability of internal and external environment” (Aktaua et al,, 2011).

"Excellent corporate culture has special function of encouragement, instruction and
limitation. It can motivate and unite staffs to improve the long-term performance of the
organization” (Li & Chan, 2006). Culture influences organizational effectiveness by
satisfaction and control expenses, but this influence is not direct. The results indicate that the
culture affects employee attitudes and these affect the outputs of enterprise (Gregory et al.,
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2009). Well-managed companies use their corporate culture as an effective tool for managing
and leading their collaborators (Hitka et al., 2015).

"The present research also shows that corporate culture and organisational commitments
have an impact on performance. This means that the type of corporate culture and
organisational commitment could provide organisations with better performance or success"
(Abdul Rashid et al., 2003)."With few notable exceptions, the finance literature has ignored the
role corporate culture can play" (Guiso et al., 2015).

1.1 Corporate culture according Hofstede's cultural dimensions

According to Hofstede & Hofstede (2005) we perceive values as a general trend to differ
some facts from other states, and thus it is possible to define the core of the culture. Values are
associated with feelings that have a specific direction, a positive or a negative aspect, they
provide the possibility of orientation in the world by the fact that the social reality is structured
in terms of importance and corresponding hierarchy. For an easier understanding of the
different indexes and cultural dimensions that are included in these contradictory indexes, the
authors present a simple overview in Tab. 1, taking the bold dimensions, which are, according
to the authors, desirable for corporate culture in the knowledge economy.

Table 1: Overview of the indexes of contrasting cultural dimensions with relevant values

Name of index Value of dim_ension

Lower than 50 Higher than 50
Power distance (PDI) Small distance Big distance
Individualism vs. Collectivism (IDV) Collectivism Individualism
Masculinity vs. Femininity (MAS) Femininity Masculinity
Uncertainty avoidance (UAI) Acceptance of risk Uncertainty avoidance
Long-term vs. Short-term orientation (LOT) Short-term orientation Long-term orientation

Source: Krninska & Duspivova (2013)

Cultural dimensions according to Hofstede (1999), Hofstede & Hofstede (2005), based
on similar contradictions, will be described in detail in this study. Hofstede created
four-dimensional mode in 1980 and five- dimensional model in 1991 (Minkov & Hofstede,
2010).

1.1.1 Power distance (PDI)

The small power distance is the desirable cultural dimension to reach the knowledge
economy. It can express a cohesion between subordinates and superiors, and enables
the development of the human capital in the direction of the process of self-realization.

It generally allows contributing ideas to the development of the company and working with
an innovative potential of the company to all employees. It also supports the transfer
of information and it is a prerequisite for their better utilization (Krninska, 2014).

Within large power distances superiors and subordinates consider one another to be
existentially unequal. It is felt that the hierarchy of power is based on this existential inequality
(Hofstede & Hofstede, 2005).

1.1.2 Individualism versus Collectivism (IDV)

Collectivism is the desirable cultural dimension of corporate culture in the knowledge
economy, which is opening a possibility of cooperation and teamwork, since the individual
IS encouraged to give their unique individual abilities for the benefit of the society (Krninska &
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Duspivova, 2014). The teamwork opens new ways to work together not only with explicit but
especially with tacit knowledge and therefore with the development of human potential in a
new way and with the possibility of innovative approaches (Krninska, 2014).

The employees in an individualistic society are considered to be act in accordance with their
own interest and the work should be organized so that their interest and the interest of the
employer match.

1.1.3 Masculinity versus Femininity (MAS)

Feminity is the desirable cultural dimensions of organizational culture for knowledge
economy, opening the care of mutual interpersonal relationships guaranteeing an openness and
trust as a precondition for self-knowledge and self-development processes. It is therefore an
essential precondition for the development of the human capital. An atmosphere of openness
and trust are the strongest factors that ensure continuity and transfer of knowledge. And thus
they have an influence on the performance of the organization. Caring for the quality of the
environment is also associated with a responsible attitude towards the concept of corporate
social responsibility (Krninska, 2014).

In a masculine society men are socialized in the direction of assertiveness, ambition and
competition (Hofstede & Hofstede, 2005).

1.1.4 Uncertainty avoidance (UAI)

The small uncertainty avoidance, change management and risk are a desirable state of the
cultural dimension of the knowledge economy, allowing easier dealing with discontinuous
changes in a global society (Krninska, 2014).

In an environment in which people avoid uncertainty there is a number of formal laws
and informal conventions that determine the rights and obligations of employers and employees
(Hofstede & Hofstede, 2005).

1.1.5 Long-term versus Short-term orientation (LOT)

Long-term orientation is the desirable cultural dimension of corporate culture for
the knowledge economy, fulfilling the principles of sustainability (replacement of immediate
profit by optimal profit) and related with objectives and long-term perspective of business,
which is based primarily on invest to the human capital development and its potential
(Krninska, 2014).

Considering short-term orientation, extreme personal peace and stability can discourage
from initiative, exploration risk and willingness to change, which requires from
the entrepreneur to rapidly change market conditions (Hofstede & Hofstede, 2005).

2. Data and methodology

The aim of the paper is an analysis of relationships between cultural dimensions and selected
indicators through statistical methods.

The research sample included 1075 enterprises selected on the basis of economic data
traceability. Each of these companies (1 075) received a questionnaire in electronic format.
Ofthe 325 questionnaires returned, 23 were excluded because of incomplete answers.
Enterprises were divided into microenterprises (0-9 employees), small enterprises (10-49

10
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employees), and medium-sized enterprises (50-249 employees). These categories of enterprise
sizes defined by the number of employees were determined by Commission Regulation No.
800/2008. Further analysis of corporate culture was done via the questionnaire VSM 94
(Hofstede, 1994) and data about financial performance was gained. The distribution of
companies in the survey sample (Fig. 1) is as follows: 20% of microenterprises, 45% of small
enterprises and 35% of medium-sized companies.

Figure 1: Distribution of the sample by size of enterprises

OMicroentreprises Small entreprises WMedinm-sized entreprises
Source: elaborated by authors

Canonical correlation analysis was used as a statistical method. It explores the relationship
between two sets of variables. One set of variables is consisted of the cultural dimensions (these
define corporate culture) and the second one is consisted of selected financial indicators.
Chosen indicators are: Return on Assets (ROA), Debt Ratio, Asset Turnover Ratio, and Current
Ratio.

3. Results and discussion

Figure 2 shows the results obtained by using the VSM 94, which show the current condition
of small and medium-sized enterprises. Here it is noticeable that in this research sample clearly
prevails the cultural dimension of small power distance (48%), femininity (59%). Long-term
orientation (65%) is in the grey zone. Absolutely clear is the inclination to the cultural
dimension of uncertainty avoidance, to which 80% of surveyed small and medium-sized
enterprises incline and which is related to problems with adapting to changes of the globalized
society, avoiding the uncertainty and fear of risk-taking, but also blocking the path to the
knowledge economy. The need for certainty is nowadays absolutely prevalent. It may be due to
recent and to some extent ongoing crisis in the economy. But it is more than obvious that in
today's global, turbulent society full of rapid changes, companies must orientate themselves in
these changes. Even when divided according to their size, enterprises tend to the same
dimension characteristics as the entire sample.

11
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Figure 2: Percentage distribution of SMEs in particular cultural dimensions and their interval

20%%
0%

- PDI DV MAS UAI LOT
® Desirable dimension 48% 21% 5005 11% 17%
= Transition zone 0% 2000 19%9 944 65%0
B Qpposite dimension 22% 5004 120 0% 1804

Source: elaborated by authors

There is a correlation between sets of variables (R = 0.44963) but not statistically significant
(p = 0.67745).

Table 2: Correlation between variables

Variables PDI IDV MAS UAI LOT

ROA 0.1819 0.1504 -0.1129 0.0684 0.2306
Debt Ratio 0.1089 -0.0148 -0.0506 -0.1561 0.0950
Asset Turnover Ratio 0.1725 -0.0305 -0.1447 0.0873 0.1574
Current Ratio 0.0179 -0.2595 -0.1074 0.0745 -0.0031

Source: elaborated by authors

Table 2 shows correlation between variables, the most significant correlation is for example
between ROA and Long-term orientation, ROA and Power distance, Asset Turnover Ratio and
Power distance, Asset Turnover Ratio and Long-term orientation. A lot of variables have a
negative correlation.

4. Conclusion

For knowledge economy the desirable cultural dimensions are small power distance,
collectivism, femininity, acceptance of changes and long-term orientation. The surveyed
small and medium-sized enterprises tend to the desired cultural dimensions only partially. It can
be concluded that in most cases the companies incline to the two desirable cultural dimensions
(small power distance and femininity).

There is a correlation between sets of variables but not statistically significant.
Recommendations for further research: qualitative research, using new Hofstede’s dimensions,
using other typology of corporate culture for comparison and cluster analysis of variables.
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Abstract. No society in the world lives completely separate from the others any longer. In the
current age of globalization, we can observe rapid development and strengthening of the
international economy, especially in the EU countries. However, up to the 90s of the 20th
century some sectors were protected against the competition by the governments of Member
States of the EU because of their economic and social importance. There were changes related
to the entry of the Slovak Republic into the EU in the Slovak postal market. The new Directives
required obligation for Member States to harmonize their national legislation with EU law. A
wave of reforms was launched in order to ensure the sustainable provision of universal postal
services in the required quality, with a fair price and under the same conditions to all areas in
the Slovak Republic. This article dealt with the issue of the steps of liberalization in the postal
sector and provides an international comparison of developments in this sector. It was focused
on trends and currents of economy within the EU and their connection with the specific
conditions in the Slovak Republic. The main aim of the article was to highlight the importance
of liberalization in the postal sector and its impact on changes, which the current of economy
brought on an international and national scale.

Keywords: liberalization, postal sector, universal postal services

JEL Classification: F69, K23, 019

1. Introduction

Last decades brought many changes in the economic development of the EU countries.
Economic integration and the creation of a single currency contributed to a gradual expansion
of the area of free movement of goods, services, people and information. In the globalizing
economy with increasing communication, the importance of postal services as an essential tool
for development of communication and trade began to grow gradually (Achimsky & Tomova,
2002). But the conditions of its providing, the scope of the universal postal service and the
overall regulation of the postal market were different in EU countries and inequality also reflect
in differences of quality or availability of the povided services. In several countries, the
universal service providers were companies where the State was full or majority shareholder
and their internal legislation did not allow the growth of competition in the postal market. In
solving, the important issues of development of the single European market the European
Commission concluded that sustained, effective and quality provision of postal services can
only be guaranteed in a fully competitive environment. In the late 20th century by use of its
directives EC — started vigorously promote the liberalization of the postal market and reduce
postal monopoly by gradual opening of the postal sector also for the other postal operators
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(Jaag, 2011). The entry of Slovakia into the EU also brought changes in the Slovak postal
market. The new Directives required an obligation for Member States to harmonize the national
legislation with EU law, including Slovakia. A wave of reforms has launched in order to ensure
the sustainable provision of universal postal services in the required quality, at a fair price and
on the same terms even in the most secluded countryside.

2. The trends and streams of liberalization

Economic liberalism is based on the assumption that all economic activity takes place in
conditions of economic freedom and more general and free competition in the market is, the
more sophisticated it works. An essential part of economic freedom is freedom of business, free
movement of capital and labour, freedom of trade, etc. By liberalism, the enforcement of these
conditions enables efficient development of production while minimizing costs and prices. The
essence of economic liberalism are free competition, the existence of private ownership, free
pricing, free business activity and maximum reduction of state intervention in the economy.
(Michnik, 1995) Cunderlik (1996) explains the concept of liberalism likewise and sees it as "an
economic doctrine which claims that the best, or least bad is the economic system, which
guarantees free-playing of individual initiatives of economic subjects.” Followers of economic
liberalism related to the specific history of development of market economy believed that the
system of economic freedom can bring the greatest possible well-being of society. At the time
of monopolies and government intervention — economic liberalism modified some of the
principles of economic development and in the 30’s of the 19™ century resulted in formation of
neoliberalism. (Michnik, 1995)

Neoliberalism represents an important direction of economic science, representing the
German form of neoclassical economics and preferring free competition and the market
mechanism. (Michnik, 1995) Neoliberalism proposes new forms of state intervention in the
economy and at the same time the broadest possible scope for automatic self-regulating
influence of market forces. According to the neoliberals, effectively functioning economy
requires the existence of private property, without which neither free competition nor the
entrepreneurial initiative or freedom of rates setting can exist and - ultimately, neither individual
human and thus the entrepreneur freedom can be realized. According to neoliberalism, the
economic activity of the state should not focus on process management of existing forms of
market economy but on their support and development.

Current understanding of trade liberalization represents a specific type of economic and trade
policy, which is characterized by progressively removing barriers of goods and services
movement. The liberalization of economic relations is the opposite of protectionism that
protects the domestic economy against foreign competition, duties, import restrictions, etc.
Despite the fact, that in recent decades the world economy can observe the various elements of
protectionism, in the long term the onset of liberalization of economic relations is the defining
tendency — in the global economy.

State with its steps in economic policy promotes or creates conditions for the development
of social division of labour on an international scale. Economically strong countries always
emerge as supporters of liberal trade that try to expand trade through foreign sales markets for
their products. Liberalization processes encourage, in particular, the fact that the incentives for
economic development are strengthened by them because foreign competition forces domestic
economic actors to strengthen their own competitiveness and thus contribute to the efficient
development of the national economy as a whole. (Broussolle, 2009) Current coexistence of
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liberalization of economic relations and protectionism in the world economy reflects two
opposing trends therein enforced: globalization of production (mainly advocated by
transnational corporations and the associated obligation to allocate production sites with the
lowest production costs) and state intervention (aimed at regulation of economic relations, for
example in business relationships on the conclusion of agreements establishing minimum and
maximum level of mutual interstate exchanges introduction of customs duties, subsidies,
technical barriers to trade etc.; economic policy of the most advanced countries contains
liberalization efforts in the area of export, which purpose is to support domestic producers,
whereas the import of these countries takes all sorts of measures to protect their own producers).
(Michnik, 1995)

3. Public postal network

Welfare nature of many services is also apparent from the provision and use of their
infrastructure. Energy, transport and communications networks are the backbone of the single
market and their extensive infrastructure assures fast, affordable, free movement of people,
goods, energy or data. Like many public interest services, postal services are based on the so-
called a network organization representing the technical and organizational infrastructure in the
postal sector known as the postal network (de Bas & van der Lijn, 2008).

One of the basic characteristics of the liberalization of the postal market is to allow access
for alternative postal operators to the public network of the universal service provider. Postal
network is defined by law as an organization and a set of devices that are used by postal operator
for providing postal services like collection (comprising administering and picking of
consignments), and distribution (comprising its sorting, transport, and delivery). Postal
transport process consists of several phases that are shown in the Figure 1.

Figure 1: The phases of postal items transport chain

Submigsion and collection .
S m m Sa—

Source: Author based on C'orejovd et al., 2006.

A qualitative requirement of universal service is the territorial availability of access and
contact points of the public postal network. Access points are buildings and stationary technical
equipment available to the public for the provision of postal services. They include, in
particular, post offices, postal and delivery boxes, mailboxes and public accessible places for
the collection and distribution of postal items or the provision of postal payment. (Law No.
324/2011 on Postal Services and on amendments). Contact points represent places of postal
network used for collection and delivery of postal items and the provision of postal payment
services for example mobile technical equipment, e-mail addresses, access points, employees
of postal operator or other persons who are under contract with the postal operator authorized
to collect and deliver postal items. (Law No. 324/2011 on Postal Services and on amendments)
Regulation of access to the postal network is not precisely determined by European directive,
but in individual member states is determined by national legislation. Subject to regulation are
access points of postal chain and also the prices for individual access points. The composition
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of the postal chain provides access to the public postal network in its upper and downstream,
as is shown in the Figure 2.

Figure 2: The phases of postal items transport chain

Possible point of access to the postal network

Publishersand Submissionand Delivery of
collection of External sorting | Transportation Internal sorting
Others Postal items
Postal ltems

Access to the upper stream of the postal transport chain:
¢ Delivery pre-sorted consignments to the externalsorting
hubs

Access to the downstream of the postal transport chain:
¢ Delivery pre-sorted consignments to the internal sorting hubs

¢ Delivery pre-sorted consignments to the delivery Post for the final delivering
* Delivery postal items to the P. O. Boxes placed in the equipment of US provider

Source: Author based on éorejovd et al., 2006.

The European postal market in recent decades has undergone several significant changes.
With increasing globalization that reflects more intensive requirement on international
communication, correspondingly increase the importance of ensuring the proper functioning of
postal services between nations. (Tabak & Kastela, 2010) The bilateral agreements at the time
of the technological and economic growth, however, were not longer sufficient and there was
emerged the need of a collective agreement binding a number of countries that would simplify
and normalize the market of postal services at the international level.

The first organization coordinating postal policy internationally was created in 1974 by
establishing the General Postal Union in Bern, where representatives of 22 countries signed
Berne Convention that shall be binding on member states. The basic idea behind its creation
was to arrange the organization and improvement of postal services and to promote the
development of international cooperation in the postal sector. Its membership base has
expanded rapidly. Later in the 1978, it was renamed on Universal Postal Union (UPU).
(Kilfoyle & Richardson, 2015) Currently over 190 countries are members of the UPU.

4. Legal framework of opening up of the postal market in the EU

Integration processes of countries and political cooperation were intensified, especially in
Europe. The signing of the Maastricht Treaty in 1991 launched the most extensive reform of
economic development. The unification of Europe, the gradual removal of barriers of
international trade and the creation of single European currency gradually intensified the
movement not only of goods, labour and services, but breaching the borders between Member
States and opened the way for new technologies, know-how and foreign investment. Relations
between national economies required more intensive communication. It was the incentive for
international market to emphasize the importance of the postal sector. (Tochkov, 2015) On the
Member States postal market was dominated a monopoly situation and non-uniform rules of
providing postal services. In order to complete the EU single market, strengthen economic and
social cohesion and the elimination of inequalities between Member States, the European
Commission so vigorously opposed the monopolies and promoted liberalization of services in
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general interest. An important objective of the Community was still to support competitiveness
of the European economy and ongoing efforts to provide consumers more choice at a lower
price. (Jaag, 2014)

Nations around the world recognize postal services as critical to their societies and
economies. Despite development of new communication tools, direct and transactional mail
remains important and relevant. Until recently, governments supported provision of a universal
postal service by granting a monopoly to a universal service provider (USP). (Rodrigues &
Domingues, 2010) Over the last decade, while USPs have seen decreasing overall volumes of
mail, governments have gained experience from the liberalization of other industries. This
experience led to alternate approaches to providing universal postal service, while allowing for
greater competition in the marketplace. Countries are reducing or even eliminating postal
reserved areas, those areas in which the national USP has a monopoly. Instead, governments
rely increasingly on the market to provide postal services, while implementing “flanking”
measures to manage and secure this transition. International experiences and lessons learned
the EU provides one example of this trend in postal liberalization. Since 1994, the EU member
states have implemented legislation to liberalize the postal market, specifically to allow for the
creation of scaled operators. The governments have two, inter-related objectives — to eliminate
all postal reserved areas by 2013 and to promote universal services through market forces
supplemented by other measures as needed.

The Third Postal Directive added a requirement that Member States must allow all postal
operators access to elements of postal infrastructure, such as address databases and post office
boxes, when necessary to protect the interest of users and/or to promote effective competition.
Member States have not developed a consensus on how to implement this provision. However,
at least 7 member states have made significant progress in providing non-discriminatory access
to the postal infrastructure (Geradin & Humpe, 2002).

4.1 Additional ensure of sustainable development of the postal market in the EU

Already The First Postal Directive required the member states to create one or more
independent regulatory authorities for the postal sector. To promote close cooperation and
coordination of activities between accrued national regulators the European Regulators Group
for Postal Services (ERGP) was established in 2010. The role of the newly established body
was to continue with activities that were developed during the past decade by the European
Committee for Postal Regulation (CERP). ERGP works on the issue of financing the universal
service obligation and monitors satisfaction of postal users and market outcomes in order to
form a single postal market. The contents of postal directives are also statues to ensure high
quality of universal service, while the Commission monitors the way they are implemented. For
this reason, the Commission has launched a Forum of postal services users, which met for the
first time in December 2011. The main idea was to track evolving customer needs in a changing
information and communications environment with promoting sustainable development of the
postal sector. This aim should be based on meeting of end-users, postal operators and
representatives of relevant departments. (European Commission, 1998)

4.2 Implementation of the EU postal directive into the Slovak national legislation

Slovakia's accession to the EU started the process of economic, political and social changes
that were the result of a gradual harmonization of national legislation with the EU policy. As in
all economic sectors, also in the postal sector there was a wave of reforms relating in particular
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to the gradual opening of postal sector to competition. Law no. 507/2001 Coll. on postal
services, which subsequently amended the Act. 15/2004 Coll., was the first important result of
this harmonization process as the reaction on the Postal Directive No. 97/67/EC. Another
important step within the meaning of the Directive was the establishment of a national
regulatory authority for postal services — the Postal Regulatory Office (PRU) based in Zilina in
2002. In January 2013, the PRU was merged with the Telecommunications Office and it was
created the Regulatory Authority for Electronic Communications and Postal Services
(RAECPS), with main location in Bratislava. RAECPS, the state administration body with
nationwide coverage in the area of electronic communications and postal services, performs
many functions. As the main can be mentioned: state regulation of postal services and postal
payment service, state supervision over the provision of postal services and postal payment
service, international cooperation in the area of postal services at the level of regulatory
authorities, function of notification body in the area of state regulation in relation to bodies of
the European Union and to relevant bodies of the member states of the EU and to relevant
bodies of the member states of the European Free Trade Association etc. (SysCom, 2015). In
accordance with its mission, it supports the development of fair competition in the postal market
to the decision by the EU anti-trust policy and liberalization of the postal services and creates
equal business conditions for businesses that operate in the postal market.

5. Comparison of the access to postal infrastructure in the EU countries

The Postal Directive (article 11a) requires the member states to give all postal operators
access to the elements of postal infrastructure (in the meaning of facilities and information
resources used in providing postal services) whenever necessary to protect the interest of users
and/or to promote effective competition. Six elements of postal infrastructure are specified
explicitly but not exclusively — postcodes, address database, post office boxes, delivery boxes,
change of address database, redirection and return services. Inthe WIK study (2013) 63 member
states reported only one authorised and active postal operator, but it was not always clear
whether or not this referred to the USP itself, thus implying an absence of competition. These
questions elicited the most heavily qualified answers of any in the questionnaire and the highest
level of disagreement between national regulator authorities and USPs. The results are shown
in Table 1. The table reports the status of access to the postal infrastructure. An asterisk (*)
indicates a negative answer to the same question by the USP. The first six rows are the
categories of access listed in the Postal Directive. The last two rows indicate whether the
national authorities have any authority to compel two other types of access to the postal
infrastructure. Equal downstream access refers to authority to require the USP to provide equal
access to all parties if the USP has granted downstream access to one party. Required
downstream access refers to authority to require the USP to grant access even though the USP
has not provided similar access to any other party. Mandatory access might be considered
appropriate where, for example, the USP has a market dominant position in a particular
geographic area. It should be noted, however, that in many member states, the USP grants
downstream access to its network, even non-discriminatory access, without legal obligation.

Table 1: Access to postal infrastructure ensured by Member States)

Type of | Member states No Number | % survey
access answer market
Access to post | AT, BE*, BG, CY, CZ, DE*, DK, EE, FI, |IS 19 78%
codes FR, HU, LT, LU, MT, PL, SE, SI, UK
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Access to post | CY, CZ, DE, DK, EE, FR, IT, LT, LU, AT, IE, 15 59%
office boxes | LV, MT, NL, PL, SE, SI IS, HR
Access to AT, BE*, BG, CY, DE*, DK, ES, FR, HU, | HR 17 65%
delivery boxes | IE, IT, LT, LU, PL, PT, SK, IS*

Access to CY,CZ, DE, DK, EL* FR, LT, LU*, SI, |AT,IE, 10 64%
address UK HR

database

Access to AT*, CY, CZ, DE, DK, EL*, FR, LT*, IE, HR 10 47%
change of LU*, SI

address

database

Access to CZ, DE, DK, EE, EL*, FR, LT, LU, MT, |IE,LI,HR |10 43%
USP |

redirection

and return

services

Equal CZ, DE, EE, ES, HU, IT, LU, PL*, PT, SI, 11 58%
downstream UK

access

Required AT*, CZ, DE, EE, IT, LT, LU, MT, PL*, 12 55%
downstream PT, SI, UK

access

Source: Dieke et al., 2013
5.1 Access level and conditions

Access to downstream services of an incumbent postal operator can be reasonably granted
at specific access points. Table 2 describes activities on commonly used access levels. Points
of entry for access mail are usually the inward and outward sorting centre. Access may not be
granted to all theoretically available access levels. In some cases, access does not enhance the
overall efficiency of the mail sorting process, e.g. access to a local delivery office.

Table 2: Description of access levels

Access level Description

Bulk mail access points | Bulk mail access points are specific access points for business users with middlesized
volumes. Typically, only consignments up to a certain quantity can be handed over
there. There are far more bulk mail access points than mail centres in countries where
these access points are established (BE, FR). Alternatively, USP collect bulk
mailings (depending on its size) directly from the customer.

Outward mail centre Mailings that are consigned at the outward mail centre usually have to be pre-sorted at
least basically. The minimum requirements at the outward mail centre.

!Note: Some additional noteworthy points which could not be presented in the table include the following: Ireland
is the only member state without a post code system, the Swedish address database exists independently of postal
operators and a change of address database is operated by the Swedish State (all postal operators have access to
both), Czechia, Netherlands, Sweden, and Slovenia regard delivery boxes to be in private ownership, so the
member state cannot grant access. While the high degree of qualification and inconsistency make it difficult to
draw firm conclusions, it appears (relying upon the answers of the national regulators Czechia, Denmark,
Germany, France, Lithuania, Luxemburg, and Slovenia have made significant progress towards ensuring a non-
discriminatory access to the postal infrastructure (granting access in 6 or more categories). In Belgium, Bulgaria,
Spain, Finland, Croatia, Ireland, Latvia, Nederland, Romania, Sweden, Slovakia, Island, Norway, and Switzerland,
the national regulators” capacity to implement mentioned article may be questioned since they assure access in 2
or fewer categories. The other member states fall in between these poles.
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Inward mail centre Access to the inward mail centre means that users transport mail to the mail centre of
destination where it is prepared for delivery. Access to the inward mail centre can
involve detailed mail preparation by users, e.g. by:
e Postal code
Delivery offices
Group of delivery routes
Delivery routes
Delivery sequence

Source: Dieke et al., 2013.

6. Conclusion

Postal services continue to play a vital role across the European Union, although the nature
of that role is changing as new technologies are driving both e-substitution and an increasing
volume of online purchases. The ability to send letters and parcels to arrive within a specified
time at a definite price to all parts of the European Union remains a fundamental contributor to
social, economic and territorial cohesion and the development of the single market. The huge
potential of e-commerce means that affordable and reliable parcel delivery services are more
important than ever to help realise the potential of the Digital Single Market.

National Regulatory Authorities continue to fulfil a crucial role underpinning and overseeing
the application of and ensuring compliance with the Postal Services Directive in Member States.
They are increasingly combined with Regulators for other communication services (e.g.
electronic communication services, broadcasting). The European Regulators Group for Postal
Services (ERGP), established in 2010, has improved consultation, coordination and cooperation
among the National Regulatory Authorities at the European level. Historically National
Regulatory Authorities have tended to focus on letters. Given the decline in letter volumes and
growing number of parcels driven by e-commerce sales, stronger regulatory oversight of and
more comprehensive data on the parcel market is needed to gain a full and accurate picture of
the overall postal and parcel markets and to develop the full potential of the Digital Single
Market.

In this article, it was pointed to the possibility of access to the postal transport network in
conditions of liberalized postal sector in the EU. The issue of liberalization is far more
comprehensive and can be within to pay attention to many other aspects of liberalization in
international comparison.
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Abstract. The article gives a difference between globalization of forms and globalization of
the rules. The first one leads to the uniformity of higher education. Unification in the frame of
Bologna Process has forced the EU to build an education system on the Anglo-American model,
which violates the sovereignty and traditions. Proposed here another type of globalization, the
sameness of rules, does not violate the sovereignty, preserving the features of shape, but offers
a universal adherence to the rules, filling the old form by different content. The article examines
the 4 rules of the globalization of higher education: academic freedom, employment security
(tenure), university autonomy and internal democracy. We have got a global principals and a
variety of forms from country to country. These rules are functionally interrelated principles of
education management. Academic freedom without reliable procedures of selective screening
of persons that able to engage in scientific work, will lead to the stagnation of the scientific
process. But once granted academic freedom needs to be protected by employment security
(tenure). Tenure, in turn, is a condition of the formation of scientific schools, ensuring the
continuity of cooperation of scientific work that is not possible with short-term employment
contracts and the constant movement of scientists between universities. Internal democracy and
appointment by-election allow controlling the university administration. We need to return to
four interrelated concepts to be successful in concurrence. Compliance with the rules while
maintaining the traditions and cultural features of university management allows us to maintain
the process of reproduction the diversity as a basis for true unity.

Keywords: academic freedom, tenure, reform of educational management, globalization of
rules.

JEL Classification: 128, 123, D730, H52.

1. Introduction

Globalization of the labor market has led to the globalization of professional education. In
1999, the Bologna process of unification of the forms began: the credit system, the division of
education at undergraduate and graduate, the creation of opportunities for students to move
between universities. There were not forgotten and principles - above all the principle of
university autonomy, which seems paradoxical against a background of the requirements of
European unification that abolish the autonomous right to choose the forms of organization:
Bologna Process requires that ‘European universities be empowered to act in line with the
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guiding principle of autonomy with accountability y (and) y confirm their adhesion to the
principles of the Magna Charta Universitatum of 1988 and, in particular, academic freedom’
(EUA, 2001). True unity occurs when universities on their own initiative use the best
experience, considering it useful. The result is a temporary uniformity, until better experience
appeared. So it was with the University of Humboldt, when many universities from different
countries began to copy the experience based on the rule of academic freedom, and the
governments did not prevent them from doing so. The Bologna Process - a bureaucratic
imposition of unity from top instead the initiative of universities themselves. (Mika, 2011) One
can only wonder why the Russian government was involved in the Bologna process, having a
reliable system of 5 years of higher education, which included 3-year study of Sciences, plus
two years of professional skills. Uniformity of the form laid down by law, will not lead to the
emergence of the new Humboldt University. Therefore, a correct policy is legally enforceable
rules with freedom of choice the forms of organization, as is done in the United States, where
even the exam assessment system is not standardized and differs between universities.

Four rules of the globalization of higher education are: academic freedom, employment
security, university autonomy, democracy within the university, particularly the election of the
Rector. These rules have even been proposed as a university health indicators as part of the
international rankings (Karran, 2007). Compliance the rules instead of compliance a uniform
form of university management allows as to store features and traditions and above all to
maintain the diversity as the basics for true unity.

These rules or otherwise principles operatively interconnected. Therefore it is impossible to
follow one of them while rejecting others. Academic freedom without reliable procedures of
selective screening those who are able to engage in scientific work, will lead to the stagnation
of the scientific process. But once granted academic freedom needs to be protected by job
security. Job security, in turn, is a condition of the formation of scientific schools, ensuring the
continuity of cooperation of scientific work that is not possible with short-term employment
contracts and the constant movement of scientists between universities. Democracy inside the
university allows to control of the action of the upper levels administration.

2. Academic freedom and autonomy of university

Academic freedom as a function depends on its possible limitations from the church and the
state, the university management, the majority of the collective (as conservatism source).

Academic freedom for many centuries in the history of Europe was persecuted, especially by
the church. Suffice it to recall Giordano Bruno. The state also has put his hand to excessive
regulation. The main reason for stagnation in universities until the X1X century was a restriction
the academic freedom by the state, the demand of political loyalty, which in turn led to
unprecedented control of universities from the government.

The breakthrough came when the principles of autonomy and academic freedom have been
applied in the management of the Humboldt University. XIX century can be called the golden
age of German universities, where was flourishing academic freedom that caused admiration in
many countries, including Russia.

In relation to the external environment, the university is like a company, but the internal
environment is fundamentally different. In relation to the external environment, the university
is like a company, but the internal environment is fundamentally different. To support academic
freedom of the professorial collegium in what and how to teach and to protect against illegal
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demands of university administration it needed job security and institutional self-governance.
Autonomy is the institutional form of academic freedom. In a market environment, the
administration of universities is objectively interested in generating income and preserving
underachieving students, which reduces the quality of teaching. And academic freedom in the
internal environment of the University must confront this trend. The mission of the university
is not to make a profit at any cost, but in the provision of quality education.

University Administration violates academic freedom when it views university staff as
production line of workers on the knowledge-factory floor. Of course, the market autonomy
can be without academic freedom, as, for example, at any plant or factory with line management
structure. But there cannot be effective scientific work without academic freedom and the
autonomy of the researcher is only one of the conditions of freedom. To protect the academic
freedom it is required compliance with all four rules.

Collective majority (as a source of conservatism) is another threat to academic freedom, both
within the university and in the global scientific community. But there has not yet been found
the counteraction mechanisms except the academic freedom of individual researchers.

3. Internal democracy

Since universities in some cases are run by former scientists degenerated into administrators,
they set their goals higher than a goals of science development in higher education system. They
therefore consider themselves above scientists and the last are treated exclusively as a means to
support their administrative position. As soon as the election of administration by scientists will
be replaced from appointment from the top, that is, scientists will be deprived of control, the
degeneration of the organization's goals will not take long. Everyone knows D.I. Mendeleev,
but apart from historians no one will remember the name of the rector, that forced him to retire
before time. And it was when in compliance with the new statute of the Imperial University in
1884 the elections of rectors has been replaced by their appointment by the Ministry.

The absence of democracy within the university leads to restriction of academic freedom, by
university officials. Odious rector monopoly leads to a blatant disregard of professorial
collegium. University administration is beginning to think that they can do whatever they want.
The order, the execution of the order, the penalty for non-compliance, the promotion of the
implementation. Academic freedom is replaced by coercion to unnecessary operations on
drawing up documents for inspection. The true purpose shifted toward the goals for the
performance of indicators, many of which need to formal control of work. Using power,
university bureaucrats begin to reduce the proportion of teachers in the fund of wages and to
increase the share of administrative personnel. Abuse by the management as a substantial
underpayment is accompanied obtaining of bureaucratic rent.

Participation of all professors in decision-making - is a special form of academic freedom.
This is not a democracy in the full sense, when the minority subordinate to the majority by
voting. It should be a form of consensus-building, rather than a form of struggle with the victory
of one of the parties. Failure to follow the rules of internal democracy causes the relationship
of confrontation between the teaching staff and administration. The error lies in the removal of
teachers from decision-making.
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4. Autonomy

The autonomy of universities is constantly in the field of view of researchers (Karran, 2007),
(Enders et al.,, 2013). Strengthening the role of the state in higher education tends to
centralization of management. With the increasing centralization going on simplification of the
system, it becomes primitive. But the matter is that the system that simplified by centralization
is not capable to spontaneous adaptation, because it do not have what lies at the basis of
adaptation. It cannot, moreover, to develop itself. This system has no freedom of the primary
elements - academic freedom of faculty members. Having received from the Ministry similar
centralized guidance in excessive amounts, university administration operates only one way -
increases the pressure on subordinates, requiring them to greater efforts to implement
development programs. They do not understand that there is another management option,
namely the delegation of rights to the level of structural units This option restores the diversity
that only one capable of creating true unity, the unity of diversity, able to move towards the
natural goals of improving the sciences and education. (Ogunnaike, et. al., 2014) All that is
needed from the administration - is to support initiatives and approval of the various ways to
solve, rather than centralized programs, and absurd uniform performance evaluation
parameters. The fact is that the main suppliers of knowledge are devoid the independence.
Bureaucracy needs constant equilibrium and simplifying management of the elements of the
uniform structure of the managed object, but the development is a departure from the stability
and balance. And so the whole system, having lost the key subject of independence, forced by
the bureaucracy to stagnate, loses an incentive to development. As an example we can recall
the persecution of the new direction in his time in science, the persecution of genetics in the
Soviet Union. Familiar old techniques are alive in the minds of managers. But the use of the
centralization leads to the same disastrous results, as in Soviet times. There is a deepening
contradiction between the employer, limiting professorial board autonomy and a collective
desire to be independent, because each professor understands that it’s not administration who
creates a product research and teaches students. Thus, the greater the pressure on the
professorial board, centralization and simplification the more professors will have hidden, and
then clear resistance to leadership of the University officials.

By and large, the scientist does not need cooperation and leadership from the top. The
incentive to work is the process of cognition. He needs care and encouraging by approval. To
encourage scientific process it does not require to scientist the enforcement by organizations
and officials, which put the authorizing signature and take reports, give him a variety of orders
and control all the things that do not require this type of control.

Control of the scientific process is needed in another positive way - the teacher control over
student, colleagues control and user control of scientific knowledge. All three types of control
have a positive feedback, and allow each scientist forced to adapt to an environment of
cooperation, at the same time contributing to the common business sometimes small, sometimes
unexpected innovations.

With the centralization of power, scientists are on the bottom rung of the social hierarchy.
The purpose of the reform should be a transfer of power, financial solutions and plans in the
hands of the professors association, ie Academic Council, where the administration plays the
role of attendant without voting rights. The election to the post of rector and deans should be
carried out only from the members of the Academic Council, who have been working at the
university for three or more years. Unproductive use of government intervention methods
should give way to a return of power to those who educates students and conducts research.
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5. Tenure

American Association of University Professors back in 1915 set out the principles of
academic freedom and tenure. In its present form in USA academic tenure is defined as follows:
'After the expiration of a probationary period, teachers or investigators should have permanent
or continuous tenure, and their service should be terminated only for adequate cause, except in
the case of retirement for age, or under extraordinary circumstances because of financial
exigencies' (AAUP, 1940 Statement). Similar formulations are given by Lutter, M. and
Schroder, M. (2016), Ugboro, 1. O. and Obeng, K. (2015), Wronowska (2015).

In Japan, the tenure provide by the fact that the professors were in the public service. But
now the government has announced the reduction of expenditure on education each year by 1%
and the transformation of universities into corporations, which will lead to the dismissal a lot
of the teachers.

In Russia until 1917 the occupation of ordinary professor positions at the Imperial University
was limited to 25 years and it was the civil service. After 25 years of service, professor retired
with a pension, which was equal to the salary. In modern Russia until 2012 employment after
election lasted for 5 years, after which a new contest was being announced. But in fact it was life-
time employment. In 2012, the Government refused to job security, by tenure, replacing it with a
so-called effective contract with an annual contest for the post. This in the long run leads to a
decrease in supply in the labor market of teachers and in the near future, I hope, it will be canceled
as a wrong decision, dictated by the need to reduce budget expenditures.

Thus, we see a variety of forms, while maintaining job security rule. Renunciation of the
rule leads ultimately to a reduction in the number of those who wish to be teachers.

In theory, human capital is the first and most important resource of the organization. Other
resources can be destroyed in different circumstances, but the availability of human capital will
create a significant guarantee of renewal. Before we give a guarantee of employment, it is
necessary to organize an objective mechanism of selection of the best teachers. In USA the
probationary period should not exceed seven years, including within this period full-time
service in all institutions of higher education (AAUP, 1940 Statement). In Russia, until 1917 it
was not precisely defined in time, but included the writing of a doctoral dissertation and
teaching positions assistant professor and extraordinary professor. In modern Russia, the
applicant for the position of professor usually has to write a doctoral dissertation after writing
a dissertation - analogue PhD. But then the job security provided only a shortage of applicants
in the labor market.

The advantage of the university in staffing is the ability to update staff by attracting the
former best students. This feature eliminated the low salary of teachers. As a result, the best go
into other sectors of the economy.

Top academic graduates are divided into three types according to their usefulness for
inclusion in the staff. 1. Scientists those are able to teach. This is the most valuable asset of the
university. 2. Scientists those are not able to teach in general, or on the level of the first one. 3.
Teachers who are not able to research. Since all three categories are the best product selection,
we have no right to restrict the employment by giving work only to the first category. In
accordance with normal probability distribution curve the number of high school graduates,
corresponding to the first category, is about 2-3%, and to all categories - 16% of the issue.
Inclusion in the staff on the condition of tenure is a guarantee of academic freedom of
professors, which is provided by the inability of their dismissal by the Administration will,
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because they are not in the full sense of the hired personnel, and themselves are a collective
employer.

For the second category are the positions of researchers in scientific laboratories. The
Russian experience of research in universities has shown that the success achieved those
universities where research laboratories were organized. In them engineers and researchers in
the conditions of full employment were employed together with the teachers. Working together
allowed researchers to concentrate in certain areas of research, and teachers were introduced
into the scientific process detailed knowledge of the subject, as they annually repeated material
in training courses.

The third category is represented by teachers, so to speak, on grab - by tutors of student
colleges, lecturers without the requirement for them to do scientific work.

The mechanism of distribution of these three categories of applicants has its own
peculiarities in different countries, but the general concept is a trial period with the periodic
evaluation of the results.

Guaranteed employment, in turn, has the disadvantage, because it creates an agency problem
when teachers who have been given a guarantee of employment, start to work less. But the lack
of tenure can start the mechanism of adverse selection, as described by Dengov V., Gregova E.
(2015), Gadow F., O'Brien P., MacDonald J. (2016), Pashkus V., Pashkus N., Pashkus M. (2015),
Kliestik T., Lyakin A., Valaskova K. (2014).

Marginal case of the solution of agency problem of procrastination among tenured professors, is
a Russian innovation for the abandonment of job security through the teachers transfer to the
contract system with an annual re-election with the contest. Transfer teachers on an annual contract,
ie the replacement of stable employment of temporary positions with the expectation of the
emergence of competitors every year, destroy work team. Loss of individual teachers in team
composition makes a coherent whole ineffective. People are starting to think about the short-term
decisions, giving up a reserve for the future. Professors in Russia receive less than 8 - 9 thousand
dollars per year, while in the United States - 60 to 120 thousand, in 8-9 times more. No wonder that
the best in the absence of job security go abroad. Job security could keep them at home.

Another way to solve the problem of reduction efforts at work is a permanent contract with
no end-date. This type of loss of employment threat offers less opportunity for sabotage, and
more consistent with social justice goals, even though permanent staff members can be fired at
any time.

The third way is the post-tenure review. Several researchers have noted its negative
implications for job security, health educators (Lutter & Schroder, 2016), breaking a
psychological contract between the tenured professor and institution and the institution that
granted it (Ugboro & Obeng, 2015). Review, in particular the annual, creating unattractive
academic career initially distorts incentives in the process. Interview reduces variability of tasks
and affects the psychological attitudes of individuals. Failure to comply with the principle of job
security also raises the problem of migration to developed countries, what become easier in the
conditions of globalization of the labor market (Pongracz, 2015). Thus, post-tenure review creates
more negative consequences than has positive effects. Loss of scientists is a result of permanent
monitoring instead of job guarantee. In the long-run period a trail of permanent evaluation turns
into a shortage of scientific personnel due to other career preferences.

Thus, it is possible to use different forms of control in conditions employment security, but
the guarantee of employment remains a key principle for staff performance.
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6. Conclusion

Compliance with the university management rules instead of compliance with sameness
form allows us to save features and traditions and above all support the maintenance of diversity
as basics to true unity.

Globalization, interpreted as a form of standardization is not a promising direction of inter-
country cooperation in the field of higher education. Preferably, as shown by our analysis is the
country a variety of forms with a single policy rule.
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Abstract. Russia is an example of one of negative globalization effects expressed in domination
of the developed countries and their largest corporations to the prejudice of the national interests
of less developed countries. The economic policy pursued by the Government and the Bank of
Russia aggravates negative consequences of foreign policy complications. Transition to
inflation targeting and currency market liberalization resulted in multiple ruble depreciation in
2014-2016, which became one of the reasons of inflation processes intensification in spite of
the restrictive monetary policy. Attempts to suppress the non-monetary inflation (primarily
induced by the growth of the natural monopolies’ rates) by monetary methods are inappropriate
and lead to the consequences negative for the economy and the society. Inflation targeting
policy requiring introduction of the floating exchange rate, is disastrous for the Russian
economy. In the condition of highly volatile prices for primary commodities, floating rate
intensified effect of financial sanction on the Russian economy. Monetary policy shall
contribute to economic growth but not serve as a weapon against the inflation. In contrast to
developed countries, Russian economy has a huge growth potential connected with domestic
development sources. Growth source shall be represented by the infrastructure component
ensuring significant growth of the domestic market, which is primarily focused on production
of domestic manufacturers. Import substitution policy caused by the aggravation of the foreign
policy situation and economic sanctions, cannot be effective without powerful financial system
and adequate money injections into the economy.

Keywords: monetary policy, inflation, exchange, economic growth.

JEL Classification: E31, E42, E52, E58

1. Introduction

After entering into the phase of severe restrictions, Russian economy plunged into recession
record in terms of its duration since the first half of the 90’s: the recession lasts for the seventh
straight quarter. Anti-crisis measures of the government seem to be differently directed and
non-systematic. lllusion regarding macroeconomic policy compliance with the problems of the
national financial system threatens its economic security. In these conditions, the idea of
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revision of the monetary policy role in the structural reorganization of the Russian economy
and choice of a new industrialization model became of current concern.

Globalization processes contributing to the growth of the national economies interdependence
(Kramarova & Valaskova, 2015), new requirements for global competitiveness (Pashkus & all,
2015), intensification of controversies in the global community development (Tokarova, 2015),
increase of dependence of the national economies on the limited number of transnational
corporations (Harumova, 2015) is no small share in the challenges which Russian economy
experiences. Despite the ambiguity of the “globalization™ category definition, in the modern
theoretical economics (Novy, 2015), most authors share opinion that it not only bears positive
opportunities for the global community, but also bears risks and threats for its development
(Soltes & Stofko, 2015). One of the negative globalization results is domination of the developed
countries and their largest companies in the prejudice of the national interests of the less
developed countries, and Russia is a vivid example of this.

2. Restrictive monetary policy and its consequences for the Russian economy

Worsening of the economic situation did not induce our monetary authorities to initiate a
stimulating monetary policy, while confining only to the increase of the tax burden on the business
in the combination with the administrative pressure. Globalization processes also undergo changes
with the core shifting to the national interests protection by the regional and the geopolitical
characteristics. Followers of globalization and free trading, guided by the Ricardo’s theory of
comparative advantage and currently by the Washington consensus theory, are pursuing policy of
developed countries domination in the prejudice of the national interests of less developed
countries. Until quite recently, Russia was in line with this ideology, destructing its domestic
manufacture, specializing in raw materials export and falling into dependence on the western
financial system. The globalization result was currency liberalization, which increased the external
risks due to the low level of financial system development.

Openness of the Russian financial system, in the result of lifting major restrictions for
operations with the capital and Central Bank transition to full convertibility of the ruble in 2006,
presses the currency rate and intensifies action of financial sanctions on the Russian economy.
In such a manner, in December, 2014, in the result of the oil crisis, reduction of economy
growth, introduction of economic sanctions from the EU countries, USA and Canada, ruble
became devalued by 45% (Shavshukov, 2015). «Liberal» currency law introduced for free
capital circulation and the argument regarding refusal from the use of the currency control
elements for future strengthening of international positions of the national currency in the
financial restriction environment, requires certain revision.

Any economic policy is doomed, in case it is left at the mercy of the currency market
environment. Freedom given to capital circulation, produced a destructive impact on the
currency market, and thus, increasingly swinging the currency rate, did not contribute to the
investments growth and the economic recovery, but led to its destabilization. Financial
openness became the source of macroeconomic instability reinforcement. Strict monetary
policy combined with the liberal capital circulation policy in the conditions of high volatility
on the primary commodity market leads to the speculative capital movements.

New growth model requires formation of the appropriate monetary policy. Upon
preservation of the previous development model, the threat of complete system development
into structural crisis peculiar by multidirectionality of its reforms arises.
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Within the frames of the economic policy, an important and challenging task of any state is
a search for the most efficient mechanism of interaction of the fiscal and monetary regulation
for the purpose of conditions formation for the stable economic growth.

Assessment of the role of monetray policy, its influence on the economy became the issue
of discussion between the liberal mainstream followers represented by the the pisition of
Central Bank and the Ministry of Finance and the alterantive group of representatives of the
Stolypin‘s club — informal association of entrepreneurs, economy scientists.

Liberal model of primary commodities export development, based on the exchange of
commodity valuables for non-commodity valuables, economic depletion of our country,
deindustrialization, dependence on the foreign capital and foreign shocks, resulted in the large-
scale capital export from the country (Gubanov, 2016), and Russia’s occupation of the first
position in the world among dollar billionaires per capita, whereas almost fourth part of the
population lives below the poverty line. Liberal approach in carrying out macroeconomic policy
is limited to the usual calls for institutional changes, achievement of low inflation target and
expectation of a regular growth of the oil prices.

One of the most debating issues in their theoretical opposition is the issue of money issuance.
Liberal mainstream followers place an equal mark between money issuance and inflation. Such
approach requires critical revision. Inflation problem in Russia is fetishisized, and inflation
fighting tools are counterproductive.

In the existing situation, inflation rates reduction by means of monetary compression in spite of
the forecasts of financial authorities, leads not to the investment activity growth, but to its decline
(Lyakin, 2013). Inthe result of the interest rate increase, the investment opportunities of entrepreneurs
decrease. Monetary policy targeted only at inflation reduction by limitation of the aggregate money
stock, contradicts to the national interests, while blocking credit resources extension. For the purpose
of inflation repression, governmental authorities compensate the outrunning growth of rates for the
natural monopolies services by means of sterilizing monetary policy restricting money supply. Thus,
they try to suppress the non-monetary inflation by monetary methods by means of final demand
limitation, thus scarifying interests of the economy internal sector.

Russia, with its low standards, households consumption structure and underfunding of
investment projects, is still too far from primary needs satisfaction: level of accommodation
and motor vehicles provision is three-four times lower than in the economically developed
countries, durable goods provision became significantly lower, gap in the transport
infrastructure development is multiple, gap in consumption of some essential food stuffs also
remain quite significant (Kotsofana, 2007). In this regard, the idea of aggregate demand
effective management is especially important, since prolonged economic growth is impossible
without its extension and investments increase.

In the conditions of hunger for investments, decreasing consumers’ demand, real sector is
able to accumulate the money issuance without any pressure on the currency and the consumer
market. However, we observe the permanent restriction of money supply from the Bank of
Russia, while in the most developed countries the governments and central banks provide
systematic assistance to their economies in the form of money injections and provision of the
government guarantees (Ruscakova, 2015). Along with that, they see deflation, not inflation,
as a primary threat of the economies stability (Jary, 2015).

Experience of economic reforms in Russia under recipes of monetarism resulted in the financial
capital accrual next to and above the manufacture, but not in its foundation, which contributed to
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formation of unhealthy market primarily serving for enrichment of a few. Recommendations for
economy recovery concerned financial-monetary sector, leaving real economy sector without due
attention. Analyzing monetarist attempts of financial stabilization and their consequences, it is
necessary to emphasize, that along with that the ideas of sufficient markets competition lying in
the basis of this approach had not been taken into account. Indeed, absence of competitive
environment, poor financial market development and lack monetary regulation tools made the
monetary policy if not knowingly ineffective, but extremely expensive. As D. Stiglitz noted:
,,Many communistic countries mostly turned to the capitalism, but some of them chose a corrupted
version of the market economy. They changes their god Karl Marx by the new Milton Friedman.
But this new religion does not serve them well” (Stiglitz, 2011).

In the Stolypin’s club, the program “Growth economy” implements Russian version of the
moderately soft monetary policy (Basov et al., 2015). Within the frames of the Central Bank
project funding system, refunding of small and medium business crediting, mortgage and large
infrastructure projects, money injections are offered through the issuance in the amount of 1.5
trillion rubles per year. From the viewpoint of the Stolypin’s club, unavailability of credits and
volatility of the ruble rate are the essential elements of the poor investment climate, much more
important in the current conditions than development institutions and inflation (Danilov-
Danilyan, 2016). Among the negative factors affecting the Russian market of credit resources,
can also be considered symptoms adverse selection (Dengov & Melnikova, 2012). Central Bank
monetary issuance under financial liabilities of the Government, formed by the target
infrastructure projects, will not affect the inflation.

Soft monetary policy of the Central Bank of Russia in 2000—2008, when the stocks of money
grew annually by 40-50% and the real interest rates for non-financial sector were within the
negative range, determined high rates of the economic growth. Within the acute crisis phase from
July, 2008 till January, 2009, the money stocks decreased by 18%. Credit reduction in 2009
contributed to the investments reduction, which resulted in GDP reduction by 7,8%. Since 2011,
Central Bank again returned to the restricting monetary policy, having reduced the rates of the
money stocks growth below the expected growth rates of the nominal GDP (Altunyan, 2012).
Instead of money supply extension for the economic growth crediting, Central Bank actively
withdraws them from the economy, thus restraining the economic growth. Slowing down of the
money stocks growth rate occurred from 22,1% in 2011 to 12% in 2012 roay, money stocks
increase in 2013 amounted to 15 %, in 2014 it grew by 2%, and in 2015 — by 11%.

Figure 1: Dynamics of money supply M2, investments and GDP growth in % in contrast to the previous period
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Within the recent 2 years, money stock in real terms decreased by 20% with account of the
inflation. Along with that, the target of low inflation achievement is declared, which shall lead
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to the interest rates reduction and the investment growth. However, low inflation as such cannot
guarantee the investments growth. Some researches exist, which prove that correlation between
the inflation and the economic growth is not significant, especially in the long-term perspective
(Bhaduri, 2015). Declaration of achievement of 4% inflation level by 2018 is destructive for
our economy, since inflation is the result of the structural disbalance of the economy, and is not
caused by the monetary component. The inflation reason was devaluation of the national
currency and, as a result - the transition effect.

Since 2014, rates of the monetary base extension are behind the inflation, therefore,
demonetization of the Russian economy occurs, which, in its turn, aggravates the restrictive
measures of the foreign financing and intensifies the production decline.

Figure 2: Dynamics of monetary base change and inflation in % in contrast to the previous period
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Source: http://www.gks.ru/wps/wecm/connect/rosstat_main/rosstat/ru/statistics/finance/#( 14.04.2016)

After restrictions introduction from the West, the Bank of Russian became the only source
of economy financing. Issuance activity of Central Bank is far from the real sector needs. Such
practice leads to the economy monetization reduction. Due to this, its liability and role in
pursuance of the monetary policy increased, as well as degree of its tools influence on the
economy. Central Bank is carrying out active “reorganization” of the bank sector, depriving of
the possibilities of bank services and economy crediting.

Table 1. Coefficient of economy monetization and inflation level
Year 2008 | 2009 | 2010 | 2011 | 2012 2013 | 2014 | 2015

Parameter

Moentization coefficient
(M/GDP), % 31.2 39.3 43.2 43.8 43.7 47.0 471 46.0

Cash in circulation (MO/M>), % 29.2 26.4 25.3 24.3 23.5 22.2 22.3 20.2
Cinsumer price index, % 13.3 8.8 8.8 6.1 6.6 6.5 11.3 12.9
Source: Bulletin of Banking Statistics.2016. no. 4.

According to “Major patterns of the uniform state monetary policy”, Central Bank targets
inflation which merely indirectly influences the economic activity in the country. Achievement
of a low inflation level is considered as a primary target of the monetary policy for support of
the long-term economic growth. However, an important parameter for the economy is not
inflation but real interest rates for non-finance sector and the volume of non-finance sector
crediting (Domashcenko, 2016), which grows proportionally to the money stock. It means that
these variables essential for the economy do not depend on the inflation at all. It is necessary to
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extent and cheapen crediting not being afraid of inflation acceleration. In regard to dependence
between money stock growth rates and consumer inflation rates, it shall be noted that money
stock growth causes consumer inflation reduction (Altunyan, 2015).

Taking into account non-monetary character of inflation in our country, it will be senseless to
fight against it by the methods of monetary restriction, and the inflation targeting task set by the
Bank of Russia is especially ineffective. Moreover, it requires to introduce a free floating
exchange rate. In the conditions of high volatility of prices for the primary commodities, choice
of floating rate aggravates the situation in the national economy, as it happened in 2015.

Due to this, the most appropriate way for our country will be choice of a flexible exchange
rate with non-strict inflation targeting (Ryazanov, 2013). Acceptable option in such case will
be interest rate targeting. Inflation targeting, reduction of the state budget expenses, reduction
of the state budget gap to 3% within the frames of the priority target of the monetary policy,
leads to the national economy compression and production decline.

It is necessary to extend the national finance system by means of the national debt growth and
not to be afraid of the state budget shortfall. Absence of the internal state debt market causes
financial system weakness. Federal loan bond market is currently quite limited in its scales —
about 7% of GDP. It does not allow to rely on it as a source of money issuance refunding. This
important tool of money supply regulation does not work. It is required to organize a large-scale
issue of the bond loans. The internal debt of Russian Federation is currently achieving about 7
trillion rubles or less than 10% of GDP, which is one of the lowest indicators, the external one is
about 50 billion USD or 3.5 trillion rubles. (Fadeev, 2016).

Focus of our economy on primary raw materials, its dependence on the external funding
sources aggravated crisis consequences in our country. Refusal from foreign investments
substitution with the internal investments narrows down funding opportunities of the Russian
economy and contradicts national interests of our country. Thus, in regard to the American debt
crediting amount, as of April 1, 2016 Russia occupied the 16" position with 86 bin USD. Along
with that, capital outflow from our country only in 2014 amounted to 152 bin USD according
to Standard & Poor. (Tuzova & Qayum, 2015).

3. Conclusion

The existing pattern of the monetary policy in the conditions of foreign sanctions failed to achieve
the set targets: inflation reduction, national currency stability, economic growth. On the opposite,
the result of the inappropriate monetary policy became the inflation growth, national currency
devaluation, capital outflow, GDP decline. Key patterns of the monetary policy improvement for the
economic growth achievement as a basis of the national economic security are as follows:

e it is the time for the monetary stimulation of growth, but nor for the support of non-
productive monetary and budgetary restriction. Monetary policy shall contribute to the
economic growth but not serve as a means of fighting against inflation. Macroeconomic
policy of fighting against inflation aimed at money stock and credit compression, makes the
system less resistant to the external shocks impact. Monetary policy implementation shall
be tightly linked with the industrial priorities. There are some reasonable concerns that in
the existing situation the inflation reduction will by all possible methods lead to the
inhibition of the potential economic growth.

e strict focus of the monetary policy only on one purpose of inflation targeting is implemented
not in all countries at all. Attempt to suppress all short-term price shocks by the monetary
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policy in the conditions of export-oriented economy cannot be successful, since it will be
as ineffective as the attempt to compensate all short-term economic growth delays by this
policy. Inappropriate current policy of Central Bank in the conditions of economy
slowdown can contributed to declines of the economic activity, which, in its turn, will result
in the increase of the long-term inflation level. In this regard, it is reasonable for Central
Bank to adhere to the link between possible inflation range and the economic growth.
national economy shall foremost rely on the domestic demand as a primary growth source.
Russian economy, in contrast to the developed economies, has a huge growth potential
connected with the domestic development sources. The growth source shall be represented
by an infrastructural component ensuring significant increase of domestic market primarily
focused on the products of domestic manufacturers.

the strategy of financial breakthrough is required, the main role in which shall be played by
the investments growth by means of the interest rate reduction. Introduction of sanction
measures stimulated import substitution policy, which cannot be developed without
powerful finance system. High crediting rate can hardly help in import substitution.
Economy financing increase without capital circulation restriction and stable rate of the
national currency can cause an irreparable damage to the economy.
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Abstract. The impact of globalization on the quality of life has become an actual problem in
recent years. Many experts discussed only about its global manifestation, especially from an
economic point of view, because in this area it represented the complete revolution of relations
and of course, change in the financial flows. Its methodological framework is developed
through the creation of various forms of indexes with high cognitive value, such as updated the
Maastricht index, the new index of globalization or the KOF index. Through them we can
conclude at manifestation of the whole process, but also the situation in each country. However,
only a few researches are focused on studying the effects of globalization on the quality of life,
particularly in the post-totalitarian countries, in which came into, last 25 years, the qualitative
changes also in the social differentiation of population. In our paper, therefore, we focus on the
changes in the quality of life in the Slovak Republic on basis of data from the EU-SILC (EU
Statistics on Income and Living Conditions), with using three models, characterized by
different processes of saturation, for which we consider preserve model, economical model and
luxury model.

Keywords: quality of life, models of quality of life, preserve model, economical model, luxury
model

JEL Classification: A13, Al4, D33, J24

1. Introduction

Globalization has become the second actual problem in the social sciences after the
integration process in EU, particularly during outbreaks of the various forms of financial crisis
to the crisis of values. In terms of research, we can say that represents the complicated
phenomenon whose manifestations we can observe on the different levels of society and within
countless of indicators (Domonkos & Ostrihon, 2015, pp. 881-905). Its methodological
framework was developed through creation of the various forms of indexes with high cognitive
value, such as the updated Maastricht index, the new index of globalization or KOF index of
globalization, through which we can deduce the intensity of globalization in each country.

However, a few researches are focused on studying the effects of globalization on the quality
of life, particularly in post-totalitarian countries, where here had come for the last 25 years to
the qualitative change in the social differentiation of population. Therefore, we set up the main
goal of our paper to assess the intensity of globalization in the Slovak Republic and to identify
its implications on selected factors of the standard of living within the preserve model,
economical model and luxury model of the quality of life.
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2. Research Background

2.1 Quality of Life

When we started to orient on the quality of life 15 years ago, in Slovakia there did not exist
the precision or sophisticated theory about that phenomenon, as is now. Today we can draw
from the immense quantity of definitions and the methodological elaboration from aspect of the
different disciplines such as medicine, sociology, psychology, economics, and so on. However,
the current situation can be diagnosed as a too much fragmented in perception of extend and
content of category itself as well as in methodology of quantification.

The differences in perception of the extent of quality of life lie in the research purpose, which
can be from different levels, namely:

1. mega level (EU, USA, etc.),

2. macro level (national level),

3. mezzo level (region or group of people: Roma, middle-age generation, elderly, youth, etc.)
4. individual level (individual and family).

Extend of research of the quality of life is relating also to perception of its content. For
example in mapping of the quality of working life on mega level, we will use other indicators
as for the quality of life of the physically disabled people. Differences in perception of the
quality of life are also determined by very specific scientific approaches. Some authors accepted
the socio-economic concepts of the quality of life, others the psychological concepts or the
applicate concepts relating to the medical approaches to quality of life in various diseases. There
exist also models that synthesize the quality of life, such as model used by the WHO, Eurofound
and University of Toronto.

From our point of view, we mention the definition of the quality of life, of which we are
basing our analysis. It is I. Laluha’s identification, who considers it as "degree and character of
reproduction and development of the human existence, which not only enables the full-featured
material and the spiritual life of human - his self-development - but evokes the concrete

individual feeling of happiness and satisfaction (Antalova, Bednarik, Laluha & Tkacikova
2010, p. 11)."

We have chosen this background because the author underlined in it not only process of the
human needs satisfaction, but also focuses on the living activities, the living conditions and the
broader social environment in which these activities are performed.

In mapping of the globalization implications on the quality of life we are forced to narrow
the width of the whole issue and to focus only on some factors that are part of the standard of
living. For an explanation we note, that we consider the standard of living as a sub-category of
the quality of life, underlining the saturation process. Satisfaction or level of satisfaction of the
selected needs will be analyzed in the concrete period, on the basis of changes in the various
models of the quality of life, created by I. Laluha in the preserve model, the economical model
and the luxury model through comparison years 2005 and 2012.

2.2 Globalization
One of the greatest promoter of globalization is regarded T. Levitt (1983), who its term was

used as early as 1944 year. Today the phenomenon is developing by experts from various
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disciplines, not only in terms of economics but also of policy, culture, communication, and
environment. Turbo-capitalism - called according to E. Luttwak (2000, pp. 1-50) developed
capitalism - is becoming only one possible form of social existence.

From a research point of view, we must judge, that there exists the same situation as in the
quality of life — we do not have the single definition. The OECD identificates this phenomenon
as "the process, dues to which markets and production become more dependent in the different
countries, due to the dynamics of trade in goods, services and the mobility of capital and
technology"” (OECD, 2005, pp. 16-17). For the major global actors are considered the various
world's economic and political organizations, associations and communities that operate
transnationally and their work is focused on forming the quality of life in countries around the
world. Currently, globalization is focused on the basic human rights and poverty reduction,
based on which we could conclude that the phenomenon should be positive for people, its goals
moral and humanistic. The present situation, however, reveals the addition of the strong
positives and also the strong negatives (Morvay, K. 2005, pp. 5-32, Morvay, K, et al., 2013, pp.
767-845).

As positives we can considered increasing the supply and quality of goods and services,
decreasing of produced prices, creation of the new jobs, increasing of the living standard,
greater and freer access to information and expanding possibilities of communication. Negative
aspects of globalization are possible to seen in collapses of the world economy, in the growth
of economic, ecological and political migration and in growth of the economic and political
influence of the transnational corporations (Jenicek, 2002, p. 142).

From the point of our research purpose, we will map narrower problematic oriented at our
country, consisting in response to a question whether globalization by its significant societal
impact, also significantly determines the daily lives of our citizens, in what measure and in
which specific areas.

3. Methodological Framework

3.1 Approaches to Measuring the Quality of Life

As we mentioned earlier, investigation of the quality of life we will focus on some selected
factors in the standard of living, which are parts of the quality of life. Our analysis, we will
build on the EU SILC (EU-Statistics on Income and Living Conditions), from resources of the
Statistical Office in SR. We focus on analysis of two essential partial indicators, namely:

1. the economic situation of households,
2. the quality of housing.

The object of our research will be household, which can be considered as a married couple,
partnership, complete and incomplete family. Measurement of the selected partial indicators we
shall analyze in three models of the quality of life that were created by I. Laluha (Antalova,
Bednarik, Laluha & Tkac¢ikova, 2010, pp. 40-41) and which are characterized as follows:

The preserve model represents the real poverty. It concentrates mass of human tragedies as
well as a strong social tensions in society (Myskova, Vegernik & Zelinsky, 2015, pp. 555-575).
In Slovakia here is a specific problem in the quality of life of Roma. In this model the state
benefits have a strong role.
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The economical model is internally structured. The upper part aspires to the luxury model,
the lower part is pushed towards the preserve model. The financial capacity of households
oscillates around the average wage; specifically, they are found just below the limit. This model
creates the starting basis for the middle class of society.

The luxury model of the quality of life in Slovakia shows elements of prestigious
consumption. It differs significantly from the luxury models in countries with the strongest
economies (Rod, Rais & Schwarz, 2015, pp. 451-464; Harmadyova & Buncak 1998, pp. 9-46).

Current models of the quality of life represent a result of process of differentiation of
population (Pitonakova, 2015, pp. 837-852) since 1989 year. Also today, we have only poor
information, therefore we interested in which of them the globalization manifested from the
most negative aspect, and which measure.

For identification the preserve zone, or "poor class™ we used the same criteria as was selected
for poverty and we chose 60 % of median of the equivalent disposable income. For definition
of border of the economical model, that represents the quality of life of the middle class, we
used criteria of the OECD - above 60 % of median of the equivalent disposable income until to
150 % of median of the equivalent disposable income. Criterion for the luxury zone we used
also indicator of the OECD - households above 150 % of median of the equivalent disposable
income.

Selected problems of the quality of life - economic situation of households and quality of
housing - we shall compare in two years, 2005 and 2012, during which globalization was
manifesting in full its extent. (Azudova, 2005, pp. 79-91, Konig & Dovalova, 2016, pp. 238-
259).

3.2 Approaches to Measuring Globalization

We will measure impacts of globalization on the quality of life in two ways:

1. Through structure and dynamic analysis of the globalization phenomenon on basis of
the KOF index, during years 2005 - 2012. In this period is possible sufficiently to
evaluate all evolution tendencies in Slovakia.

2. Through the EU SILC (EU-Statistics on Income and Living Conditions), where we'll
compare the selected indicators of the quality of life (economic situation of
households and quality of living) in 2005 and 2012 year and judge new changes in all
models — preserve, economical and luxury.

Table 1: Households in SR According to Income Zones (2005 and 2012)

Households 2005 % 2012 %
Preserve model 243 256 13,3 246 516 12,9
Economical model 1339 705 72,8 1353636 71,1
Luxury model 256 113 13,9 303 662 16,0
Suma: 1839074 100,0 1903 814 100,0

Source: EU SILC, processed according to P. Strhdar (2014, p. 79) Households after date standardization.
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Figure 1: Gini Coefficient in SR in 2005 — 2014 Years
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We will build our analysis on the following two theses:

1. There exist the significant differences between individual models of the quality of life
during period of years 2005 — 2012 that were by globalization changes deepened.
2. Each of the models is manifesting by the specific evolution trends.

We justify selected years for our comparison by the specific development of the Gini
coefficient. In 2005 and 2014 year, it has reached the same value (2,005-26.2, 2014 to 26.1),
under which it might be expected that within 10 years, during which the financial crisis was
reflected, there were not the significant changes in the social differentiation of population, what
means also no significant changes in individual models of the quality of life. 2012 year we
consider for the comparison as the most stable, in years 2010 - 2012 value of the Gini coefficient
remained practically unchanged.

To the best-known indexes for the globalization measuring belong: updated Maastricht
Globalization Index, New index of Globalization, and KOF index. Each of them consists of the
several partial indexes. Our analysis will be based on quantification of globalization on the basis
of the KOF index, which consists of three major partial indexes that are: economic
globalization, social globalization and political globalization.

4. Investigation Results

4.1 Globalization in Slovakia in 2005 - 2012

The phenomenon of globalization in the Slovak Republic we investigated in the period 2005
— 2012 years. Its analysis will allow us to give in relations its manifestation with implications
on selected areas of the quality of life.

According to information, we can deduce that from 2005 until 2008 year globalization
expanded, with less reflected stagnation in 2009 year. But in 2010 year, the value of the KOF
index increased by 1,85 points. In last two years, 2011 and 2012, within the scope of our
research, it reflected as dampening.
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Figure 2: Globalization in Slovakia in 2005 — 2012
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The economic globalization - one of the component of overall globalization - had a different
course. While in the years 2005 - 2007 was sharp increased (from value 85,3 to value 86,34),
in years 2008 and 2009 we can assess the situation as attenuation (2008: 84,85, 2009: 84,89),
but in 2010 year began again process of increasing (86,39). Past period until 2012 year we judge
situation as attenuation (2011: 84,77, 2012: 83,26).

The social globalization reached its top in the years 2008 - 2009 (83,92, 83,9), and it was in
period when in Slovakia the economic globalization was lowered. Since 2010 year, the social
globalization began to decline. If we compare its value between 2005 and 2012 years, in 2012
year its value was increased by 0,7 point.

The political globalization has developed relatively stable. Its growing trend in 2005 year
from value of 80,77 was slightly disturbed by years 2009 and 2012, when the political
globalization came to slight decline. Phenomenon reached the highest value in 2011 year
(85,19).

If we compare the situation in Slovakia with post-totalitarian countries (Hungary, Bulgaria,
Czech Republic, Romania and Poland), Slovakia was placed in 2012 on 3" place after the Czech
Republic. The highest value of the KOF index of globalization achieved during the reporting
period Hungary.

4.2 Impact of Globalization on the Economic Situation of Households

The economic situation of households, we monitored through three questions related to
finances. One of them was focused on survey of enough money during the reporting period, the
second expressed the ability to have money for unexpected expenses, and the third was aimed
at mapping the lowest monthly income sufficient for living.

By comparison of the preserve, economical and luxury model in both investigated years, we
came to conclusion that problems with money (big difficulties, difficulties and certain
difficulties) in 2005 year had majority of households in all three models of the quality of life.
85,7 % of households mentioned the problems in the preserve model, in the economical model
82,4 % of households these problems declared and in the luxury model up to 89 %. If we this
detected fact compare with 2012 year, we can conclude, that in the preserve model there the
financial problems are covered by broader range of households — 92 %, while in the economical
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model number of households had a slight decreased — 79 % and the most significant decline we
can see in the luxury model of the quality of life within which there declared the financial
difficulties only 49,6 % households. In the preserve model also the highest number of
households (34,7 %) are fighting with big difficulties to make do with the money. In the
economical model there are only 10 %.

The ability to face unexpected financial expenses, there was a significant positive shift. In
the preserve model in 2005 year there were only 24,4 % of households, which had enough
money for the financial burden, and in 2012 year this situation was declared by 33,8 %, (came
to 9,4 % increase). In the economic model there have been bettering in 28,5 % of households
and in the luxury model in 17,1% of households.

Table 2: Ability to make do with money in 2005 a 2012

Preserve model Economical model Luxury model
Answers: 2005 2012 2005 2012 2005 2012
With big difficulties 24,8 34,7 12,0 10,0 2,8 2,7
With difficulties 22,3 30,8 20,7 24,0 7,6 10,4
With certain difficulties 38,6 27,2 49,7 45,5 41,5 36,5
Relatively easy 11,3 7,1 14,8 17,5 33,8 39,4
Easy 2,4 0,2 2,3 2,7 10,9 9,3
Very easy 0,6 0,0 66 0,4 3,4 1,8

Source: SU SR, EU SILC 2005, 2012, own processing

Through issues-oriented question of research about the lowest revenue needed to cover
expenses in household, we found a significant shift towards higher value, in the economical and
luxury model. In the preserve model the heads of households declared need of lower finance.
While in 2005 year, the lowest income recovered to 928 EUR in 2012 year to 913 EUR. In the
economical model in 2005 year, households needed the least - 959 EUR and in 2012 year
already 1 036 EUR. In the luxury model they demanded in 2005 year 1 241 EUR in 2012 year
1387 EUR.

4.3 Impact of Globalization on Quality of Housing

Quality of housing, we monitored on the basis of variables that were focused on the number
of rooms in household, maintaining adequate heat in living areas and also to detect substandard
conditions relating to leaky roofs, damp walls or inappropriate floors.

Table 3: Number of Rooms in Household according to models of Quality of Life in %

Preserve model Economical model Luxury model
Number of Rooms 2005 2012 2005 2012 2005 2012
1 21,58 11,15 13,32 5,53 4,42 3,60
2 24,17 23,45 23,32 19,08 15,67 14,09
3 35,56 38,41 39,61 40,69 42,53 44,10
4 11,19 14,88 14,37 18,88 20,50 19,80
5 + more 7,51 12,11 9,38 15,82 16,88 18,3

Source: SU SR, EU SILC 2005, 2012, own processing

In all models, there was the most households with housing of 3 rooms, while their number
for the investigated period increased because there was a shift from one-room housing in the
preserve model, in the economical model as well as in the luxury model to dwelling with more
rooms. It was also manifested trend of 4-rooms and more of housing, in all types of households.

Substandard housing manifesting by leaking roof, damp walls or unsatisfactory floors, were
declared in 2005 year in the preserve model by 17,16 % of households. In 2012 year, there have
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been negative tendencies in increasing this type of problems by 0,46 %. The opposite trend
occurred in the economical and also luxury model. In both types there were significant
increased the quality of housing (in the economical model - 5 % and in the luxury model - 5,73
%).

Significant improvement was also reflected in the adequate heat. In the preserve model there
were number of households increased from 2005 - 2012 year from 17,16 % to 84,59 %, in the
economic model from 13,61 % to 94,24 %, and in the luxury model from 9,91 % to 96,95 %.

5. Conclusion

By comparison of the globalization intensity, in Slovakia and in other post-totalitarian
countries of the Central Europe, we have to say that its manifestation expanded during the
reporting period. In 2012 year, was placed in order after Hungary and the Czech Republic. Its
development was greatly reflected by both as positive and as negative in people's daily lives,
particularly in the economic situation of households as well as in the quality of housing.

The economic situation of households in the preserve model, in the economical model and
in the luxury model has changed in a specific manner for each one. Our thesis that "there are
significant differences between models of the quality of life that were deepened by changes of
globalization in the years 2005 - 2012", was confirmed. In the preserve model, there the number
of households has increased that have struggled with big financial difficulties (from 24,8 % to
34,7 %) or with difficulties (from 22,3 % to 30,8 %).

We can also confirm our second thesis, because "each of model of the quality of life
developed in the specific evolutions and trends" in all surveyed areas. In the economical model
was created the unstable situation, manifested by a decrease but even increase. The number of
households with big financial difficulties decreased (from 12 % to 10 %), but increased the
number with the financial difficulties, from 20,7 % to 24 %, and decreased with some difficulty
(from 49,7 % to 45,5 %). In the luxury model here has demonstrated the positive trends in
financial problems. Also we underlined, the increase of the lowest revenue needed to cover
expenses of households in all models of the quality of life during investigated period.

In all models of the quality of life there were added the households with 3-room dwelling.
However, substandard housing with leaky roofs, damp walls or unsatisfactory floors resulted
increase in the preserve model. The opposite situation occurred in the economical model and
also in the luxury model. Strong positive trend was observed in area of the adequate heat in all
models of the quality of life.
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Abstract. Infrastructure development of construction works, services and the value engineering
are required for the formation of new economic relations in conditions of globalization. Value
engineering is a field of activity for the production cost calculations and justification at all
stages of investment project implementation, which determines the economic relations among
the participants of the construction market. This explains the relevance of the study in which
the authors draw on scientific work of Russian and foreign authors, legal, regulatory and
methodical documents. The purpose of the study is theoretical and methodological
substantiation of the development of value engineering at all stages of investment project
implementation in market infrastructure of urban development in the Russian Federation in the
conditions of globalization. Factors that determine the development of value engineering in
urban construction, are the subject of the author's research. The price of construction products
in the different stages of the investment project is the object of the study. The proposed approach
has a reliability, versatility in the determination of resource requirements throughout the project
lifecycle through the application of the value engineering methods to achieve certain results in
investment in urban construction project. The results of the author's approach testing had proved
the feasibility of its use in the process of reforming of the pricing and budget normalization
system in construction of the Russian Federation.

Keywords: value engineering, project investment, pricing

JEL Classification: D450, R320, E310

1. Introduction

In the conditions of globalization, increasing competition at the global market, cost
management issues of investment and construction project become especially important.
Transition to market relations in construction in Russia has led the reform and improvement of
the estimate and regulatory base of pricing system, methods of calculating of construction
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products cost, mechanisms of formation of the contract value with the use of modern
information technologies, establishment of organizational forms and management structures
adequate to market conditions, implementation methods and management tools projects
(ProjectManagement).

In modern practice engineering is recognized as a form of business efficiency, the essence
of which is to provide research services, design and engineering, computational and analytical,
production nature, including preparation of reasons for investments, development of
recommendations in the field of production organization and management, as well as product
sales. In the area of pricing talking about cost engineering.

Most important benefits of cost engineering systems include:

— increase, with other things being equal, investment soundness in connection with
emergence of real levers of impact on the estimate (budget) of the project;

— reducing terms of work performance and production costs;

— appeal to customers of consolidation prospect in one hands of necessary set of the
services connected with implementation of investment projects;

— emergence of real prerequisites for transition to effective professional management in
connection with concentration in hands of engineering company of technical and cost
project information;

— decrease in investment and other risks for the company using system of engineering;

— increase in competitiveness on domestic and foreign markets in connection with
recognition by the corporate world of efficiency of use of engineering.

In this connection, authors of the articles put and solved the following problems:

1) reasons for relevance of a problem of cost engineering development in market
infrastructure of city construction of Russian Federation in the conditions of
globalization are provided;

2) the analysis of systems of cost engineering from line items of management of
investment project cost and system of pricing and estimate regulation in a construction
is carried out;

3) gives an overview of best practices and international experience in the light of the use
and development of value engineering principles.

4) the review of the advanced practice and foreign experience in use and development of
the principles of cost engineering is executed.

Results of approbation of author's approach prove feasibility of its use in the course of
reforming of pricing system and estimate regulation in construction of Russian Federation.

2. Cost engineering of investment-construction projects in the conditions of
globalization of world economics

2.1Concept and structure of cost engineering of investment projects of market
infrastructure of a city construction of the Russian Federation

Control project cost at all its stages based on the analysis of assessment of the size of future
costs, estimates, cost control of the cost level and the project budget in general engineering is
cost.
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Cost engineering is a sphere (area) of activities for production of cost calculations (reasons)
at all stages of implementation investment — the construction project, determining the economic
relations among its participants.

Cost engineering is a complex of methods and controls of investment cost and construction
project at all stages of its lifecycle including:

- forming of the project budget (budgetary planning of the project);

- efficiency evaluation of investments;

- estimate pricing;

- examination (check of reliability of determination) of the estimated cost of a
construction;

- forming of a construction cost;

- cost control of implementation process of the project;

- analysis of actual costs (cost).

— The main features of implementation of investment and construction projects are:

- long production cycle;

- project implementation is enabled, mainly, at the expense of investors;

- significant amount of the entities of various specialization is involved.

The investment and construction project contains the real estate object which is directly
connected with the parcel of land which has the term of lifecycle.

The life cycle cost of a real estate object is a settlement size of monetary value of the total
costs of ownership of the building including expenses on accomplishment of installation and
construction works, the subsequent servicing, operation during the term of their service, repair,
utilization of the object created as a result of performance of work (elements of the building or
building entirely).

Average costs for lifecycle of a real estate object constitute:

- designing — 6%;

- construction — 15%;

- operation — 75%;

- utilization — 4%.

Most steady in time is infrastructure of the urban environment which is provided by the real

estate objects created by town-planning activities. On the existing streets building is updated
several times.

Fixed growth in volumes of construction products, first of all, amounts of input of housing
as one of the priority directions of social and economic development of the country in the
conditions of globalization, requires enhancement of the existing systems of cost engineering.

2.2 Analysis of cost engineering systems

Cost engineering as a field of activity is based on the legal, regulatory and methodological
documents produced as a result of scientific - research work, trade union activity, taking into
account the transfer of knowledge of the market economy countries (Fig. 1).
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Figure 1. System structure of cost engineering
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The structure of cost engineering includes the following systems:

1. Cost management system (CMS) as a part of the investment-construction project (ICP).
It is one of the main branches of cost engineering which is functionally operating on all
phases of investment—construction project for all its participants.

2. Pricing system in construction is the second main branch of the cost engineering and
consists of the following levels: federal, regional, sector, corporate individual. System
of prices monitoring of all types of resources, System of indexes and System of
integrated indicators enter into structure acting in the regional construction market of
works and services of regional system of pricing.

3. Market aspects of cost engineering affect the cost of construction products, sold through
auctions and tenders, which optimize the cost performance of construction products
offered by tenderers.

Market pricing model focuses on consumer interests, when demand determines the price

of construction products and production volume when market prices as much as possible

take into account the consumer characteristics of construction products, when the motive

of activity of all participants of the investment - the construction process is making a

profit in the conditions of self-financing, complete economic independence and

independence of in-house planning.

4. Organizational - administrative aspects.

Non-compliance of the existing level of investment - building activities to market

conditions and requirements becomes a brake of effective mechanism of mutual relations

of construction participants. The main directions of improvement of the organization and
management of the construction should include:

e changes of organizational structures and forms, structure and scale of the
organizations and entities, change of the organization and management (one link,
decentralization, specialization, professional management, new functions,
requirements);

e creation of information technologies, systems, models and control software
investment — construction activities at all stages of implementation of the investment
project;

e creation of corporations, consortia, integration of blueprint stages and construction,
implementation of professional construction management and Project management
throughout all investment cycle;

e training of specialists which could taking into account market requirements take the
responsibility and work professionally in firms of the customer, contractor,
engineering firms and other firms of infrastructure of the market of construction
works and services;

5. Technical optimization of cost of construction products is performed at all stages of
investment — construction project from preproject researches, outline and working
drawings, use of effective technologies, materials, means of mechanization to service
conditions of buildings and constructions taking into account the minimum expenses.

6. System of information support unites and differentiates all previous systems, promotes
productive activities of the Cost engineer.

7. System of training of Cost engineers shall include all types of educational activities.

Training of the Cost engineer shall be in this row, and the foundation of specialization needs
to be laid in higher education institution.
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All methods of training of personnel are pertinent: advanced training, retraining, training,
receipt of second higher education, etc.

2.3 Foreign experience of use and development of cost engineering principles

In the west, specialized companies that usually are called “the engineering company" are
engaged in cost engineering. In most cases, even the usual construction contractors are
classified engineering companies, and here it is not just in the names and in the service package
they offer to customers.

The consequence of this is that Western company’s income is higher than Russian. This is
largely due to the fact that the companies predominantly work in formats EPCM (engineering,
procurement, construction, management - control engineering, procurement, construction). In
these formats turnovers on designing, consulting, purchases, contracts pass through
counteractors. The second and more important reason is due to the fact that Western companies
are able to conduct an engineering business. It has quite a large part of the economy of Western
countries.

In 1956 the international organization AACEI (International association of development of
cost engineering) which is the largest professional community in the field of cost engineering
has been created.

AACE International - a global non-profit professional society that produces standards, rules
and regulations, codes of knowledge and skills, recommended practices, built on a sector basis
or type of ongoing projects; conducting the certification in the field of integrated cost
management, time and risks in projects. AACEI provides its members with all the resources
necessary to increase the level of productivity and secure future growth in the profession.
AACEI also organizes series of educational programs aimed at improving the professional and
technical skills, annual meetings, seminars, exhibitions, presentations and social programs.
Organization has its own professional edition «Cost Engineering Journal» (Magazine "Value
Engineering™). Today AACEI has more than 7500 members in more than 80 countries.

Russian branch AACEI (MARSI) was opened in 2008, but vigorous activity of the
organization began in the middle of 2011. Today, MARS (international organization of Cost
Engineering) operates on the basis of group of companies PMSOFT and Eurasian center of
project management, bringing into its membership specialists in cost engineering, quantity
surveyors and designers of Russian project-oriented companies.

3. Conclusion

Cost engineering is an integrating process in conditions of globalization.

For all lifecycle the developer at first create the building, exploits it, makes repairs and
reconstruction, and then takes down. At the same time at each stage of lifecycle the enclosed
investments are considerable and to dispose them correctly it is necessary to exercise control
over operational expenses and profit of the project, to estimate efficiency of alternative projects.

Summing up the results of the aforesaid, it is possible to state that the concept of cost
engineering is based on four bases:
— basic processes of general cost management (general cost management, management of
strategic assets, projects implementation control);
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— functional processes of strategic management by assets (planning of strategic assets,
projects implementation, efficiency evaluation of strategic assets);

— auxiliary processes of general cost management (accounting of a human factor,
management of information flows, quality management, cost management);

— functional processes of projects control (planning of implementation project control,
implementation of the plan control, an efficiency evaluation within control process).

Thus cost engineering - is art of leadership in coordination of human and material resources
throughout the project life cycle through the use of modern methods and techniques of
management in order to achieve certain results in the project on the composition and scope of
work, cost, time, quality and satisfaction of the participants.

In the context of globalization and Russia's entry into WTO construction industry face the
goal of developing a regulatory pricing framework standards in construction, taking into
account international experience and foreign trade.
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Abstract. The fastening speed of globalization processes resulting in the processes of
international market generation influence greatly the trends and the essence of development
stages of national organizations in the local areas. The globalization makes new markets and
changes old ones, creates new players on different markets to compete with. The competition
in turbulent business environment is like a race which results are often unpredictable. As a result
the number of entrepreneurial firms in Russia which close every year increases more and more
in comparison to the appearance of the new ones. The share of small and medium business
accounts for about 20% of GDP in our country, while abroad this figure reaches 50%.only for
small business. The priority of Russian organizations development has been given to the matters
of supply and demand in the markets of human resources, educational services, scientific
research and development. But the task of innovative development still remains unachieved for
a great number of organizations, especially in remote regions. Innovations are considered as a
major force in economic growth, the force which helps to overcome any crises and to develop.
The most important precondition for the innovation economy is the innovative thinking. Thus
the main task of this research work is to define the basic values of effective entrepreneurship in
the global world and assess the level of accepting these new values among the entrepreneurs of
Samara region and their readiness for the constant development and changes.

Keywords: globalization processes, changes, entrepreneurship, values.

JEL Classification: 030, 031, 010

1. The impact of globalization on the entrepreneurial values

Nowadays we live in the world of innovations. Everything around us is innovative. The
innovation is a process and a result of transferring an idea or invention into a good or service
that creates value or for which customers will pay. Innovations are considered as a major force
in economic growth, the force which helps to overcome any crises and to develop. The most
important precondition for the innovation economy is the innovative thinking.

Several researchers (Christensen,1997), (Farrell, 2014), (Marginean, 2015), have come to
conclusion that together with efficiency (doing things right) and effectiveness (doing the right
things), innovation, or doing something new, is fundamental to business improvement.
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Innovations have always been important, but the last decades have shown that there is not any
effective development without a constant forward movement. Information technologies have
formed global markets where the competition can come from any side and whoever sees new
opportunities and use them first, wins (Archbugi, 1995), (Fisher, 2003).

The globalization makes new markets and changes old ones, creates new players on different
markets to compete with (Scott, 2003), (Wade, 2004), (Munteanu, 2014). The competition in
turbulent business environment is like a race which results are often unpredictable. For
companies it is a challenge of sustainability: resources they used to take for granted deplete,
and the other things which were consider as something not relevant become major business
factors (Radaev, 1993). So, it’s really a good time for some fresh thinking (Ponosciakova,
2015).

Innovations can be different: what is new for one organization may be used by another for a
long time. They can be evolutionary and revolutionary, explosive and supporting etc. The key
point for many companies is not the creation of something new, but the constant development
and readiness for change.

Our life bombards us with information. To grow, to develop we need to accept something
new. But the human nature is so, that we usually reject everything which is unknown, new for
us. People don’t like changing. Each of us has his /her own comfort zone. Everyone has own
goals and objectives. But to achieve them, to realize our plans we need to leave this comfort
zone.

The life beyond this zone or on the edge is always brighter, more interesting and spicy, more
delicious. But of course, firstly we should know (understand) why we want to leave our comfort
zone. We should perceive our real goals and intentions.

Exactly this readiness for change should be one of the most important qualities in the
business world as well on the individual as on the organization level. The readiness for change
is an integrative characteristic, a complex construct consisting of 4 basic elements: information;
objective; motivation; activity.

It means: if we want to change, first of all we should know what is happening around us,
what are the modern trends, what direction we could choose for our development (Masteikiene,
2015). Change management and the problem of readiness to changes was investigated by
Ansoff (Ansoff, 1990) and others (Verjel, 2015). However, the process of change management
is rather complex and its fragmentary study, from the point of methods or main approaches does
not allow to take into account its influence on values formation process or analyzing it as one
of the values of modern entrepreneurship.

1.1 New approach to understanding the sustainable development of entrepreneurship
taking into account the factor of globalization

Mostly modern scientific approaches are based on the three-factor definition of sustainable
development including social, ecological and economic aspects. Today the understanding of
sustainability essence demands taking into account some additional factors.

It was stipulated by the transformations happened in social and economic formation of the
world and considerable influence of global processes around the world on sustainable
development of separate economic entities.
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The authors think that the common point of view should be supplemented with one more
constituent and that is global process. The development of modern civilization can be the
substantiation of such position. Changes that might happen in one separate country including
those that do not have strong influence on the world market finally lead to the global
transformation in the whole world. There is direct dependence between the influence of various
social and economic factors on the global system and its reverse influence on every sphere of
separate state functioning.

The authors point of view is that it is necessary to take into account the combination of
economic development (economic effect), social development (having the effect for society)
and global evolutionism (interaction of systems of various levels) for developing
entrepreneurship activity in Russian economy. That is why in further research the authors take
as a basis economic, social and global factors that influence entrepreneurs values in Russia.

1.2 The detection of the most significant values among Russian society

As it was investigated in the frame of the research work the attitude of Russian population
to entrepreneurship can not be described from one typical point of view (Figure 1). Definitely
positive attitude is expressed by less than a half of population, that is 40.8 % and 40% show
neutral attitude. The rest 20% are practically equally divided between definitely negative and
multiple-valued attitude. More optimistic results show the division of the interviewed according
to the age. Young people of 20 year old are basically positive about the entrepreneurship (60%).
And only 25 % of those who are under 60 years old have positive attitude to entrepreneurs.
Mainly positive attitude to entrepreneurs is demonstrated by university students (60.3%), the
representatives of middle level managers and functional specialists of the enterprises (59.7%),
and the staff of service and trade spheres of economy. More prudent attitude is expressed by
workers and staff with college education and this is probably because of undeveloped social
partnership in Russian business society.

But Russian society agrees that the labour of entrepreneur is rather difficult one demanding
initiative, working capacity, good education, ability to have a ready wit and readiness to risk.

Figure 1: The attitude of Russian population to entrepreneurship
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Source: the results of authors’ research in 2016
Rather big part of the interviewed in Russia agrees that there is some positive influence of
entrepreneurs on social and economic life of the country: eight from ten of the interviewed

named as the main use for the society that ‘entrepreneurs create new products and goods’, 70%
agree that entrepreneurs create new working places.
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The interview of 300 entrepreneurs of Samara region has shown that as a rule companies are
well informed about existing ways for changes and improving their activity. They can work
with information, understand the goals of innovative development and the necessity of changes.
They often have a wide range of tools and resources to realize their ambitious objectives. The
sphere, where they really have serious problems, is motivation.

The motivation question always deals with values, with our basic ideas and principals,
categories which we follow as guiding stars making different decisions, which keep us engaged
give us the sense of direction.

Among the values which are usually named in the business context there are such
phenomena like: independence, excellence, responsibility, self-development and many others.
Under values many people also understand some qualities:

Bravery. It comes from natural creativity of entrepreneurs and their readiness to risk. In the
Middle Ages among entrepreneurs there were pirates, street artists and aristocrats with their
personal armies, street vendors, handycraftsmen and many other. For all these groups of people
possessed the spirit of adventure which helped them to defeat problems and to go forwards.
Now the bravery helps entrepreneurs to start up a new business, to deal with discouragement in
different stages of company formation and development.

Fortitude. Close by Bravery there is Fortitude. An entrepreneur requires fortitude to keep a
business strong and not to give up by any difficulties.

Vision. Despite the fact that the business environment today is very unstable, to have a
strategic vision is necessary. It allows entrepreneurs to build their business wisely. Vision
guides the entrepreneur through the business planning process, searching new opportunities and
setting goals for their company. It allows the entrepreneur to see the past, the current position
and in spite of limited resources to appreciate the potential of the business.

Honesty. An entrepreneur must be honest in financing the company and managing the assets
of the firm. But first of all he or she must also be honest to him or her self: by taking risks and
making choices the entrepreneur should be in harmony with himself. Honesty lets the
entrepreneur avoid false security and confusing situations.

Respect for self and others. Respect for one’s self and others is essential. It enables the
individual to appreciate his or her efforts, relate effectively to family and community, and
motivate others. Respect includes the honesty, the tolerance. It’s strongly connected with the
reputation which many experts call the most valuable possession in the business world.

It’s difficult to disagree that an entrepreneur's most valuable possession in the business world
is not money or products or facilities. It's his or her reputation. If you lie, cheat, or steal, the
market usually learns about it, and you lose your actual or potential clients and partners. On the
other hand, those who are guided by a set of values enhance their credibility in the marketplace
and attract others who want to do business with them. Keeping these values and following them
entrepreneurs can maintain the right direction in their lives and companies.

Two qualities else are often mentioned in this context: trust and generosity.

Trust. Trust results from reliability and permits the entrepreneur to overcome mistrust,
selfishness as the company is not a closed system, it deals with employees, customers, and
vendors. It has its reputation.
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Generosity. The entrepreneur should be generous. Generosity, which develops from
supporting and leading others, permits an entrepreneur to reduce resistance to change, and heal
dysfunctions within the organization.

Well, what are the values of contemporary entrepreneurs? Do they differ from the
entrepreneurial values of other generations? Does the character of innovative economy
influence them?

The contemporary entrepreneur doesn’t have to produce any products or services himself.
He can be a person who builds and uses structural holes in social networks, who helps other
entrepreneurs to meet and deal with each other.

The thirst for wealth and the spirit of adventure are combined by a modern businessman with
the values of his company as a kind of community. His desire for money and profit as a stable
strategy is not limited to only natural needs. It is perceived as a lifework. The contemporary
entrepreneur differs from the entrepreneur from the Middle Ages. Since he settled down, he
began to care about his reputation and act based on the law.

There are different concepts and different opinions about the values of contemporary
businessmen. We speak about reputation, power, status and recognition, independence,
effectiveness and others. A lot of people believe that the entrepreneurship is a value in itself.
Different authors suggest different values for entrepreneurs.

We also tried to find out what values prevail by students of our university, future managers
in the context of their professional sphere.

The first question which was answered by our students was: “If you could open your own
business now, what would it be?”” Only 7% of respondents want to start up their own production.
The absolutely majority of people have chosen the service sector. And only 3% want to found
a company which would innovative for our local market. Answering the question “Why exactly
this kind of business?”” 22% couldn’t explain their choice at all, 37% said that they had chosen
it because this kind of business is just profitable. And 35% connected it with their interest and
dreams. Among the values which the respondents named there was a great variety, for example,
honesty, decency, kindness, freedom, time, health, family, patriotism, independence and
development. The most popular became clients (27%), income / money (12%), aesthetics (12%)
and experience (10%).

The position of entrepreneurs in the society has always been contradictory. So it stays now.
And there are some reasons for it:

e debt bondage and life for a better future;
¢ a large gap between projected and current income;
e increased risks and the possibility of failure.

Because of this entrepreneurs and their actions are often analyzed in the context of
marginality (Schumpeter, 2008), (Rogers, 1998). But of course the marginality means not the
relation to the underworld but the marginality of entrepreneurs is understood here as a
intermediate state, the state «inconsistency status» or «decomposition of the statusy.

The modern entrepreneur is faced with a bunch of problems. Firstly, it is worth to remember
the resistance to innovations. Most people do not like innovations and treat them at least as
something strange and often just negative. It is normal because the basis for every order is a
stable system, structure of institutions, relationships. And the first reaction of most people when
there is some kind of innovation; it is a reaction of rejection. And entrepreneurs just feel it fully;
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they feel this social tension, even hostility from traditional-tempered social groups. That’s why
the entrepreneur is a person who is able to act in spite of this, who can behave against these
routine orders, against the previously established rules.

2. Conclusion

Our society may have many potential entrepreneurs, but only few of them become successful
and manage to maintain sustaining growth of their business if they have a culture, a set of values
that supports innovation and initiative and if they are flexible and ready for change.
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Abstract. The process of globalization influences not only economic development and
international trade of the countries but has also positive impact on the labour market and
increases cross-border mobility of labour force. A part of the economic freedoms is also the
freedom of movement for people, which has not only a positive aspect, but also a negative
aspect as well, because the removal of border controls and administrative barriers creates
conditions for possible unwanted phenomena to Slovak labour market. Labour migration has
multiple determinants, but the most important is the determinant which improves the economic
situation of the individual. The citizens of different countries cross borders to work in another
country with the aim to increase their standard of life. The goal of the paper is to analyse the
current situation on the labour market in Slovakia and to highlight the positive and negative
aspects of freedom of labour movement, particularly workers from third countries. The paper
focuses on the migrant workers and does not include the refugees from Asia and Africa (i.e.
Syria, Afghanistan, Iraq and other). In principle, the migration policy of the European Union
can be seen as legal and legitimate migration of labour from EU member states, EEA states and
from third countries.

Keywords: globalization, labour market, labour mobility, migration, legal act

JEL Classification: F22, J61

1. Introduction

The globalisation represents the phenomenon of the current era enabling in addition to the
international movement of goods, services and capital, also for the movement of persons. The
process of globalisation is influenced not only by the economic development of individual
states, but it also has the positive influence on the labour market and enables for the cross border
movement of labour force. To increase their employability it is important for organisations to
implement flexible work arrangements so that immigrants could better adapt to the conditions
of individual EU labour markets (Bajzikova, et al., 2013b).

The globalisation offers the possibilities for the people to search for appropriate labour
positions in cross border scene. Foreign migration represents the significant demonstration of
globalisation and at the same time the one of the biggest challenges of 21st century. Migrating
persons seek for the more advantageous conditions for their life and in particular social security
that are mainly provided by the “old” Member States of the European Union. The strategy of
integration as the part of the global approach to migration ranks among main priorities of the
EU agenda. European labour market is also marked by a tension: the removal of borders to the
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free movement of people and services is offset by a relocation or enactment of new borders
(Wagner, 2015).

The reasons for labour migration are different, most often they are economic reasons as well
as the inability to find a job, better salary (income) or employee’s advantages. There are
numerous documents adopted at international level that are regulating the movement of persons.
Article 21 paragraph 1 of the Treaty on the Functioning of the European Union stipulates that
every citizen of the Union shall have the right to move and reside freely within the territory of
the Member States, subject to the limitations and conditions laid down in the Treaties and by
the measures adopted to give them effect. Nowadays the regimes for movement of people in
the EU are increasingly regulated by the distinction between EU citizens and third country
nationals (Konstantinova, 2013).

The primary regulation explicitly establishes the free movement of persons for the purpose
of employment as well as for the purpose of conducting the business activity. Besides the
primary legislation the legal framework for the freedom of movement of persons is established
by the Directive 2004/38/EC of the European Parliament and of the Council of 29 April 2004
on the right of citizens of the Union and their family members to move and reside freely within
the territory of the Member States amending Regulation (EEC) no 1612/68 (OJ EU L 158,
30.4.2004, p.77-133). This directive has been transposed into the Slovak legal system. Slovakia
is now in the situation where all limitations of movement of persons are abolished and persons
from other Member States as well as from the third states can freely perform their employment
and business activities, if they comply with all stipulated requirements. In spite of the fact that
there are many legal provisions both at national and international level, we still face the negative
phenomena at the labour market, mainly the illegal work. The free movement of persons ensures
the flexibility of labour force on the basis of possibility to migrate freely for the EU citizens for
the purpose of their employment in other Member State. Also current changes in work
arrangements are evoked by demands and moves in external environment, increased
competition, introduction of new technologies and their accessibility and last, but not least,
increase in prestige of some professions on the market and help to find the job in other EU
countries (Bajzikova et. al., 2013a).

In fact, scholars have found a positive correlation between EU immigration influences and
incidences of employment flexibility (Raess and Burgoon, 2013). European integration has also
shown that borders between countries are flexible and constructed and fabricated by states
(Berman, 2003), by the European Commission (Konstantinova, 2013) and also by transnational
(global) companies. Since the early 2000s the Union has been aiming to develop the tools that
will allow controlling immigration according to the needs of the European labour market (Apap;
2002). Borders can be more about civil rights and duties than about controlling flows of
population. (Zielonka, 2001). The main areas in which state regulations define the opportunity
structure which include or exclude immigrants (Entzinger, 2000; McLaren, 2001) are politics,
markets, welfare and culture (Careja and Andress, 2013).

Based on EU documents the labour migration is seen as an instrument for addressing
economic and demographic needs (Menz, 2009). The approaches to labour market and the
policies vary from country to country (Geddes, 2003; Caviedes, 2010). We can see the open
access to all economic sectors, to access limited to certain sectors; from allowing free
movement of immigrants on the job market, to restraining it; from allowing open-end
employment contracts, to restriction to temporary arrangements, reflecting the way in which

66



16" International Scientific Conference Globalization and Its Socio-Economic Consequences
University of Zilina, The Faculty of Operation and Economics of Transport and Communications, Department of
Economics 5t — 6! October 2016

each country manages labour migration so as to fit into perceived economic needs (Careja and
Andress, 2013).

2. Mobility of labour market in Slovakia

Slovakia is culturally homogenous country that was affected by the dramatic increase of
migration during the course of 20th century. Until recent times the Slovak Republic has been
exclusively the country of origin of migrants, it means the country from where its citizens were
migrating to abroad from different reasons. Slovakia does not rank among traditional countries
of destination of migrants. More significant changes were brought by the accession of Slovakia
to the European Union and to Schengen area. In the period after the year 2004 illegal and asylum
migration have been reduced in Slovakia and at the same time the volume of legal migration
has been tripled. Despite the fact that that the number of foreigners was second highest in
Slovakia from among all EU Member States in the period of 2004-2008 (14%), the
representation of foreigners in the total number of population still remains low, representing
today 1.5% of the population and their number is growing slowly, although with continuous
growth. In the year 2014 there were 8072 persons more living in Slovakia than in the previous
year, which represents the 10.5% growth (as of the end of the year 2015 there were ar