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Mobility of Human Resources and Possible Organizational Rewards for Retaining 

Employees at Work 

 

Turnea Elena-Sabina  

Prof, Alexandru Ioan Cuza University of Iași, Romania  

sabina.turnea@yahoo.com, sabina.turnea@uaic.ro 

 

 

Abstract  

 

Human resources’ mobility can be analyzed from the international perspective, and from the national point of 

view too. As an international phenomenon, mobility is encouraged by states' political aspects (offering financial 

aids to minorities until finding a job, employment opportunities exposed on the on-line portals, etc.). According 

to Eurostat, the percentage of the active population in Romania with ages between 20 - 64 years who left the 

country has tripled in the last decade, from 7.5% in 2007 to 19.7% in 2017 (European Commission, 2019). When 

we refer to the national mobility of human resources, we consider the leavings of employees and their 

employment in other organizations in the same country, and not necessarily in the same field of activity. 

National mobility brings losses to employers. For example, the rate of fluctuation of employees from the area of 

information, technology and communications in Romania is 20-30 % (Juncu, 2018), and companies indicate that 

when an employee leaves a company from this industry, it is generated an expenditure up to 20 times its monthly 

salary (Stanciu, 2015). In this paper are analyzed the organizational rewards that keep employees at work in 

Romania, regarding three categories of respondents, from various areas of activity: employees from 

multinational companies, employees from Romanian companies and students from master and doctoral 

programs. The results indicate that: employees from multinationals focus on monthly salary, job security and 

advancement opportunities; employees from Romanian companies prefer as rewards learning opportunities, 

monthly salary and financial assistance for relocations; master and PhD students consider essential the monthly 

salary, opportunities for advancement and flexibility of the working program. 

 

Keywords: fluctuation, human resources, mobility, organizational rewards, Romania 

JEL Classification: J33, M21, M52, O15 

 

1. Introduction 

The mobility inside the European Union (EU) of persons refers to the total number of EU citizens, of all ages, 

living in an another state member than the origin one (including pensioners, students and workers) (European 

Commission, 2019). The mobility of human resources inside the EU is related to the employees of the EU states, 

and it assumes that they choose other states in which to work in. This phenomenon takes into account 

determinants such as: economic, geographical, cultural, demographic and others (Mayda, 2010). 

The mobility of human resources has two possible perspectives: international and national. Human resource 

mobility, as an international phenomenon, is encouraged by the states' police (by offering financial aid to 

minorities until they find a job, by employment opportunities on online portals, eliminating visa restrictions, 

etc.). When we refer to the national mobility of human resources, we consider the resignations of employees 

from Romanian companies and their employment in other organizations, not necessarily in the same field of 

activity. Mobility at national level brings losses to employers. For example, considering the rate of fluctuation 

for the employees in and communications field, in Romania this reaches on average 20-30% (Juncu, 2018), and 

companies indicate that, when an employee leaves from a company, there are loses up to 20 times its monthly 

salary (Stanciu, 2015). information technology 
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2. What mobility of human resources means? 

According to the Explanatory Dictionary of Romanian Language (2019), the mobility of population (fr. mobilité; 

lat. mobilitas) takes into account all changes during a period of time and its characteristics regarding: profession, 

social class, domicile, etc. and also it is influenced by different socio-economic factors. 

Geis, Uebelmesser and Werding (2013) believe that, mobility of human resources does not represent the result of 

a spontaneous decision, but of a long term decision process, and that, institutions in the countries chosen as 

destinations should assume an extremely important role (Geis, Uebelmesser and Werding, 2013). For example, if 

public regulations prevent the entry of foreign citizens into labor market, later, individuals will prefer to choose a 

destination with more flexible regulations (Geis, Uebelmesser and Werding, 2013). Similarly, Geis, Uebelmesser 

and Werding (2013) approve that older people should prefer countries where the health care system is better, and 

that parents should be attracted by states that provide to their children better education systems (Geis, 

Uebelmesser and Werding, 2013). An another interesting idea is that, if employers want to move to another 

country, they should do it with their own employees (Stark and Bloom, 2013). 

Based on the results of a study, Mayda (2010) draws attention to the fact that it is not clear whether immigrants 

choose countries with higher salaries or vice versa, whether countries with higher salaries or other characteristics 

attract immigrants (Mayda, 2010). However, both, supply and demand for jobs affect international migration. 

The decisions for the action of mobility are made considering the financial incentives, but also the the non-

financial ones, so,  market shapes somehow the job offer (Mayda, 2010). Mayda (2010) also argues that there are 

factors which attract and push human resources (HR) at/to jobs (Mayda, 2010). 

 

 

 

 

 

 

Figure 1: Determinants that attract/push human resources to mobility and maintain them 

Source: adapted after Zimmermann (1996) 

The mobility of human resources in the EU labor market is influenced by the receiving labor force (through 

offering better work conditions, expertise in some particular fields, work with new technologies, organizational 

rewards more attractive than those in the origin country, etc.), as well as favored by states which send labor force 

(through organizational rewards less attractive compared to those from other member states, poor work 

conditions, outdated technologies, etc.). Moreover, there are determinants that maintain or restrict this mobility, 

in order that people to choose to work in ther countries: the use of advanced languages, cultural differences, 

political, fiscal and social assistance contexts, personal, academic or lifestyle reasons. 

Mobility of human resources can be analyzed considering factors or determinants, two slightly different concepts 

if we take into into account causality. While the factor is a condition or circumstance that can 

influence/determine/explain an action, process or phenomenon (Explanatory Dictionary of the Romanian 

Language, 2019), a determinant has a decisive role for an action, process or phenomenon, indicating a clear 

cause for the latter. 

Therefore, determinants are firm, indicating a clear cause-effect connection, and factors have a probability with 

which can appear in a process, a phenomenon or an action. Factors indicate a weaker link between independent 

and dependent variables, while determinants confirm strong links. For example, a factor for human resource 

mobility can be age (if it is close to retirement, people will certainly not want to continue their careers abroad), 

Mobility of HR Determinants that push HR 

towards mobility 
Determinants that attract HR to 

mobility 

Determinants that maintain the 

HR 
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and a determinant may be the financial shortcomings for a family (parents who desire a secure income for their 

children will aim to earn better abroad, if they would not reach the desired financial comfort in their country). 

In the example given above, age cannot be a determinant, because if people are young, this does not mean that 

they are motivated by this aspect to migrate to other jobs outside the country. At the same time, money 

shortcomings for famillies cannot be just a factor, because if this basic need is not accomplished, then parents 

will become almost forced, determined to go abroad to change their financial situation. 

3. Factors that influence mobility and types of mobility 

Borza, Popa and Osoian (2019) believe that the factors that influence mobility of human resources can be 

grouped into five categories (Borza, Popa and Osoian, 2019): 

• Economic factors, such as: imbalances and deficits in the origin country, economic recessions, 

adjustments that are made at national level regarding the minimum wage, etc .; 

• Institutional factors: gaps in labor law, which affect employees and employers as well, poor 

coordination between specific institutions of labor market, institutional actors who do not timely respond to 

changes in the labor market requirements; 

• Factors related to education and training which include: skills, abilities and competences of human 

resources, new modern requirements regarding vocational training, etc.; 

• Social factors are those related to the decrease of purchasing power, the uncertainty of long-term 

income and the relatively low income in case of unemployment; 

• Other factors, related to how labor market and Human Resources Management are managed; these 

factors are in general related to the competences of states. 

Other studies indicate that wage differences is the most important factor in taking the decision to leave a country 

of origin (Bunduchi and Others, 2019; Geis, Uebelmesser and Werding, 2013). Similarly, Giurgiuca and Others 

(2018) indicate that, 79% of the employees leave their country because of financial reasons (Giurgiuca and 

Others, 2018). 

We consider that Borza, Popa and Osoian (2019) analyze the factors that influence the mobility of human 

resources at the macroeconomic level. These are not necessarily valid only to find a job abroad, as people may 

want to move out from their country also because of other reasons: poor quality of living standards, poor health 

system, the lack of prosperous economy, etc.  

The differences between wages appear due to institutions' policies and are mainly reflected in less developed (or 

developing) countries. Financial reasons may also arise due to large differences in wages between states, but 

these certainly have a subjective impact since there are people who have the same monthly salary, and only a 

part of them decide to go abroad or to find out other jobs in the origin country. 

In other words, mobility can occur internationally or nationally in several situations: 

• When people have (or do not have) a job in Romania and they go abroad for various reasons (they want 

to have access to other study programs, they desire a higher standard of living or perhaps want to earn more 

money, etc.); 

• When people have (or do not have) a job in Romania and want to open a business abroad or in their 

country, not necessarily in the field in which they work; 

• When people have a job in Romania and want to go to another job in the same country, not necessarily 

from the same field of activity and in the same location where they are currently working; 

• When people do not have a job in Romania and want to find a job in their country, not necessarily in the 

same location where they currently are. 
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The mobility of human resources in the EU labor has two levels: the internal (national), referring to the mobility 

of employees between the organizations in their origin country, respectively the external one (international, 

inside the EU area). Mobility is also specific to a population, but in this paper we refer strictly to the mobility 

inside Romania.  

4. Methodology 

This paper is based on a quantitative research conducted in 2016 (Turnea, 2017). Initially it was a study 

conducted on 627 individuals in order to analyze total reward elements in Romania. From the results obtained, in 

this paper are presented only the organizational rewards which are preferred by employees to stay longer in the 

organizations where are employed in. 

The research sample is triangulated in the following categories of individuals: employees from Romanian and 

multinational firms and students from master and doctorate programs. We have choosed not to involve 

undergraduate students in the sample, because, after two pre-testing phases (Turnea, 2017), it was shown that, 

they do not have work experience, and implicitly, they cannot self-evaluate what they want in terms of 

organizational rewards.  

Therefore, the objective of the present research is to analyze the organizational rewards preferred by the 

employees, useful for reducing the interorganizational mobility. 

5. Main results 

In the following section are presented the most important organizational rewards for the three categories of 

respondents from the sample. Basically, people were asked to tick on a scale from 1 (minimum) to 5 (maximum) 

the importance of 25 rewards that make them to stay in organizations, after employment. 
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Table 1: Organizational rewards for employees from multinations  

 

Organizational reward N Mean Std. deviation 

Monthly salary 305 4.68 0.60 

Premium pay 300 4.10 1.05 

Individual Incentive pay 302 4.51 0.79 

Group Incentive pay 303 4.23 0.94 

Organizational incentives 298 3.55 1.32 

Health benefits 303 4.42 0.88 

Retirement benefits 303 3.96 1.07 

Program flexibility 304 4.31 0.93 

Workplace flexibility 301 3.43 1.32 

Pay for time not worked 304 4.17 1.03 

Wellness and recreation services 302 3.57 1.24 

Work conditions 305 4.26 1.04 

Workplace safety 305 4.66 0.75 

Opportunities for community 

involvement 

305 3.15 1.22 

Financial support for exceptional cases 302 3.75 1.19 

Advantages for employee status 304 3.72 1.16 

Initiatives for modernization 305 3.76 1.16 

Individual performance development 303 4.32 0.87 

Merit recognition 304 3.97 1.14 

Learning opportunities 304 4.38 0.90 

Mentoring/coaching programs 303 4.00 1.05 

Opportunities for promotion 304 4.59 0.76 

Assistance and help for relocation 301 3.90 1.17 

The prestige and reputation of the 

company 

304 3.88 1.09 

Financial support for traveling 305 3.71 1.31 

Source: analyzed from questionnaire. 

 

Post employment, the top rewards for corporates (details in Table 1) were: monthly salary ( M = 4.68), job 

security (M = 4.66) and advancement opportunities (M = 4.59). Basically, employees from multinationals are 

pragmatic, focusing on job security, money and promotion (probably for their own prestige). Some non-answers 
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were recorded for this question, but at the same time, differences are not significant between the number of 

respondents (N) for all the sub-items. 

After employment, the top rewards for the employees that work for Romanian companies were: learning 

opportunities (M = 4.73), monthly salary (M = 4.61) and assistance and help for relocation (M = 4.60). We have 

to mention that, considered separately, the piece of sample of 77 employees is not representative for the study. 

Detailed results are illustrated in Table 2. 

What we can conclude for this category of respondents is that, employees from Romanian companies want to 

learn more in order to develop themselves. We consider that the presence of corporations in Romania could be a 

plus, in the sense that, these could teach employees how to plan, organize and controll work (which are three 

important functions of management). However, monthly salary is again important for employees, and it is 

natural to be so, given that, in the European Union, Romania has low salaries levels (excluding the information 

technology field of activity). We consider that, the last favorite reward (assistance and help for relocation) arises 

due to the non-representativeness of the sample.  
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Table 2: Organizational rewards for employees from romanian companies  

Organizational reward N Mean Std. deviation 

Monthly salary 77 4.61 0.65 

Premium pay 77 4.10 1.14 

Individual Incentive pay 77 4.40 1.00 

Group Incentive pay 77 4.53 0.98 

Organizational incentives 77 4.22 1.35 

Health benefits 77 4.43 0.72 

Retirement benefits 77 4.25 1.05 

Program flexibility 76 4.37 1.00 

Workplace flexibility 77 4.13 1.18 

Pay for time not worked 77 4.08 1.14 

Wellness and recreation services 77 3.71 1.40 

Work conditions 77 4.01 1.12 

Workplace safety 77 4.55 0.70 

Opportunities for community 

involvement 

77 3.86 1.04 

Financial support for exceptional cases 77 4.21 0.86 

Advantages for employee status 77 4.22 1.17 

Initiatives for modernization 77 4.23 1.10 

Individual performance development 77 4.31 1.03 

Merit recognition 77 4.08 1.38 

Learning opportunities 77 4.73 0.60 

Mentoring/coaching programs 77 4.18 1.06 

Opportunities for promotion 75 4.56 0.84 

Assistance and help for relocation 77 4.60 0.89 

The prestige and reputation of the 

company 

77 4.55 0.93 

Financial support for traveling 77 4.10 1.32 

Source: analyzed from questionnaire. 

 

Post employment, the 5 top rewards for the students from master’s and doctoral programs were: monthly salary 

(M = 4.66), advancement opportunities (M = 4.56) and program flexibility (M = 4.53). Detailed results are 

illustrated in Table 3. 
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Table 3: Organizational rewards for PhDs and masteral students  

 

Organizational reward N Mean Std. deviation 

Monthly salary 245 4.66 0.47 

Premium pay 245 4.20 0.82 

Individual Incentive pay 245 4.27 0.92 

Group Incentive pay 243 3.69 1.15 

Organizational incentives 245 3.57 1.30 

Health benefits 245 4.32 0.92 

Retirement benefits 244 4.23 1.06 

Program flexibility 245 4.53 0.74 

Workplace flexibility 245 3.51 1.24 

Pay for time not worked 245 4.31 0.87 

Wellness and recreation services 245 3.27 1.41 

Work conditions 245 3.82 1.19 

Workplace safety 245 4.44 0.98 

Opportunities for community 

involvement 

243 3.10 1.30 

Financial support for exceptional cases 244 3.45 1.23 

Advantages for employee status 245 3.86 1.13 

Initiatives for modernization 244 3.34 1.16 

Individual performance development 245 3.93 1.01 

Merit recognition 245 4.04 1.06 

Learning opportunities 245 4.33 0.77 

Mentoring/coaching programs 245 4.07 1.04 

Opportunities for promotion 245 4.56 0.92 

Assistance and help for relocation 245 3.60 1.20 

The prestige and reputation of the 

company 

244 3.99 1.00 

Financial support for traveling 245 3.42 1.44 

Source: analyzed from questionnaire. 

 

The goal of advancement from the beginning of career, in the conditions in which, students usually do not have 

so much professional experience, is unfounded. Career is gradually build through work, proposals for innovating 

the work processes, continuous collaboration with stakeholders and individual progressive development. Again, 
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monthly salary is in top 3 rewards, but again, we believe that, at the beginning of career, the new employees’ 

stake should not be this reward. Flexibility in what concerns the work program is the most appropriate reward, 

since students from Romania, want as much as possible to keep a balance between the work program and the 

study one. 

6. Conclusion 

In this paper are analyzed organizational rewards as possible ways of retaining employees at work. There are 

differences between respondents within the sample of the study regarding preferences of rewards, but are not so 

significant. The results remain somehow stable in what concerns the preference for monthly salary. While 

employees from multinationals desire advancement opportunities and a certain income, employees from 

Romanian companies empathize with learning opportunities. We consider that PhDs and students from master 

programs are not realistic regarding the importance of organizational rewards and that, the flexibility of work 

program is the most useful reward for them. 

The results obtained are useful for managers from Romania and especially for human resource managers. Further 

studies can be made on correlations between internal mobility and concrete organizational rewards offerered by 

companies from Romania. The main limits of the study are the restricted sample and the subjective answers on 

the questionnaire. 
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Abstract 

To analyze the behavior of the wage gaps by regional gender and discuss the existence of a convergence process. 

The study covers the 2005-2018 period using quarterly information from the National Occupation and 

Employment Survey (ENOE). The convergence measurement is made using the indicators of β and σ 

Convergence, and the decomposition of the wage gap is obtained from the Fortin, Lemieux, and Firpo (2011) 

methodology. The results allow us to affirm the existence of convergence of both β and σ type. The first of the 

concepts of convergence indicates that the regions with the highest wage gap by sex during the study period 

showed a greater reduction, on average the absolute convergence is presented at an annual rate of 7.0%, a 

coefficient that does not present significant changes if they consider different specifications in the convergence 

estimate, such as the inclusion of the unemployment rate, fixed effects, etc 

Keywords:  Labor market; Salary difference; Regional Analysis 

 

1. Introduction 

The female participation in the Mexican labor market has increased from 17.6 percent in 1970 to 41.8 percent 

today, according to the 2010 Population Census (INEGI, 2010), 51.2 percent of the total population are women, 

from of which 42.5 percent are part of the economically active population, and of this universe, 94.8 percent are 

employed, their average income level is equivalent to 80 percent compared to men (Rodríguez (2018)). 

Although there is greater incorporation of women into the labor market, they continue to maintain high 

inequality. There have been innumerable investigations at international level on the topic of gender pay 

inequality, although the regional perspective has been little investigated, the research found can be mentioned by 

Enamorado et al. (2009) for Central America; Galvis (2011) for Colombia; Liu et al. (2000) for Shanghai and 

Jinan, China; Hirsch (2013) for Germany; Del Río et al. (2008) referring to communities in Spain, as well as that 

of Ñopo et al. (2011), in most of the works, the fact that women continue to obtain lower salaries about men, 

although they have the same or more productive attributes such as education and experience.  

In Mexico, research with a regional approach has been carried out by Mendoza and García (2009); Rodríguez 

and Castro (2014); as well as Castro et al. (2015), Rodríguez (2018), where gender pay gaps are in favor of men. 

All the studies that have analyzed the subject have highlighted that men receive higher remuneration than 

women, even though they have increased their educational years and their participation in the labor market. 

Therefore, how can one explain that this difference exists? 

http://www.rsepconferences.com/
mailto:david.castro@uadec.edu.mx
mailto:reynarodriguez@uadec.edu.mx
mailto:rramos@ub.edu


17th RSEP International Economics & Social Sciences Conference – Virtual/Online 

6 April 2020, Holiday Inn Piramides, Madrid, Spain 

 

www.rsepconferences.com                  CONFERENCE PROCEEDINGS         ISBN: 978-605-06961-2-7/April 2020 

 

 

 

          12 

 

The above statement is pertinent given the growing regional disparity in Mexico since in the country there are 

large regional and local differences in the use of productive resources, economic activity and the standard of 

living that have occurred, since times before commercial opening. Almost 35 years after Mexico joined the so-

called World Trade Organization (WTO) and more than 25 years after the signing of the North American Free 

Trade Agreement (NAFTA) it can be seen that there has been a relocation of activities economic conditions of 

the country, causing that it is no longer only the central region the most important economic engine. However, 

this same relocation has resulted in not all regions being able to attract investment that contributes to economic 

growth and therefore, workers in each of the regions are affected differently. 

An additional element to note is the absence of studies that explore the presence of convergence in the regional 

wage gap, as well as in the factors of characteristics and returns, and in the different segments of the distribution, 

a fact that justifies the realization of a study that Seek to answer the following questions: There is regional 

convergence in the gender wage gap in Mexico in the first two decades of the XXI century? If so, what kind of 

convergence is presented?; What factors (characteristics or returns) are most relevant in the convergence 

process? Does convergence occur in the different segments of the salary distribution? 

The document aims to analyze the behavior of wage gaps by regional gender and discuss the existence of a 

convergence process. The study covers the 2005-2018 period using quarterly information from the National 

Occupation and Employment Survey (ENOE). The convergence measurement is made using the indicators of β 

and σ Convergence, and the decomposition of the wage gap is obtained from the Fortin, Lemieux, and Firpo 

(2011) methodology. 

According to the literature reviewed, the hypothesis of this work would be expected that the gender wage gap in 

Mexico tends to converge between regions, being greater in those regions that have a greater gap. 

The preliminary results confirm the existence of convergence of both β and σ type. The first of the concepts of 

convergence indicates that the regions with the highest wage gap by sex during the study period showed a 

greater reduction, on average the absolute convergence is presented at an annual rate of 7.0%, a coefficient that 

does not present significant changes if They consider different specifications in the convergence estimate, such 

as the inclusion of the unemployment rate, fixed effects, etc. 

The  convergence is expressed by reducing, in time, the dispersion of the wage gap by gender between regions, 

so during the study period, the standard deviation of the wage gap showed a reduction.  

The previous results allow to affirm that in general terms the wage gap by gender in Mexico in the last five years 

tends to converge between the regions; this fact can be interpreted as an indication of the effectiveness of public 

policies aimed at reducing the wage gap in Mexico, however, it is necessary to identify the source of such a 

convergence process, that is, if it can be associated with factors linked to the provision of capital human by sex 

or failing to match the yields of such factors by gender. 

The main contribution is that the results of this document will identify the behavior of the gender wage gap in 

the different regions of Mexico, as well as the elements that influence its performance. 

The rest of the work is structured in four sections. The first makes a discussion about the wage gap and its 

evolution; as well as the review of empirical evidence; The following section deals with the methodology and 

data used; In the third, an analysis of the regional convergence of the wage gap in Mexico is carried out. Finally, 

the main conclusions and bibliographical references section are included. 

2. The Wage Gap and Its Evolution. 

The wage gap understood as the difference in the remuneration that men and women receive has been studied for 

several decades. Studies on the evolution of the gender wage gap indicate that it has been reduced over time. 

Weichselbaumer and Winter-Ebmer (2005) carry out a meta-analysis exercise on the wage gap considering 

studies since 1970 for different countries and find that the magnitude of wage differences by gender decreased. 

Moral-Arce et al (2011) recorded the same behavior for Spain in the period 1995-2002; Blau and Kahn (2017) 
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do the same in the United States from 1980 to 2010 and document a systematic reduction. While McGuinness 

and Pyper (2018) report that in the last 20 years the gender pay gap has narrowed in the United Kingdom. 

From the studies indicated above, it can be affirmed that in general there seems to be a consensus, in the sense of 

a reduction in the wage gap over time, although not necessarily in the same magnitude. 

What has been the evolution of the wage gap in the case of Mexico? In recent decades, significant progress has 

been made in measuring and understanding the wage gap and its components, although studies analyzing the 

behavior of the gender wage gap over a relatively long period are scarce. However, from the classification of 

documents based on temporary coverage, it is possible to identify some behavior patterns. 

Studies that analyze the period of the eighties and first half of the nineties, regardless of the source of 

information used, find that in general, the gender wage gap against women increased (Alarcón and McKinley, 

1994; Brown, Pagán and Rodríguez-Oreggia, 1999); However, when the analysis focuses on sectors associated 

with the commercial opening, the wage difference is reduced (Artecona and Cunnigham, 2002 and Hazarica and 

Otero, 2004), a fact that seems to indicate that the commercial opening, initiated in the mid-eighties, has a 

favorable effect in reducing the wage gap, as would be expected under a more competitive scheme; fact that 

consolidates from the 21st century for different sectors and segments of the target population (Popli, 2013; 

Rodríguez and Castro, 2014a; Arceo-Gómez and Campos-Vázquez, 2014; Rodríguez, Ramos and Castro et al, 

2017; Pérez and Lugo, 2017 and Rodríguez, 2018). 

Although the previous results show behaviors at the national level, the dynamics can be different between 

regions, Rodríguez and Castro (2014a) make a national and regional analysis, considering the period 2000-2004, 

and find that despite the salary gap by Gender is reduced in the study period, the gap between regions is wide 

and does not show a tendency towards convergence. Rodríguez, Ramos, and Castro (2017) study the wage gap in 

Mexico for workers in the public and private segments (2005-2015) and obtain a reduction in the different 

groups; however, in the analysis for the state of Coahuila, the behavior of the wage gap goes in the opposite 

direction for the same segments (Rodríguez, Castro and Fernández, 2017). 

On the other hand, Rodríguez and Castro (2014b) show that the wage gap between Saltillo and Hermosillo, 

during the 2005-2011 period, has different behaviors, indicating that not all regions follow the same behavior. 

An additional element to consider in studies on the gender pay gap is its performance at the different points of 

the distribution; about; Balotha and Fernandez (2018) analyze the behavior of the wage gap between 1989-2014 

considering different segments of the distribution, finding effects found, increase in the wage gap in the lower 

part of the distribution and reduction in the high salary segment, done that they associate with differences in the 

elasticity of substitution of men for women, while Rodríguez (2018) analyzes the wage gap in the period 2005-

2015 and finds that the wage difference by gender is reduced, although unevenly throughout the distribution.  

The components of the wage gap that have allowed its reduction is another element of analysis, Rodríguez, 

Ramos, and Castro (2017) find that the source of the reduction corresponds to the unexplained part of the wage 

gap, a result that is shared by Arceo- Gómez and Campos-Vázquez (2014) when considering performance 

throughout the distribution and selection of participation. 

From the above, it is possible to establish some relevant elements on the gender wage gap in Mexico, among 

which the fact that from the 21st century, at the national level, the wage difference is reduced, considering 

different segments (public and private, formal and informal workers), as well as the source of such reduction 

corresponds to the unexplained factor, however, the results have less consensus when it is questioned whether 

the previous behavior occurs along the salary distribution, as well as at the level of federative entities. An 

additional element to note is the absence of studies that explore the presence of convergence in the regional wage 

gap, as well as in the factors of characteristics and returns, and in the different segments of the distribution, a fact 

that justifies the realization of a study that Seek to answer the following questions: There is regional convergence 

in the gender wage gap in Mexico in the first two decades of the XXL century? If so, what kind of convergence 

is presented ?; What factors (characteristics or returns) are most relevant in the convergence process? Does 

convergence occur in the different segments of the salary distribution? 
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3. Data and Methodology 

The source of information is the National Occupation and Employment Survey (ENOE), which publishes 

quarterly information with representativeness at the level of the federative entity. It contains individual records 

of the sociodemographic and labor characteristics of the employed population. For this study, the population on 

which the information is built is made up of workers of both sexes, from all economic sectors, age range from 16 

to 65 years, with positive income and not exceeding 100 thousand pesos per month and working hours between 

15 and 70 hours per week. The income information was deflated to the second half of July 2018 and expressed in 

hourly wages. 

From the individual records, a data panel is formed, composed of 32 cross-sectional observations (states) and 14 

longitudinal observations (2005-2018), with information on the wage gap by gender and its components, in 

different sections of the salary distribution Fortin, Lemieux and Firpo (2011) technique are applied. This 

methodology is structured in two steps. The first - following Firpo et al. (2009) -, part of the estimation of a 

Mincer equation, where the logarithm of the hourly wage (dependent variable) is replaced by what the authors 

call a “recent influence function” (RIF). The RIF is obtained as a transformation of the original dependent 

variable and shows the importance of each available observation of the independent variables in the 

determination of the dependent variable. The expected value of the RIF can be specified based on a linear 

approximation of the explanatory variables considered, such as personal characteristics (age, schooling) and 

employment characteristics (work experience, occupation, working hours); that is, a regression of the RIF is 

estimated for each of the quantiles of the hourly wage log on the explanatory variables. 

                                                (1) 

Where   represents each of the quantiles of the distribution of wages and fw represents the complete 

distribution of wages. In the process, the estimated coefficients are interpreted as the effect of an increase in the 

average value of an explanatory variable on the quantile  of the distribution. 

In the second step, when estimating through ordinary least squares, a standard Oaxaca-Blinder decomposition is 

developed on the hourly wage differential along with the hourly wage distribution. However, the decomposition 

is applied to each quantile, based on the estimates obtained from the RIF regression. The decomposition takes 

the following form: 

              (2) 

Where is the difference between the quantile of the salary distributions of women and men workers in 

Mexico.  represents the difference in the average of the characteristics observed between women 

and men. The second component of the equation is  and it represents 

the differences in the yields between the two groups of workers, of the characteristics of each market (effect of 

coefficients), that is to say, the differences in the coefficients not explained by the differences in the 

characteristics observed by the different workers. 

The concepts of β-convergence and σ-convergence are used to measure the presence of convergence, which are 

the most commonly used in economic literature. 

Returning to Sala i Marti (1996) and adapted to the particularities of the document, β-convergence will be 

obtained if in the cross-section of the regional economies there is a positive relationship between the rate of 

reduction of the wage gap by gender and the initial level of the wage gap, or in other words, there will be β-

convergence if the regions with the highest wage gap by gender reduce inequality more rapidly than regions with 

lower-wage differences. This way of measuring convergence would be capturing the mobility of states in the 

distribution of the wage gap.  
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On the other hand, there will be σ-convergence if the dispersion of the wage gap between states tends to reduce 

overtime, indicating how the distribution of the gap evolves. 

conventional carry select adder performs better in terms of speed. The delay of our proposed design increases 

lightly because of logic circuit sharing sacrifices the length of the parallel path.   

However, the proposed area-efficient carry select adder retains partial parallel computation architecture as the 

conventional carry select adder area and power consumption of the regular CSLA. To replace the n-bit RCA, an 

n+1-bit BEC is required. A structure and the function table of a 4-bit BEC are shown in Figure.2 and Table .2, 

respectively. 

4. Regional Convergence of the Wage Gap in Mexico 

To answer the questions in the document, this section will analyze the gap in wages and wages by gender, as 

well as the regional convergence in Mexico. 

Graph 1 shows the difference in working hours between men and women from 2005 to 2018. As you can see the 

disparity is always in favor of men, however, a reduction is revealed in the year 2009 to 2011, At this time, the 

country suffered from a slowdown in its economy, due to the economic crisis that was experienced worldwide. 

Figure 1 

Mexico: Difference in working hours, men women. 2005-2018. 

 

Source: Own elaboration based on quarterly microdata of ENOE, 2005-2017. 

The behavior of the average wage gap by gender at the national level, which is presented in graph 2, where a 

value of 0 indicates the absence of gap, lower values relatively favorable remuneration for men and higher 

values, wage advantage for women. 

From the information provided in Figure 1, it is possible to highlight some relevant elements: i) the average 

salary difference by gender is in favor of men with values that fluctuate between -0.10 and -0.02 logarithmic 

points; ii) the gap tends to narrow. 
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The behavior observed is in correspondence with the results recorded in other countries, and with the studies 

carried out for Mexico since the beginning of this century. 

The relatively small differences in the average wage gap by gender, as shown in Figure 2, do not imply the 

absence of disparity in labor wages by gender; What it is indicating is that the average hourly wages between 

men and women are similar, although the working hours may be different, as well as the endowment of human 

capital, expressed by years or level of education and experience. 

The decomposition of the wage gap, through the Oaxaca-Blinder methodology, in the explained and unexplained 

part, provides relevant information to understand the behavior of the total wage gap. 

The explained part, component associated with the endowment of capacities, indicates that women on average 

have more human capital (years of schooling and / or experience) than men, therefore, should receive higher 

salaries than them, which is why which value is positive, of the order of 0.05 logarithmic points; It is also 

important to highlight the stability of this component throughout the period, as seen in the upper line. 

The unexplained component, corresponding to factors not associated with the endowment of human capital, such 

as discrimination, indicates, in the first place, that if women had the same capacity endowment as men, the wage 

disadvantage by gender would be greater; and secondly, that the differences associated with this factor have been 

reduced over time; Thus, the unexplained element of the wage gap constitutes the main source of wage 

convergence, which can be interpreted as an indicator of lower-wage discrimination by gender in the Mexican 

labor market. 

Figure 2 

Mexico: Average quarterly wage gap by gender, total, and decomposition, 2005-2017. 

 

Note: The salary gap is (LnMujeres-Lnhombres). 

Source: Own elaboration based on quarterly microdata of ENOE, 2005-2017. 

One of the main criticisms of the Oaxaca-Blinder methodology is that it provides information on the average 

wage gap, but not on other points in the distribution. The magnitude and behavior observed in graph 2 lead us to 

ask if these indicators are kept in the lower and upper part of the salary distribution. 

Gender gap 
L. Gender wage gap 
 

 

Gap explained 
L. Gap explained 
 

 

Gap not explained 
L. Gap not explained 
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Graph 3 shows the salary gap for four different points of the distribution (10th, 25th, 75th, and 90th percentile), 

which show a behavior that deserves to be highlighted by two elements: i) the wage gaps tend to favor women; 

ii) the women's salary disadvantage decreases the higher the income percentile, even in the upper part of the 

distribution, the average salary of the 75th and 90th percentiles favors women, a fact that has strengthened over 

time. 

The previous results show that although the behavior of the gender wage gap follows the same performance 

throughout the distribution, a trend favorable to women, the initial situation is different, with a greater 

disadvantage for low-income women. 

Figure 3 

Mexico: Quarterly wage gap by gender and percentiles, 2005-2018. 

 

Source: Own elaboration based on quarterly microdata of ENOE, 2005-2017. 

A natural question is whether the greater wage gap against women in the lower part of the distribution is related 

to the lower endowment of factors associated with the lower relative performance of their endowments. 

The behavior of the wage gap not explained by gender by percentiles, graph 4, indicates that the difference in the 

yields of the factors is a relevant element to explain the disparity in the wage gap, indicating that women who 

receive lower incomes also have greater relative disadvantage concerning men, a fact that can be interpreted as 

an indicator of greater discrimination for this group of women. However, it is pertinent to note the presence of a 

trend towards the reduction of the unexplained wage gap, especially of lower income levels, and with it greater 

convergence between the different percentiles. 
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Figure 4 

Mexico: Quarterly wage gap not explained by gender and percentiles, 2005-2018. 

 

Source: Own elaboration based on quarterly microdata of ENOE, 2005-2017. 

Once it has been observed that the average wage gap, as well as in the low and high part of the distribution 

presents a tendency towards reduction at the national level, it is pertinent to establish whether, during the study 

period, the wage gaps of the federal entities of Mexico show this same behavior and also if the indicators tend to 

converge. 

Graph 5 shows the standard deviation of the wage gap by states, which shows a downward behavior over time, 

indicating that the dispersion of the wage gap values between states is reduced over time; This allows us to 

affirm that regardless of the differences in the regional economic structures, during the first years of this century, 

there is a convergence σ in the wage gap. 
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Figure 5 

Mexico: Standard deviation of the wage gap between states, 2005-2018. 

 

Source: Own elaboration based on quarterly microdata of ENOE, 2005-2017. 

As previously mentioned, frequently in the studies on convergence, the presence of this not only implies that the 

wage gap presents a smaller dispersion over time, but also that the regions with the highest salary difference by 

gender decrease at a higher rate than the states that have the lowest wage gap. 

The results of the estimates are presented in Table 1, which includes three different specifications. In the first 

column, only the salary gap of the previous period is considered as an explanatory variable. The results indicate, 

in the first place, that a greater wage gap reduces the disparity, and secondly, that it does so at a rate close to 7.0 

percent, which would indicate the presence of absolute convergence and at a high rate. 

To contrast the consistency of the results, models 2 and 3 include temporary controls and in the latter also the 

unemployment rate. From the results obtained from these estimates, it is possible to maintain that the effect of 

the wage gap on the reduction of the same is maintained without significant changes and also that the 

unemployment rate increases the wage gap by gender, a fact that can be interpreted as indicating that the 

unemployment rate does not equally affect the salary of workers by gender, with women being harmed more. 
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Table 1 

Mexico: Results of regional β convergence estimates. Dependent variable: Variation of the wage gap by gender 

Variable (1) All workers (2) All workers (3) All workers 

Constant 

T 

-0.0041467 

7.83 

-0.0040112 

2.29 

-0.0092849 

4.38 

GWG-1  
T 

-0.0706506 
9.88 

-0.0690764 
9.20 

-0.0693921 
9.30 

Unemployment Rate   0.1615138 
4.36 

Control 

Temporary 

 

NO 

 

YES 

 

YES 

Observations 1632 1632 1632 
 GWG: Gender Wage Gap 

Source: self-made. 

The previous results corresponded to estimates considering all workers; however, it is pertinent to ask whether 

the same behavior occurs for formal and informal workers, given that in studies that analyze the gender wage 

gap considering this classification, different dynamics are observed (Rodríguez, Ramos and Castro, 2017). 

Table 2 presents the results of the estimates considering this classification of workers, and of which some 

relevant elements can be highlighted. In the case of formal employment, in the first place, the stability of the 

effect of the wage gap on the reduction of the same can be highlighted, regardless of the different specifications 

of the model; secondly, the magnitude of the coefficient is not significantly different from that observed 

considering all workers, and thirdly, it is relevant to point out that the positive effect of the unemployment rate 

on the behavior of the wage gap is greater for formal workers. 

Columns 4-6 of Table 2 present the results of the estimates for informal workers, where it can be emphasized 

that the effect of the wage gap of informal workers is less stable about formal workers, but in all cases, there is a 

process of regional convergence, also, the relevance of the unemployment rate in these workers is lower than in 

the formal ones, that is, the unemployment rate in the formal sector has an increase in the wage gap relatively 

greater than in the informal workers. 
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Table 2 

Mexico: Regional β convergence estimates, by type of employment. Dependent variable: Variation of the wage 

gap by gender 

Variable (1)  

Formal 

(2) 

Formal 

(3) 

Formal 

(4) 

Informal 

(5) 

Informal 

(6) 

Informal 

Constant 

T 

0.00038291 

6.85 

-0.0026439 

1.17 

-0.008970 

3.21 
-0.0063328 

7.47 

-0.007458 

3.24 

-0.0111502 

4.18 

GWG-1  

T 

-0.0673844 

8.62 

-0.0670674 

8.41 

-0.067908 

8.55 

-0.0608853 

10.22 

-0.0776194 

10.06 

-0.0784339 

10.18 

Unemployment 

rate 

T 

  0.192927 
3.82 

  0.1087442 

2.72 

Control 

Temporary 

 

NO 

 

YES 

             

YES 

 

NO 

 

YES 

 

YES 

Observations 1632 1632 1632 1632 1632 1632 

 
 

Source: Own elaboration based on quarterly microdata of ENOE, 2005-2017. 

 

5. Conclusion 

Implemented The document aims to analyze the behavior of the wage gaps by regional gender and discuss the 

existence of a process of convergence through the indicators of β and σ convergence, during the period 2005-

2018. 

The results allow us to state, on the one hand, that during the study period there was a reduction in the wage gap, 

this is observed in the different points of the distribution. On the other hand, the main source of the reduction of 

the wage gap is in the unexplained part, associated with the income of the endowments and where the greatest 

disadvantage in the feminine remunerations is in the low part of the distribution, thus, Not only are women with 

the lowest endowments of capital and less income, but they are also subject to greater discrimination. 

The  convergence, which is expressed by reducing, in time, the dispersion of the wage gap by gender between 

regions, indicates that during the study period the standard deviation of the wage gap by regions showed a 

reduction. 

On the other hand, the estimate of convergence type β indicates that the regions with the highest wage gap by sex 

during the study period presented a greater reduction, on average the absolute convergence is 7.0% annual rate, a 

coefficient that does not present significant changes if they are considered different specifications in the 

estimation of convergence, such as the inclusion of temporary effects and unemployment rate, although this last 

variable has a positive effect on the behavior of the wage gap, that is, the unemployment rate increases the 

divergence of the gap regional salary 

The estimates, obtaining the classification of workers by labor, formal and informal condition, do not 

significantly modify the magnitude of the convergence, the most relevant effect may be that in the case of formal 

workers the unemployment rate has a greater effect on the disparity of the wage gap than informal workers. 
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The results obtained in this document are in correspondence with previous studies for other countries or groups 

of countries previously presented and provide elements to maintain that despite the persistent regional 

differences in Mexico, the gender wage gap between regions has been reduced in the first years of the 21st 

century, which could be indicative of the effectiveness of gender equity policies, however, we cannot ignore that 

there are additional elements that could support such behavior as can be the fall in real wages of workers, 

especially male, the increasing labor participation of women, especially in technological and dynamic sectors of 

the economy, and the greater endowment of human capital, among others. Aspects should be studied in future 

research. 
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Abstract 

With acceleration of such emerging global problems as climate change, overpopulation, loss of biodiversity, 

deforestation, soil erosion, air, water and soil pollution modern economy is seeking for new and sustainable 

paradigm on how to operate. A promising concept which can have a positive impact on mitigation of global 

issues is circular economy. Concept is wide and seems to be philosophical in its essence. Therefore, the paper 

breaks down the concept of circular economy. The objective of the study is to identify characteristic elements of 

circular economy. Qualitative content analysis of 35 articles published from 2016 to 2019 and indexed in 

SCOPUS was used to identify the key elements of circular economy. The results show that key elements of 

circular economy are ‘4R+7R’ (24,6%), waste (11,8%), closed-loops (10,8%), design (10,6%), business models 

(9,3%), systems thinking (6,0%), life cycle thinking (6,0%), resource efficiency (5,8%), consumption (4,8%), 

value preservation (3,0%), sharing (2,5%), renewable energy (2,0%), behaviour (1,5%) and industrial symbiosis 

(1,3%). This research indicating specific elements of circular economy reflect the concept as wide tool with 

various specific strategies which has a great potential in contributing to global issue solving.  

Keywords: Circular Economy, Climate Change, Economy, Environment, Qualitative Content Analysis. 

JEL codes: R11, Q01, Q53 

 

1. Introduction 

Up to this point society has lived according to the linear ‘take-make-use-dispose’ consumption model. Global 

population is consuming like we have 1.75 planets Earth and the Earth Overshoot Day is coming earlier year by 

year. Earth Overshoot Day has moved from January 1st in 1970 to July 29th in 2019, which has been the earliest 

ever (Global Footprint Network, 2019). It means that by this specific date humanity has used nature`s resource 

budget for the entire year. After that date humanity lives ‘on debt’ and discourages sustainable development. 

Even worse – ‘unsustainable development’ based on linear consumption accelerates. Last 150 years of industrial 

development have been dominated by linear model of production and consumption in which products are 

produced from raw materials, sold, used and discarded as waste (Geipele I. and Others, 2018, p.66). This also 

has benefited to creation of ‘consumption society’ and created rather inflexible linear consumption patterns. 

From the perspective of energy a great harm has been done to environment, because linear economy is mostly 

driven by fossil fuels, which create great amount of CO2 emissions contributing to climate change, which, 

however, has accelerated such global disastrous events as Amazon rainforest wildfires in 2019 and Australian 

bushfires in 2019-2020. Such extreme events increase the urgency of the situation and accelerate the need for 

research and development (R&D) activities to identify, develop and optimize tools to mitigate these global 

issues. Scientific environment has identified the concept of circular economy already from 1960s, when 

American economist Kenneth Ewart Boulding drew an analogy regarding rather circular than linear flow of 

resources transforming the paradigm from ‘cowboy economy’, which characterises with endless resources and 

ability to abandon problems, to ‘spaceship economy’, where limited resources had to be reused and recycled as 

precondition to sustainable life-support systems (Geipele I. and Others, 2018, p.66). The concept of the circular 
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economy is opposite to the traditional ‘linear economy’ which turns raw materials into waste in the production 

process and which is seen to lead to ecological pollution and removal of natural capital (Zvirgzdins, Plotka and 

Geipele S., 2019, p.704). Circular economy is linked to such global initiatives as climate change mitigation and 

adaption in urban and rural areas, reduction of fossil fuel use and development of renewable energy sources, 

provisioning of food, and reuse of space and recovery of brownfields (Zvirgzdins, Plotka and Geipele S., 2018, 

p.94). The concept has been discussed for years among scientists and the most holistic definition of circular 

economy is given by Kirchherr, Reike and Hekkert (2017, p.p.224-225) and is following: ‘A circular economy 

describes an economic system that is based on business models which replace the ‘end-of-life’ concept with 

reducing, alternatively reusing, recycling and recovering materials in production/distribution and consumption 

processes, thus operating at the micro level (products, companies, consumers), meso level (eco-industrial parks) 

and macro level (city, region, nation and beyond), with the aim to accomplish sustainable development, which 

implies creating environmental quality, economic prosperity and social equity, to the benefit of current and 

future generations.’ However, there is still research gap which needs to be filled as the concept is wide and lacks 

measurability. Identifying the characteristic elements of circular economy is the first step towards creating 

methodology on how to make the concept of circular economy measurable. Therefore, authors have carried out 

qualitative content analysis in order to identify the main elements of circular economy.  

2. Methodology 

Qualitative content analysis of 35 articles published from 2016 to 2019 and indexed in Scopus was used to 

identify the key elements of circular economy. 

Qualitative content analysis is a widely used qualitative research technique. This scientific approach is used to 

interpret meaning from the content of text data. In content analysis, coding categories are derived directly from 

the text data (Hsieh and Shannonc, 2005, p.1277). 

Scopus is the largest abstract and citation database of peer-reviewed literature: books, scientific journals and 

conference proceedings. Database delivers a comprehensive overview of the world`s research output in the fields 

of science, technology, medicine, social sciences, and arts and humanities (Scopus: Access and use Support 

Center, 2019). 

Research objective: to identify characteristic elements of circular economy. 

Research object: the concept of circular economy. 

Research subject: characteristic elements of circular economy. 

Research question: What are the characteristic elements of circular economy? 

Initial search for the scientific literature, which could provide authors with comprehensive answer to the research 

question, was carried out based on key words. Following key words were used for initial search: ‘circular 

economy’ and ‘literature review’. First keyword ‘circular economy’ is directly related to research object, but the 

second key word ‘literature review’ is aimed at narrowing the total amount of literature sources to theoretical 

studies, which have greater potential in discovering the essentials of the concept of circular economy. Entering 

both key words, the search resulted with 1074 search results. Authors limited publishing time-scale of literature 

sources to articles published from 2016 to 2019 and the number of literature sources was narrowed down to 916 

results. Subject area was limited to ‘Social sciences’ narrowing the number of literature sources down to 213. 
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Further selection process of scientific literature sources was carried out based on process of selecting studies 

reflected in Figure 1. After title sift 128 studies were excluded leaving 85 studies for abstract sift, during which 

40 studies were excluded from further selection process. Full text sift were executed on remaining 45 studies, 

which resulted in selection of 35 studies which were included in qualitative content analysis. 

Figure 1. Process of selecting studies for qualitative content analysis (adapted from (Booth, Sutton and 

Papaioannou, 2016, p.99)) 

 

Qualitative content analysis was based on 35 studies indexed in Scopus (Lewandowski, 2016; Moreno and 

Others, 2016; Barrie, Zawdie and Joao, 2017; Kopnina, 2017; Murray, Skene and Haynes, 2017; Nobre and 

Tavares, 2017; den Hollander, Bakker and Hultink, 2017; Masi, Day and Godsell, 2017; Nußholz, 2017; 

Barragán-Escandón, Terrados-Cepeda and Zalamea-León, 2017; Kirchherr, Reike and Hekkert, 2017; Camilleri, 

2018; Schroeder, Anggraeni and Weber, 2018; De Mattos and De Albuquerque, 2018; Shih and Others, 2018; 

Marin and De Meulder, 2018; Wastling, Charnley and Moreno, 2018; Cui and Zhang, 2018; Camacho-Otero, 

Boks and Pettersen, 2018; Lahti, Wincent and Parida, 2018; Geisendorf and Pietrulla, 2018; Stewart and Niero, 

2018; Gregorio, Pié and Terceño, 2018; Laumann and Tambo, 2018; Esposito, Tse and Soufani, 2018; 

Lüdeke‐Freund, Gold and Bocken, 2019; Vanhamaki and Others, 2019; de Carvalho Araújo and Others, 2019; 

Trica, Banacu and Busu, 2019; Prieto‐Sandoval and Others, 2019; Bruel and Others, 2019; Mayer and Others, 

2019; Kjaer and Others, 2019; Tate and Others, 2019; Nosratabadi and Others, 2019). 

Qualitative content analysis was carried out collecting parts of the selected studies which were answering the 

research question. 23 codes were developed from the text fragments. From 23 codes 14 categories were 

developed, defined and analysed. 

 

 

Exclude studies that are not relevant 

based on abstract (40 studies) 

Exclude studies that are not relevant 

based on full text (10 studies) 

Title sift 

Abstract sift on studies 

included at title level    

(85 studies) 

Full text sift on studies 

included at abstract level 

(45 studies) 

Included studies for 

qualitative content 

analysis (35 studies) 

Exclude studies that are not relevant 

based on title (128 studies) 

213 studies 
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3. Results and Discussion 

Results of qualitative content analysis is shown in Table 1 reflecting the characteristic elements of circular 

economy. There are reflected 14 categories as answers to the research question: ‘What are the characteristic 

elements of circular economy?’ Categories are ranked in descending order based on their frequencies. The most 

characteristic elements of circular economy based on results of qualitative content analysis (see Table 1) are 

‘4R+7R’ activities, waste, closed-loops, design and business models, which should be considered as priorities 

when discussing the concept of circular economy. Percentage of Table 1 reflects the share of respective category 

being answer to the research question. 

Table 1. Summary of categories and frequencies of qualitative content analysis 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Developed by authors 

Data of Table 1 is illustrated in Figure 2 which emphasizes ‘4R+7R’ activities (reduce, reuse, recycle, 

remanufacture; refuse, refill, repeat, repair, remediate, reclaim, return) as main element of circular economy. 

Category ‘Waste’ is with second greatest frequency (47), which is followed by ‘Closed loops’ (43), ‘Design’ 

(42) and ‘Business models’ (37) categories. It can be seen that there is a significant drop between category 

‘Business models’ and ‘Systems thinking’ (24) regarding the frequencies of categories of qualitative content 

analysis, emphasizing the previously mentioned categories. A smaller emphasis is given to such categories 

(characteristic elements of circular economy) as ‘Systems thinking’, ‘Life cycle thinking’ (24), ‘Resource 

efficiency’ (23), ‘Consumption’ (19), ‘Value preservation’ (12), ‘Sharing’ (10), ‘Renewable energy’ (8), 

‘Behaviour’ (6) and ‘Industrial symbiosis’ (5). 

 

 

Rank Category Frequency % 

1 4R+7R 98 24,6% 

2 Waste 47 11,8% 

3 Closed loops 43 10,8% 

4 Design 42 10,6% 

5 Business models 37 9,3% 

6 Systems thinking 24 6,0% 

7 Life cycle thinking 24 6,0% 

8 Resource efficiency 23 5,8% 

9 Consumption 19 4,8% 

10 Value preservation 12 3,0% 

11 Sharing 10 2,5% 

12 Renewable energy 8 2,0% 

13 Behaviour 6 1,5% 

14 Industrial symbiosis 5 1,3% 

 Total 398 100% 
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Figure 2. Frequencies of categories of qualitative content analysis (developed by authors) 

 

In order to understand how many articles have addressed the specific element of circular economy, authors 

developed summary in Table 2. The difference from the data in Table 1 is that at this case each element of circular 

economy was counted only once per study. The results of Table 2 reflect similar situation as the Table 1 

emphasizing ‘4R+7R’, ‘Waste’, ‘Closed loops’, ‘Design’ and ‘Business models’ categories. It can be seen that 

categories ‘Systems thinking’ and ‘Life cycle thinking’ are also crucial as they are mentioned as characteristic 

elements of circular economy in the same amount of studies as category ‘Business models’ (18 studies). 
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Table 2. Summary of amount of category mentions per study out of 35 studies included in qualitative content 

analysis 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Developed by authors 

In order to understand, what is meant by each category, authors developed the definitions of each category and 

reflected them in Table 3. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Rank Category Frequency % 

1 4R+7R 31 88,6% 

2 Waste 27 77,1% 

3 Closed loops 24 68,6% 

4 Design 19 54,3% 

5 Business models 18 51,4% 

6 Systems thinking 18 51,4% 

7 Life cycle thinking 18 51,4% 

8 Consumption 15 42,9% 

9 Resource efficiency 12 34,3% 

10 Value preservation 12 34,3% 

11 Sharing 8 22,9% 

12 Renewable energy 7 20,0% 

13 Industrial symbiosis 5 14,3% 

14 Behaviour 2 5,7% 
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Table 3. Definitions of categories derived from qualitative content analysis 

 

Source: developed by authors 

The principle of multiple use and recovery (4R + 7R) is mentioned as a characteristic element of the circular 

economy in 88.6% of the scientific studies included in qualitative content analysis. Category`s ‘4R+7R’ 

frequency is 98 (Table 1), which is more than two times greater than the frequency of the category ‘Waste’, 

which is characteristic element of the circular economy with the second highest frequency. ‘4R + 7R’ includes 

reducing product and resource consumption, reusing products and resources, recycling, refurbishing, repairing, 

Category Definition 

4R+7R 

Principle of multiple use and recovery (reduce, reuse, recycle, remanufacture (4R); refuse, 

refill, repeat, repair, remediate, reclaim, return (7R) …). In scientific publications this principle 

is also referred to as 3R principle - reduce, reuse, recycle. However, the amount of Rs and 

variations is flexible as there are more than 11 ‘R’ activities in totality. 

Waste Reduction of waste generation and waste management. 

Closed loops 
Flow of materials and resources in a closed system to reduce the volume and speed of resource 

flow. 

Design 
Product and service design that includes such elements as long-lasting, regenerative, reuse, 

recyclability, durability, maintenance and circularity.  

Business 

models 

Models describing and visualizing the basic principles of monetization. In the context of the 

circular economy, the most common are: 1) repair and maintenance; 2) reuse and redistribution; 

3) refurbishment and remanufacturing; 4) recycling; 5) cascading and repurposing; 6) organic 

feedstock business model. 

Systems 

thinking 

A system or system approach that points to the necessity for general paradigm shifts to 

successfully implement the concept of circular economy.  

Life cycle 

thinking 

A life-cycle approach to products and resources from the extraction of primary resources to the 

management or disposal of waste considering ecological, economic and social aspects.  

Resource 

efficiency 

Efficient and smart use of raw materials and energy with minimal harm to the environment. 

Consumption 
Society`s consumption of materials, resources and products, which in the framework of circular 

economy should aim for minimum volumes.  

Value 

preservation 

Preserving the value of a product or material with the aim of preserving the quality of the 

material or product for as long as possible.  

Sharing 

Derivative of the ‘sharing economy’ concept based on a change of ownership model from 

private goods (washing machines, cars, etc.) to shared products used by more than one 

household, thus reducing overall demand for the relevant products. 

Renewable 

energy 

The use of renewable energy (solar, wind, water, geothermal, bioenergy, wave energy) in the 

energy sector within the framework of circular economy and the use of renewable resources. 

Behaviour 
Consumer behaviour related to consumption trends, flexibility to change and paradigm shift in 

resource use and management.  

Industrial 

symbiosis 

Intercompany clusters at the supply chain level where waste from one company serves as a 

resource for another. 
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repurposing and re-designing, for example, transforming redundant office buildings into living spaces. The 

concept of circular economy emphasises waste management, which is closely linked to the previously mentioned 

‘4R + 7R’ concept. The category ‘Waste’ is related to the reduction of waste generation and waste management, 

which is mainly based on recycling. In the ideal model of circular economy there is no waste - all resource inputs 

are used over and over again. Category ‘Closed loops’ is mentioned as a characteristic element of the circular 

economy in 68.6% of the selected scientific studies. It is based on the flow of materials and resources in a closed 

system with the aim of reducing the volume and speed of the flow. Closed loops is highly linked to ‘4R+7R’ 

concept as within the loop materials are consistently reused. In the ideal closed loop no waste is being generated. 

Category ‘Closed loops’ is also linked to category ‘Resource efficiency’ which is mentioned as a characteristic 

element of the circular economy in 34.3% of the selected scientific studies. Reducing the speed and volume of 

resource and material flows while meeting the general demand for goods and services is achievable at the same 

time if resource efficiency is being increased. This aspect is being more crucial as the global population is 

growing exponentially and is expected to reach the 9.7 billion margin by 2050. Additionally, scientists say that it 

will require global revolution to feed the world in 2050 (Ehrlich, Harte, 2015, p.14743). Considering that there 

are only 30 years left authors suggest that ‘revolution’ and shift of paradigm needs to start now. The category 

with the fourth highest frequency (42) regarding the characteristic elements of circular economy is ‘Design’ 

which includes the design of products and services. It is closely linked to the ‘4R + 7R’ category as within the 

circular economy the product is designed considering regeneration, reusability and recyclability as well as long-

lasting feature, durability and maintenance. Considering current practices with non-consumption products 

designed to end their service life shortly after the warranty period for profit maximization, the circular economy 

concept aims to shift these patterns extending the life of any material and product by changing the resource 

consumption paradigm which applies to category ‘Systems thinking’, which is mentioned as a characteristic 

element of the circular economy in 51.4% of the selected scientific studies. The category is based on a systems 

approach, which points to the need for a general paradigm shift for the successful implementation of the circular 

economy. It could be argued that the other categories are subject to a systems approach that is comprehensive 

and helps to see synergies within the concept of circular economy. The fifth largest category is ‘Business 

models’, which is mentioned as a characteristic element of the circular economy in 51.4% of the selected 

scientific studies. Business models describe the fundamentals of revenue generation. In the context of the 

circular economy, the most common business models are: 1) repair and maintenance; 2) reuse and redistribution; 

3) refurbishment and remanufacturing; 4) recycling; 5) cascading and repurposing; 6) organic feedstock business 

model. Given the characteristics of business models, their relation to the ‘4R + 7R’ category should be 

emphasized. Category ‘Life cycle thinking’ is mentioned in 51.4% of the selected scientific studies. It is a life 

cycle approach to products and resources from the extraction of primary resources to the management or 

disposal of waste considering the ecological, economic and social aspects. The category is directly linked to 

‘Waste’, ‘Systems thinking and ‘Resource efficiency’ categories. Considering the pattern that global society is 

currently consuming resources in the amount which is analogue to 1.75 planets Earth, authors emphasize 

category ‘Consumption’ (which is mentioned in 42.9% of the selected studies) as crucial to promote transition to 

circular economy and sustainable development. ‘Value preservation’ is the category mentioned in 34.3% of the 

selected studies. It is a characteristic element of the circular economy that aims to preserve the quality of the 

material or product for as long as possible in order to reduce the demand for new goods and thus reduce the 

consumption of resources and products. Another characteristic element of the circular economy associated with 

demand reduction is the ‘Sharing’ category which is mentioned in 22.9% of the selected studies. The category is 

based on the concept of sharing economy. The main idea of concept is the change of ownership model - from 

private goods (washing machines, cars, etc.) to shared products used by more than one household. Sharing 

economy can create great positive impact on global issue solving. For example, passenger vehicle sharing 

strategy applied to passenger vehicles in European Union (excluding Bulgaria, Cyprus, and Malta) has a 

potential to cut emissions by 358.6 MtCO2 eq. and save 7.64 billion EUR annually (Zvirgzdins, Plotka and 

Geipele I., 2020, p.870). Category ‘Behaviour’ is directly linked to category ‘Consumption’. This element of 

circular economy is characterized by public consumption trends, flexibility towards the change and paradigm 

shift in resource use. Category ‘Industrial Symbiosis’ is mentioned as a characteristic element of the circular 

economy in 5 of 35 (14.3%) scientific studies included in qualitative content analysis. The essence of the 
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industrial symbiosis is that the waste of one company serves as a resource for another, theoretically closing and 

slowing the flow of resources and minimizing the waste. This clearly indicates links to ‘Waste’ and ‘Closed 

loops’ categories. The category ‘Renewable energy’ is mentioned as a characteristic element of the circular 

economy in 20% of the scientific studies. Within the circular economy all the energy should be generated by 

renewable energy sources - solar, wind, water, geothermal, bioenergy and wave energy. Additionally, production 

also should be based on such renewable and sustainable resources as timber. In the view of authors, the concept 

of circular economy focuses on ‘4R+7R’ and waste management activities without paying much attention to 

energy aspect. Therefore, the category ‘Renewable energy’ has relatively low frequency in the qualitative 

content analysis even though the energy is one of the most important aspects in any concept. 

4. Conclusion 

As a result of qualitative content analysis which was carried out analysing 35 scientific studies published from 

2016 to 2019 and indexed in Scopus, 14 categories as answers to research question revealing characteristic 

elements of circular economy have been developed and mentioned 398 times in total.  

The results show that characteristic elements of circular economy are the principle of multiple use and recovery 

‘4R+7R’ (mentioned as answer to research question in 24,6% cases), waste (11,8%), closed-loops (10,8%), 

design (10,6%), business models (9,3%), systems thinking (6,0%), life cycle thinking (6,0%), resource efficiency 

(5,8%), consumption (4,8%), value preservation (3,0%), sharing (2,5%), renewable energy (2,0%), behaviour 

(1,5%) and industrial symbiosis (1,3%).  

The principle of multiple use and recovery (4R + 7R) is considered to be the central element of the circular 

economy which is highly linked to other elements of circular economy. In the ideal model of circular economy 

there is no waste considering the flow of resources and products through closed loops. Therefore, minimization 

of waste generation and waste management are essential for the transition from the linear economy to circular 

economy.  

The concept of the circular economy covers the whole life cycle of a product or material from the design phase 

considering reusability, recoverability, recyclability, durability, to waste management. Meanwhile, the concept 

strives to preserve the maximum value of products and materials. 

Consumption and overall demand for goods can be reduced by designing long lasting products and implementing 

business models based on the features of ‘4R + 7R’ principle. Additionally, great impact on solving global issues 

can be achieved using the concept of sharing economy (which is a part of circular economy) and changing the 

model of ownership from a private to shared. 

All required energy throughout the product life cycle (design, production, logistics, use, waste management) 

within the circular economy concept must come from renewable energy sources. 

The characteristic elements of the circular economy are greatly interconnected. Comprehensive element of the 

circular economy is systems thinking or systems approach. It encircles other elements of the circular economy 

and indicates synergies between them. 

The future research direction is linked to more detailed exploration of characteristic elements of circular 

economy and their interconnectedness. In order to make the concept of circular economy measurable authors 

plan to develop methodology based on the identified characteristic elements of circular economy. Therefore, 

next steps are linked to identification and development of indicators which will provide the basis for measurable 

mathematical model of circular economy. 
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Abstract  

Transformational leadership is an important success-factor in today’s dynamic business environment. Nowadays 

it's quite common to hear about corporate mergers, layoffs, changing demographics, diversity in the workplace, 

progress in technology and uncertainty in the economy. With so many changes coming at the corporate world, 

transformational leadership will become an important piece of the puzzle. The main objective of this research 

was to develop a model that highlights the influence of leaders’ background, education and motivation at work 

(endogenous and exogenous) on transformational leadership styles. For this paper, the focus was on leaders 

active in Romanian organizations within professional, scientific, technical services and trade sector. We chose 

these particular fields, because researchers in the last decade have shown that transformational leadership is 

more appropriate for the service sector since this involves frequent interaction among employees. Usually 

problems that need to be addressed are unstructured and require creative solutions, thus developing a shared 

vision is vital. Data was collected from 206 Romanian corporate employees. The Statistical Package for the 

Social Sciences (SPSS) macro process was utilized to test the proposed hypothesis. The questionnaire included a 

total of 47 items including the demographic questions. The findings have shown significant positive links 

between education and experience of leaders and transformational leadership style. Regarding the endogenous 

and exogenous motivation, Barbuto (2005) identified positive links between endogenous motivation and 

transformational leadership style. In this research we have identified a significant positive correlation with  both 

endogenous and exogenous transformational leadership motivation. In conclusion, the research results showed 

that the independent variables analyzed are positively correlated with the transformational leadership style which 

supports the idea identified in the literature, that "leaders are created, not born". 

Keywords: Education, Leadership, Motivation, Transformational Leadership 

JEL Codes: M11, M12 

 

1. Introduction 

In recent decades, leadership has been strongly promoted by researchers and practitioners as a vital force, crucial 

to overcoming the many challenges that groups, organizations and even societies face (Bass, 1985a; Kouzes & 

Posner, 2007). 

Leadership is defined as "a process by which the individual influences a group of individuals to reach common 

goals" (Northouse, p. 4). Other authors have defined leadership as follows: "leadership is the process of 

influencing the activities of an organized group towards achieving common goals" (Rauch & Behling, 1984). 

Bryman (1992) describes leadership as a process of social influence whereby a leader leads the members of a 

group toward a goal. Although many leadership theories have been over-developed and studied, the 

transformational leadership style has become the most frequently researched over the past two decades (Avolio, 

Walumbwa & Weber) because of its demonstrated influence on positive attitudes and performance levels. of 

subordinates. Transformational leaders focus on important behaviors, which include motivating subordinates to 

set challenging goals, giving them the confidence they need to exceed their expectations and fully realize their 

 
1 This work was cofinanced from the European Social Fund through Operational Programme Human Capital 2014-2020, project number 

POCU/380/6/13/125015 ”Development of entrepreneurial skills for doctoral students and postdoctoral researchers in the field of economic 

sciences” 
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potential (Bass & Avolio, 1990). 

Transformational leadership was defined as "the behavior of the leader who transforms and inspires subordinates 

to act and exceed their expectations while transcending personal interest in the good of the organization" (Avolio 

et al., 2009, p. 423). The transformational leadership style also has other effects on organizations such as 

innovation, employee retention, increased financial performance, improved market share, customer satisfaction, 

and even workplace safety (Sosik & Jung, 2010). 

A number of studies in the literature have examined predictors of transformational leadership, such as leader 

personality (Atwater & Yammarino, 1997; Judge & Bono, 2000), emotions, or emotional intelligence (Rubin, 

Munz, & Bommer, 2005), data on identity (Bass & Avolio, 1994) and others. 

The objective of this study is to understand the antecedents of transformational leadership by examining 

additional factors which have an impact on this particular leadership style. The transformational leadership style 

is a set of behaviors, and the behavior is a result of both the individual (with a set of pre-existing individual 

differences) and the environment. The literature has provided plenty of insights on how individual differences of 

leaders influence the transformational leadership style (for example, personality traits, education, experience). 

Several of these potential predictors of transformational leadership style can be classified as reasons, for 

example, endogenous motivation and exogenous motivation. At the same time, education and experience can be 

classified as competencies (capacities), as they are not entirely motivational. 

2. Literature Review 

Bass (1985) described transformational leadership as being based on an uneven development of four 

components: idealized influence, inspirational motivation, intellectual stimulation, and individualized 

consideration. 

The idealized influence is the emotional component of the transformational leadership that reflects the leader's 

ability to make his subordinates feel confident, respectful and loyal (Avolio and Bass, 2002; Bass, 1985) and to 

define a behavioral model (Luţ, 2013) . It aims at the symbolic and persuasive communication of the mission and 

vision of the organization, the creation of an intense emotional attachment on both the team and the organization 

level, meeting the individual needs of affiliation and achievement of the subordinates and analyzing the moral 

and ethical implications of the decisions. 

Inspirational motivation is the component of transformational leadership that reflects the leader's ability to 

communicate, in a clear and exciting way. It focuses on the need of subordinates to evolve continuously in order 

to fulfill the organizational mission (Bass, 1985; Wan Omar and Hussin, 2013). It aims to communicate, in an 

explicit and simplistic way, the vision, the mission and the organizational objectives, to establish high but 

exciting performance standards, to encourage work and to reduce the resistance to change. 

Intellectual stimulation describes the degree to which the leader encourages intelligence, rationality, logic, 

innovation and creativity in the organization (Bass, 1985; Luţ, 2013). It aims to encourage critical thinking and 

to support subordinates' intentions to find new directions for approaching problems. Transformational leaders are 

more strongly oriented to intellectual stimulation compared to other components and are inclined to offer 

challenging tasks and allow subordinates the freedom to define their own lines of action. 

Individualized consideration is that component of transformational leadership that highlights the leader's ability 

to pay attention to the personal and professional needs of each team member (Bass, 1985; Hu et al., 2013). It 

focuses on developing coaching and mentoring programs, providing continuous feedback and connecting 

individual needs with organizational goals and strategy. 
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a) Education and professional experience 

Trying to understand why some leaders succeed at the highest levels while others achieve average or below 

results has kept the interest of researchers and even leaders themselves. Over the years, a variety of constructs 

and predictors such as intelligence, personality, values, and even genetic factors, have been postulated as 

determinants of leadership. 

One of the main areas of leadership research involves examining successful business leaders to determine what 

sets them apart from their peers, as researchers believe that leadership style efficiency has a direct relationship to 

business performance (Bill, 2003, Collins , 2001). The main institutional mechanism for the development of 

human capital is the system of formal education: primary, secondary and tertiary (Nsubuga, 2003). Because 

education is an investment, there is a significant positive correlation between education and economic-social 

productivity. When people are educated, their standards of living increase, which ultimately leads to an 

improvement in livelihoods. The role of education is therefore not only to share knowledge and skills, but also to 

gives important values, ideas, attitudes and aspirations for natural development. At the global level, the 

education of a nation remains the vital strategy for the development of society throughout the world (Aikman 

and Unterhalter, 2005). 

A study published in 2011 investigates how the level of education of a political leader affects economic growth 

in a country during his tenure and, in particular, whether more educated leaders generate greater growth. The 

sample consisted of 1000 leaders who ruled the country from 1875 to 2004. The results showed that intelligence 

is essential, so the idea / hypothesis that more educated citizens could be better leaders is confirmed (Besley et 

al., 2011 ). 

The childhood experiences, the life experiences and later the experiences within the organizations in which the 

leaders work, have an impact on their formation as leaders. For our research we will focus on the experiences in 

organizations, and more specifically, on the experience in the current position and the experience in the 

organization. 

Top managers determine the attitudes and behaviors of managers from lower levels, and all managers influence 

the development of the attitudes and values of subordinates. A good leader creates a vision, communicates and 

cultivates it and leads to its fulfillment (Sloane, 2007). We can affirm that the top managers, their management 

and communication style, the preferred stimulation systems, become some of the main determinants of the 

organizational culture. 

b) Endogenous and exogenous motivation 

The term motivation comes from the Latin "move" or "movere" which illustrates moving, putting into motion. 

For Freud, the motivation lies in stimulating and discharging energy. Behaviorists considered motivation as a 

learned reaction associated with a stimulus as a result of the association being repeated. There are a number of 

theories of motivation that emphasize different aspects. and one of these classifications is presented below. 

Over time, many specialists have been concerned with studying the link between transformational leadership 

style and work motivation. For example, Barbuto (2005) has shown that transformational leadership has a 

positive and significant influence on intrinsic motivation and there is a negative correlation with individualized 

consideration. 

Leaders who have a high inspirational motivation influence subordinates to define their own vision and lead 

them to achieve performance within the organization. On the other hand, transformational leaders develop team 

spirit, show enthusiasm and optimism, encourage and support subordinates (Tănase, 2015). 

Previously, Webb (2003) conducted a study on the leadership behavior of presidents associated with job 

satisfaction, motivation for additional effort in different schools, colleges and universities. The results of the 

study show that there is a significant and positive influence between motivation and transformational leadership. 

People who are motivated and have leadership qualities "tend to be sociable, capitalize on their achievements 

and mentorship and generally have greater experience than their peers, and are confident in their leadership 
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abilities" (Chan & Drasgow, 2001, p. 490). 

The specialized literature on the transformational style of leadership and motivation is vast. The link between the 

two variables has been widely debated in dozens of articles in journals such as Elsevier Science Direct, Emerald, 

EBSCO, Pro Quest and others. ProQuest is an electronic library with more than 9,000 periodicals, including 

more than 4,000 articles reviewed by specialists. ScienceDirect is an electronic library with more than 200 

academic journals. Table # 1 illustrates a summary of the literature found after a search of the keywords 

"motivation", "transformational leadership", "leaders", "managers", "the activity-services sector". 

 

Table 1 Summary of the specialized literature on work motivation 

Topic Elsevier 

Science 

Direct 

Emerald EBSCO 

host 

ProQuest Google 

Scholar 

Total 

Motivation; Transformational 

Leadership; Services sector 

1460 1319 25 687 1690

0 

2039

1 

Motivation 

Transformational Leadership 

4287 3324 36 512 2090

0 

2905

9 

Motivation;Transformational 

leadership, Managers 

3008 3086 18 458 1720

0 

2377

0 

Motivation; Transformational 

Leadership, Leaders 

2219 3323 29 654 1840

0 

2462

5 

 

Analyzing motivation as a predictor of leaders' leadership style, according to the table above, it can be specified 

that a simple search by keywords highlighted a large number of articles. It should be mentioned that these 

articles found in the literature do not contain in the title all the searched keywords, but are also found in the 

study. In conclusion, we can specify that the endogenous / exogenous, internal / external, intrinsic / extrinsic 

motivation is a predictor of the leadership style practiced by the leaders within the organizations according to the 

number of articles found in the specialized literature. 

3. Methodology 

The purpose of the research is to determine the influence of a group of determining and significant factors such 

as education, experience and motivation at work, on the competences (characteristics) of transformational 

leadership. 

Fundamental research hypothesis: The education, experience and motivation of managers influence the specific 

characteristics and components of transformational leadership. The data used in this research was collected 

through qualitative and quantitative research methods such as documentary analysis and survey investigation 

using the questionnaire survey. 

The Inventory of Motivational Sources was implemented in the first part, as it is a short questionnaire, of only 30 

items, which makes it easy to apply in its self-assessment form directly to the person evaluated and it is the most 
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suitable for the research. The items of the questionnaire are based on a 5-point Likert scale, where 0 - will 

represent "never", and 4 - "frequently / always". 

In the second part, items aimed at transformational leadership are taken from the Multifactorial Leadership 

Questionnaire (MLQ 5X-short). It has been validated for Romania and focuses on four components: idealized 

influence (having two facets: idealized influence and idealized behaviors), inspirational motivation, intellectual 

stimulation and individualized consideration. An exception was made for idealized influence which was 

analyzed through 8 items (4 for idealized attributes and 4 for idealized behaviors). All of the other factors will be 

measured using 4 items. The 20 items will be based on a 5-point Likert scale, where 0 - will represent "never", 

and 4 - "frequently / always". The last part of the questionnaire includes demographic questions as well as items 

that determine education and work experience. 

In this research the sample was taken from Romanian companies that are active and contributing to the national 

economy. Analyzing the companies operating in Romania, in 2015, we found that most were focused on the 

wholesale and retail trade (34.61%), followed by manufacturing industry (15.24%), constructions (11.04%) and 

professional, scientific and technical activities (10.44%). 

We considered the companies in the service sector as the researches carried out over the last ten years have 

shown that transformational leadership is better suited to this field since it involves frequent interaction between 

employees. Thus, the problems that need to be solved are unstructured and require creative solutions and 

creating a vision. is vital. 

The questionnaire was applied online - through a form uploaded to Google Docs and sent to the e-mail addresses 

of over 4000 managers. We received 224 completed questionnaires out of which 17 were incomplete, which led 

to their exclusion as they were considered invalid. 

Therefore, the sample used in this research consists of 206 managers from all hierarchical levels within 

organizations active in the professional, scientific and technical services sector as well as from the retail sector in 

the N-E region of Romania. 

4. Results and Discussion 

The sample of 206 respondents consists of 62% Men (129 people respectively) and 38% Women (78 people 

respectively). The distribution of the respondents according to the level of studies (Figure no. 6) shows that only 

6% are graduates of secondary education and the rest  are graduates of higher education (Bachelor's degree 37%, 

Master's degree 46%, Doctorate 11%). It is noted that the highest importance is given by the masters graduates. 

H1: Leaders with a high level of education adopt a transformational leadership style. 

The average scores calculated for the components of the transformational leadership style vary according to the 

level of education of the interviewed leaders. 

The leaders who are university graduates, present the highest average scores for the following components of the 

transformational style: Idealized Influence and Inspirational Motivation. For the other two components of the 

transformational leadership style (Intellectual Stimulation and Individualized Consideration), the highest average 

scores were achieved by leaders with doctoral studies. To verify whether the transformational leadership style 

manifests with different intensity depending on the level of education of the leaders, we applied the ANOVA 

procedure (Tab.nr.2). The values obtained for the significance level of the Fisher test show that the differences in 

education levels of leaders in organizations are not statistically significant (Sig values are higher than the 

threshold considered by 0.05). 
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Table 2. Indicators of the components of the transformational leadership style on the levels of training of the 

leaders in organizations 

What is your highest level of training? N Mean 

 Standard 

Deviation 

Strandard 

Error 

Idealized Influence Baccalaureate 10 2,1875 ,60165 ,19026 

University studies 75 2,3167 ,41373 ,04777 

Master studies 98 2,2474 ,37478 ,03786 

Doctorate 23 2,2174 ,47106 ,09822 

Total 206 2,2664 ,41185 ,02870 

Inspirational Motivation Baccalaureate 10 2,5500 ,65405 ,20683 

University studies 75 2,6800 ,38895 ,04491 

Master studies 98 2,5357 ,50385 ,05090 

Doctorate 23 2,7826 ,47257 ,09854 

Total 206 2,6165 ,47475 ,03308 

Intellectual Stimulation Baccalaureate 10 3,3500 ,69921 ,22111 

University studies 75 3,4267 ,56618 ,06538 

Master studies 98 3,3240 ,62714 ,06335 

Doctorate 23 3,4348 ,54988 ,11466 

Total 206 3,3750 ,59865 ,04171 

Individualized 

Consideration 

Baccalaureate 10 2,1250 1,00173 ,31678 

University studies 75 2,1500 ,61375 ,07087 

Master studies 98 2,1505 ,52605 ,05314 

Doctorate 23 2,3587 ,71441 ,14896 

Total 206 2,1723 ,60841 ,04239 

 

To verify whether the transformational leadership style manifests with different intensity depending on the level 

of education of the leaders, we applied ANOVA procedure (Tab.nr.3). The values obtained for the significance 

level of the Fisher test show that the differences in education levels of leaders in organizations are not 

statistically significant (Sig values are higher than the threshold considered by 0.05). 
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Table 3 Testing the differences regarding the components of LTpe levels of training of leaders in 

organizations (Fisher's test) 

 

 

The sum 

of squares df 

Mean 

squares F Sig. 

Idealized  

Influence 

Between 

groups 
,342 3 ,114 ,669 ,572 

Within the 

group 
34,431 202 ,170   

Total 34,773 205    

Inspirational 

 Motivation 

Between 

groups 
1,621 3 ,540 2,448 ,065 

Within the 

group 
44,583 202 ,221   

Total 46,204 205    

Intellectual  

Stimulation 

Between 

groups 
,544 3 ,181 ,502 ,681 

Within the 

group 
72,925 202 ,361   

Total 73,469 205    

Individualized 

Consideration 

Between 

groups 
,905 3 ,302 ,813 ,488 

Within the 

group 
74,977 202 ,371   

Total 75,882 205    

 

There is a 10% risk assumed that the intensity of manifestation of the transformational leadership style is 

different in the case of Inspirational Motivation between the leaders with doctoral and university studies (high 

average scores) and the leaders with high school and master studies. 

The highest average values for the component “Idealized influence on the levels of training of organizational 

leaders” was achieved by the respondents with university studies, and for the other three components, namely the 

“Inspirational Motivation”, the “Intellectual Stimulation” and the “Individualized Consideration”, the highest 

average scores have the respondents with doctorate and the lowest average scores are for high-school graduates 

respondents. 

Thus, we can conclude that the assumption that leaders who are characterized by a high level of education adopt 

a transformational leadership style is partially validated. 
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H2: There is a positive correlation between endogenous motivation and transformational leadership style. 

In order to verify the existence of a link between endogenous motivation and the transformational style, a 

correlation analysis was performed between the score of the items that define the three components of the 

endogenous motivation (intrinsic process motivation, internal self-motivation and internalizing objectives) and 

the average score calculated for the set of 20 items that define the transformational leadership style. 

Table 4 Pearson correlation coefficient values between endogenous motivation components and transformational 

leadership style 

 

 

Tansformațio

nal leadership 

style 

Motivation of 

intrinsic 

processes 

Internalist 

motivation 

self based 

Internalization 

of objectives 

 

Transformational 

leadership 

style 

Pearson Correlation 1 ,151* ,561** ,379** 

Sig.   ,031 ,000 ,000 

N 206 206 206 206 

Motivation of 

intrinsic processes 

Pearson Correlation ,151* 1 ,195** ,151* 

Sig.  ,031  ,005 ,030 

N 206 206 206 206 

Internalist 

motivation self 

based  

Pearson Correlation ,561** ,195** 1 ,406** 

Sig.  ,000 ,005  ,000 

N 206 206 206 206 

Internalization of 

objectives 

Pearson Correlation ,379** ,151* ,406** 1 

Sig.  ,000 ,030 ,000  

N 206 206 206 206 

 

The statistical assumptions formulated to verify the statistical significance of the correlation between the two 

variables are: 

H0: There is no positive correlation between endogenous motivation and transformational leadership style. 

H1: There is a positive correlation between endogenous motivation and transformational leadership style. 

The estimated value of the Pearson correlation coefficient between transformational leadership style and intrinsic 

process motivation equals 0.151. This positive value indicates the existence of a direct and weak link between 

intrinsic process motivation and transformational leadership style. 

The estimated value of the Pearson correlation coefficient between the transformational leadership style and the 

self-based internal motivation is 0.561. This positive value indicates the existence of a direct and close 

connection between self-based internal motivation and transformational leadership style. 
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The estimated value of the Pearson correlation coefficient between transformational leadership style and 

internalizing goals is equal to 0.379. This positive value indicates the existence of a direct and moderate link 

between intrinsic process motivation and transformational leadership style. 

The Student test is applied to test the significance of the correlation coefficient (ρ) and a significance level of the 

test is obtained equal to Sig. = 0.031, value below the 1% significance threshold. So, there is a statistically 

significant correlation between the two variables. 

In conclusion, we can state that the values of the Pearson correlation coefficient between the average scores of 

the transformational leadership style and each component of the endogenous motivation are positive and 

statistically significant. 

H3: There is a positive correlation between the components of exogenous motivation and the transformational 

leadership style. 

To verify the existence of the link between exogenous motivation and the transformational style, a correlation 

analysis was performed between the average score calculated for the two components of exogenous motivation 

(instrumental motivation and externalist motivation) and the average score calculated for the set of 20 items that 

define the transformational leadership style.  

The statistical hypotheses formulated to verify the statistical significance of the correlation are: 

H0: There is no positive correlation between exogenous motivation and transformational leadership style. 

H1: There is a positive correlation between exogenous motivation and transformational leadership style. 

The estimated value of the Pearson correlation coefficient between instrumental motivation and transformational 

leadership style is 0.232. The value obtained indicates the existence of a direct and positive connection between 

the instrumental motivation and the transformational leadership style. 

 

Table 5 Pearson correlation coefficient values between exogenous motivation components and transformational 

leadership style 

 

 

Transformațional 

leadership style 

Instrumental    

motivation 

The 

externalist 

motivation 

Transformational leadership 

style 

Pearson Correlation 1 ,232** ,329** 

Sig.   ,004 ,000 

N 206 206 206 

Instrumental motivation Pearson Correlation ,232** 1 ,503** 

Sig.  ,004  ,000 

N 206 206 206 

The externalist motivation Pearson Correlation ,329** ,503** 1 

Sig.  ,000 ,000  

N 206 206 206 
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The estimated value of the Pearson correlation coefficient between externalist motivation and transformational 

leadership style is 0.232. The value obtained indicates the existence of a direct and positive connection between 

the externalist motivation and the transformational leadership style. For the Student test applied in the test of 

significance of the correlation coefficient (ρ), a significance level of the test equal to Sig is obtained. = 0.04, 

value below the significance threshold of 5% . So, there is a statistically significant correlation between the two 

variables. 

H4: Leaders with high professional experience in the same field as their graduate specialization adopt a 

transformational leadership style. 

By applying the ANOVA procedure for analyzing the variation of the average score of the Transformational 

Leadership Style by levels of professional experience in the same field as their graduate specialization, the Fisher 

test and its level of signaling were calculated. 

Table 6. Indicators of the transformational leadership style by levels of professional experience in the field of 

graduate specialization 

 

 N Mean Standard deviation Standard error 

under 1 year 18 2,4944 ,28743 ,06775 

for 1-3 years 31 2,4403 ,32389 ,05817 

3-5 years 36 2,5278 ,29385 ,04898 

5-10 years 36 2,4556 ,33205 ,05534 

10 years later 85 2,6253 ,37849 ,04105 

Total 206 2,5393 ,34705 ,02418 

 

According to Table 6, higher average scores of the Transformational Leadership Style for managers with a 

higher professional experience in the field are observed. 

 

Table 7 Testing the differences regarding the Transformational leadership style by levels of professional 

experience in the field of graduate specialization 

ANOVA 

 

The sum of 

squares df Mean squares F Sig. 

Between groups 1,226 4 ,306 2,625 ,036 

Within the group 23,466 201 ,117   

Total 24,692 205    

 

Fisher's test for comparing average scores on Transformational Leadership Style by levels of professional 

experience in the field of graduate specialization is statistically significant (Sig value = 0.036 and is below 5% 

risk). 
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H5: Leaders with a high level of professional experience in the same field as their graduate specialization, 

achieve higher values for each component of the transformational leadership style 

The manifestation intensity of the transformational leadership style is influenced by leader’s professional 

experience in the same field of graduate specialization. Leaders who have professional experience in the field of 

specialized graduation for over 10 years show a transformational leadership style that is more intense for most 

components (Idealized Influence, Intellectual Stimulation and Individualized Consideration). 

Table 8 Indicators of the components of the transformational leadership style by levels of professional 

experience in the field of graduate specialization 

Professional experience in the field of 

graduate specialization N Mean Standard deviation Standard error 

Idealized Influence under 1 year 18 2,2431 ,23276 ,05486 

for 1-3 years 31 2,2218 ,34112 ,06127 

3-5 years 36 2,1875 ,34395 ,05733 

5-10 years 36 2,1944 ,33865 ,05644 

10 years later 85 2,3515 ,50130 ,05437 

Total 206 2,2664 ,41185 ,02870 

Inspirational Motivation under 1 year 18 2,4861 ,42420 ,09998 

for 1-3 years 31 2,5645 ,49146 ,08827 

3-5 years 36 2,6597 ,46350 ,07725 

5-10 years 36 2,6111 ,59295 ,09882 

10 years later 85 2,6471 ,43007 ,04665 

Total 206 2,6165 ,47475 ,03308 

Intellectual Stimulation under 1 year 18 3,2361 ,63288 ,14917 

for 1-3 years 31 3,1129 ,61860 ,11110 

3-5 years 36 3,4583 ,49461 ,08244 

5-10 years 36 3,2708 ,64469 ,10745 

10 years later 85 3,5088 ,57145 ,06198 

Total 206 3,3750 ,59865 ,04171 

Individualized 

Consideration 

under 1 year 18 2,2639 ,60313 ,14216 

for 1-3 years 31 2,0806 ,51392 ,09230 

3-5 years 36 2,1458 ,47949 ,07992 

5-10 years 36 2,0069 ,51577 ,08596 

10 years later 85 2,2676 ,70899 ,07690 

Total 206 2,1723 ,60841 ,04239 

 

Leaders who have a professional experience in the field of graduate specialization between 3 and 5 years show a 

greater intensity for the Inspirational Motivation component. 
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Testing the differences between the average scores of the transformational leadership style on the levels of 

professional experience in the field of graduate specialization, shows that the level of professional experience 

has a significant influence on the intellectual stimulation. 

Table 9 Testing the differences regarding the components of the transformational leadership style by levels of 

professional experience in the field of graduate specialization (Fisher's test) 

 

 

The sum of 

squares df Mean squares F Sig. 

Idealized Influence Between groups 1,097 4 ,274 1,637 ,166 

Within the group 33,676 201 ,168   

Total 34,773 205    

Inspirational 

Motivation 

Between groups ,537 4 ,134 ,591 ,669 

Within the group 45,666 201 ,227   

Total 46,204 205    

Intellectual 

Stimulation 

Between groups 4,640 4 1,160 3,387 ,010 

Within the group 68,829 201 ,342   

Total 73,469 205    

Individualized 

Consideration 

Between groups 2,194 4 ,548 1,496 ,205 

Within the group 73,689 201 ,367   

Total 75,882 205    

 

The component The idealized influence has the highest average score for managers with more than 10 years of 

professional experience in the field of graduated specialization and the lowest average score has managers with 

3-5 years experience. 

The highest average inspirational motivation for managers with professional experience in the field of 

specialization graduated between 3-5 years and the lowest average score has managers with less than 1 year 

experience.  

Individualized consideration regarding the experience of the respondents in the field of graduate specialization. 

If for the component Intellectual stimulation the highest average score is held by the respondents with more than 

10 years experience in the case of the Individualized Consideration approximately equal values have the 

respondents with professional experience in the field of specialization graduated under 1 year and over 10 years. 

5. Conclusion 

The specialty literature available on leadership is very important and continues to expand rapidly in terms of 

"interest in leadership phenomena for researchers and practitioners" (Antonakis et al., 2004). The knowledge, 

skills and abilities required to perform the necessary activities for leaders, can be developed for professional 

training, individualized mentoring, immersion programs and different experiences (Caligiuri et al., 2005). 
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The purpose of the present research was to identify the influence of factors such as experience, education and 

motivation of a leader on transformational leadership style. The support was provided first and foremost from the 

specialized literary studies and a number of 5 hypotheses which were formulated and tested through statistical 

analysis. 

By testing Hypothesis H1 it was checked whether leaders are careful to characterize themselves at a high level in 

education and adopt a transformative style of leadership. The results took into consideration university studies 

according to the highest average scores for all the components of the transformational style: the idealized 

influence and the inspirational motivation. For the other two components of the transformational leadership style 

(Intellectual stimulation and individualized consideration), the highest average scores are observed for leaders 

with doctoral studies. 

By testing H2 hypothesis it was investigated if there is a positive correlation between endogenous motivation 

and transformational leadership style. Endogenous motivation in research transactions is defined for three 

components, namely: intrinsic processor motivation, internal motivation is self-reliant and the interior can be 

oriented. The results of which the Pearson correlation coefficient between the average scores of the 

transformational leadership style and each component of an endogenous motivation are positive and statistically 

significant. In conclusion, we can mention that the hypothesis is validated. 

Through the statement of hypothesis H3 it was tested if there is a positive correlation between exogenous 

motivations and leadership transformation style. Exogenous motivation in research transactions is defined for 

two components: instrumental motivation and external motivation. The results of which are the values of the 

Pearson correlation coefficient between the average scores of the driving transformer style and each component 

of an exogenous motivation are positive and statistically significant, therefore we can mention in this regard. 

By testing Hypothesis H4 was investigated if leaders with high professional experience in the same field as their 

graduate specialization adopt a transformational leadership style. By applying the ANOVA procedure for the 

variable analysis of the average score of the transformational driving style at the levels of professional 

experience in the field of specialization, it is a calculation test for Pescar and to signify itself. Descriptive 

statistical indicators of the Transformational Leadership Style at levels of professional experience in the field of 

absolute specialization describe higher average scores of the Transformational Leadership Style for managers or 

with professional experience in the field of higher specialization. 

By testing Hypothesis H5 it was verified if leaders with a high level of professional experience in the same field 

as their graduate specialization, achieve higher values for each component of the transformational leadership 

style. Leading care or professional experience in the field of absolute specialization for over 10 years shows a 

transforming style of leadership more intense for most components (Idealized influence, Intellectual stimulation 

and individualized consideration). Leader care has professional experience in the field of absolute specialization 

in the age range of 3 to 5 years shows a greater intensity for the composition Motivation inspired. For installation 

Intellectual stimulation the highest average score is to respond with more than 10 years experience if it is 

considered that equal values can be found to answer them with professional experience in absolute special matter 

below 1 and over 10 years. 

The assessment of competences regarding transformational leadership was considered in terms of the responses 

of the respondents regarding the measurement of the leaders’ abilities and their competences. Through this 

research it was concluded that there is a specific profile of transformational leadership for the sample consisting 

of managers from all hierarchical levels from N-E Romanian organizations active in the professional, scientific 

and technical services and retail sectors. 

In conclusion, through this study, it was validated, in a regional context, a generic conceptual model that 

measures the components which contribute to the formation of the current managerial competences regarding the 

transformational leadership style of leaders in the professional, scientific and technical services sector and retail. 
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Abstract  

Brexit was one of the controversial subjects of politico-diplomatic arena, in 2019. Brexit caused a crash of 

European values and a discrediting of the states in the European Union. Beside thus, Brexit demonstrated us that 

the European Union was not ready to implement an article for the Treaty on the Functioning of the European 

Union. The lack of clear procedures for implementing a fairly ambiguous article and political interests of states 

regarding future relations with the United Kingdom, they led to negotiations without an end and without a 

concrete result. In order to avoid such bottlenecks in the future during negotiations between a state and the 

European Union, the Article 50 should be amended and supplemented with clear procedures for the exit of a 

state from the European Union if we are faced with a case similar to Brexit. I will analyze this topic from the 

perspective of a qualitative analyses based on the Treaty on the Functioning of the European Union and other 

valuable official documents. I will propose a detailed exit procedure able to unfreeze a crisis situation. 

Keywords: European Union, public policy, relations, states.  

 

1. Introduction 

So far, the European Union is proving to be the best form of cooperation between states, based on an economic 

idea and further developed at identity, social and cultural level. Franco-Prusac reconciliation has reached a 

different level today, because we are talking about a European construction that seeks to synchronize 

expectations and solve the problems encountered by the 27 Member States.  

Now, it is much more difficult for the European Union to respond to all the problems they face, and even more 

difficult to provide uniform solutions to overcome the crisis. The biggest problem for the European Union is that 

at present the political interests of each state are above the common interests of Europe. Although the European 

Union’s desiderate is “United in diversity” (European Union motto, 2000), it seems that diversity is no longer so 

tolerated and promoted to its true significance. It is all the more difficult, as politics takes precedence. The 

negotiations between European States take place in different ways, depending on the position of each European 

country at global level or, more generally, depending on the influence that States have. 

The main problem facing the European Union today is the lack of instruments for action in the Member States 

and of vague treaties that do not sufficiently detail the mechanism for action of the European institutions in the 

event that a state deviates from European model. 

This article discusses the most contentious issue, the problem of the lack of instruments for sanctioning the 

European states. Brexit demonstrated us that the European Union was not ready to implement an article for the 

Treaty on the Functioning of the European Union. Hence the policy has intervened, with the desire to interpret 

the 50th Article and to use personal interpretations from both the European Union and other Member States, they 

wanted to carry out a series of long negotiations in an attempt to persuade Great Britain to give up the 

referendum decision. Despite all the attempts and negotiations, the EU negotiator had to do, the inevitable 

happened and Britain had to leave the European Union, their decision being irreversible. 

We should not forget, however, that the British story and the Euroscepticism note were not a new phenomenon. 

Although we know that since 1973, United Kingdom has been taken part of the European Union and when we 

talk about European Union, we talk about all the 28 states, Brexit referendum has changed the story of this 

construction. United Kingdom had been Eurosceptic since it appeared the idea of cooperation on the framework 

of European Community.  
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There were many episodes of Euroceptical periods in the history of United Kingdom and for this reason for the 

European Union was no surprise this attitude. It was considered the “black sheep of the European Union” which 

always wants to be different and to have a controversial point of view beside the consensus between others states 

members. They believed that their geographical position and their historical background had straightened them 

to have more privileges than others state of the European Union. The United Kingdom was always been arrogant 

and undecided when we talk about the European Union and being part or not of this structure. Moreover, they 

believed that the status of Commonwealth’s leader offered them a privileged position in comparison with others 

European states, in international relationships, especially with the United States of America. This attitude was 

arrogant but at that moment it was understandable. Despite this fact, that attitude didn’t help in their relationship 

with the six states which have to build the European Union, United Kingdom started to develop the application 

for membership to the European Community.  

Although United Kingdom has had periodically episodes of Euroscepticism, no one was expected to get into this 

situation. The result of the Brexit referendum was a surprise for all of us, even for David Cameron was a surprise 

because he hadn’t foreseen this evolution of the referendum at the moment when he established it. He wanted to 

give the citizens the right to make a decision regarding to membership of United Kingdom to the European 

Union, but it turned out to be a wrong decision because a foreign policy problem could not be decided by the 

electorate (citizens in this case). But the mistake was done and now it’s time to make a decision about the 

leaving of United Kingdom from the European Union, with or without Brexit deal because the grace time was 

being spent. 

 

2. The United Kingdom and the European Union Relations 

The history of the problem starts with the moment of the 23rd June 2016, when Prime Minister, David Cameron 

established a referendum for citizens to decide the fate of United Kingdom, if they want to stay or to leave from 

the European Union.  

According to the BBC, the results are as follows: 46,501,241 people were entitled to vote on the day of the 

referendum. Of these, 72.2% voiced directly the will to remain an EU citizen or to leave the community bloc. 

16,141,241 decided to remain in the EU, and another 17,410,742 decided to leave (BBC, 2019). 

It means that citizens decided that United Kingdom would leave from the European construction, this vote was 

being based by electorate vote and the will of the citizens, not on a political decision as it should have been 

doing. Here was the fate of David Cameron, because let the citizens the chance to make a decision about an issue 

of foreign policy. 

United Kingdom Government has started the procedures for the leaving of Great Britain from European Union 

by invoking the Article 50 of Lisbon Treaty (Tratatul privind funcționarea Uniunii Europene, Jurnalul Oficial al 

Uniunii Europene) on March 2017. By invoking this article, it has been started the official process of leaving the 

European Union due to leave the EU at midnight on 30 March 2019. At that time, the European Union 

renegotiated the deadline of Brexit because Britains did not approve the agreement in front of the Parliament. 

The delays have continued so far in favor of Great Britain. Now, Brexit is scheduled for October, 31. But now, 

there is a major question arises in what kind of relationships will remain United Kingdom with European Union? 

United Kingdom will leave the European Union with a deal or without a deal? For this outcome will be 

responsible Boris Johnson, the new Prime Minister. 

Returning back to history, the Euroscepticism of United Kingdom started with the idea of building the European 

Construction. Has the United Kingdom of Great Britain and Northern Ireland been opened to the European 

Ideas? So, the answer to this question is considered to be one of the reasons why Brexit happened. The 

inconsistency between the fact that Britain is a multicultural country that accepts diversity and even supports it 

through coherent policies and the fact that it is not open to the European idea is also the basis of my hypothesis 

that their identity was one of the reasons which triggered Brexit referendum. I have started from the premise that 

the UK has had and still has the borders open to the population of the former colonies, but to the Europeans has 
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shown its total disinterest. The lack of retrieval with the European idea, from my point of view, has accentuated 

the English nationalism and it anticipates Brexit. 

Robert Schuman, an emblematic figure of the European integration, in The Declaration hold on 9th May 1950, 

stressed the idea that “Europe will not be made all at once, or according to a single plan. It will be built through 

concrete achievements which first create a de facto solidarity” (Schuman Declaration). 

As far as the European Union is concerned, the actuality does not coincide with the idea from which it began in 

its construction. If at the beginning of the European construction, Jean Monnet’s father declares that the result 

will be a union of people and not of states (Părinţii fondatori ai Uniunii Europene, 2007) today, we are 

witnessing the opposite of the Monetary idea. “In terms of the European enlargement process, cultural 

differences have not been a subject of EU accession conditions, usually referring to political, socio-economic 

and institutional issues”, from which we can deduce that enlargement increasingly deserves, but it ignores 

elements that are specific to each country. 

The post-1945 period was an extremely dynamic one supported by the desire to overcome the disaster caused by 

the two world wars. The US has been involved in the Marshall Plan in the recovery of Europe, but not enough to 

cover the entire catastrophe. France's idea of reconciliation with Jean Monnet sets the foundations for today's 

European Union, where the economic goal dictates politics. Robert Schuman's statement of 1950, presented in 

accordance with the Monetary idea, attracts four other European countries alongside Germany and France, thus 

establishing the Economic Coal and Steel Community. The beneficial effects of this community have begun to 

become more and more visible, and more and more European states have expressed their desire to join. Among 

these are the United Kingdom of Great Britain and Northern Ireland, which, being economically devastated, 

hopes to find the solution for reconstitution in the ECSC. 

The attractiveness of the European Union has made it possible for six states to reach 28 states, but this has also 

forced a rethink of the integration of states and its institutions. Britain has played an important role in the EU's 

global policy, but the supranational level of the Union was not to the liking of the British state. 

However, in the context of multiculturalism, the European Union has forgotten that Europe is a Christian country 

with centuries-old values and beliefs that can not be overcome overnight. As regards the European idea 

promoted with the formation of the Union, the United Kingdom has shown its skepticism from the start. General 

Charles de Gaulle's refusal to accept the United Kingdom in the European Economic Community and thereby 

give it access to the common market includes its sense of insularity that does not coincide with the EEC 

principles (Conférence de presse du 14 janvier 1963) 

Regardless of who was head of the London Executive, British sense of superiority continued to be a barrier to 

achieving a united, united Europe. Starting from convening a referendum on remaining or leaving the CEE 

during Prime Minister Harold Wilson, and reaching the “Iron Lady”, Margaret Thatcher, who considered that 

“all problems originated in mainland Europe and all solutions came from Anglo-African Nations around the 

World” (Covei, 2018) the discrepancy between the British way of thinking and the expectations of the EU is 

clearly highlighted. To show further evidence of this discrepancy, David Cameron’s statement in 2013 is 

relevant: “We have the character of an island nation: independent, tantalizing and stubborn in defending our 

sovereignty. We can not change this British sensitivity (...) And because of this British sensibility, we come to 

the European Union with a more practical than emotional mentality” (Biţă , 2016). 

The problem of Brexit is an old problem which was revealed in the context of rising Euroscepticism at European 

level and the growth in polls of UKIP in United Kingdom. Britain has never been open to the true European idea, 

but economic calculation has been the one that dictated British policy and direction within the EU, and when it 

did not look up, the referendum was the instrument of correction, with which it was decided breaking. 
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3. Treaties, Politics and Negotiations in the European Union   

Returning back to the topic of our article, we will analyze the Treaty on the Functioning of the European Union 

to show how negotiations are much important than treaties themselves and how politicians can influence the 

decisions of the European leaders. As I mentioned in the introduction of the article, the main problem facing the 

European Union is the lack of instruments. A concrete case is the lack of instruments available to the Member 

States when they show their willingness to leave. Turning to the primary sources of law - the Treaty on European 

Union - we will see that the instruments through which States can leave the European Union are not clearly 

specified. There is only a certain clarification, which is ambiguous and leaves to European politics and 

negotiations the possible obligations to be fulfilled. But we will see more concretely by exemplifying with the 

relevant passages in the law text. 

We want to put to the fore the argument that a source of primary law does not respond precisely to an existential 

process, which is unlikely to be encountered, but necessary if it occurs within the European Union. This is the 

example of the United Kingdom. Without this legal basis, the United Kingdom has taken advantage of the 

European Union’s indulgence and the negotiations have been extended for more than two years, as stated in the 

Treaty 

Primary sources, or primary legislation, originate mainly from founding treaties, namely the Treaty on EU and 

the Treaty on the Functioning of the EU. They define the division of competences between the Union and the 

Member States and underpin the strength of the institutions. They thus set out the legal framework within which 

the EU institutions implement European policies. The primary legislation shall also include: the European Union 

amending Treaties; the protocols annexed to the founding treaties and to the amending treaties and the accession 

treaties of the Member States to the European Union (Summaries of EU Legislation, 2016). 

Under the treaties, the European Union institutions have the possibility to adopt legislation, which Member 

States subsequently apply. The main acts of primary law of the European Union are as follows: the Treaty of 

Lisbon (2007), Treaty of Nice (2001), Treaty of Amsterdam (1997), Treaty on European Union — Maastricht 

Treaty (1992), The single European act (1986), Fusion Treaty – Brussels Treaty (1965) Rome Treaties - EEC 

and EURATOM Treaties (1957) and the Treaty establishing the European Coal Community and Steel (1951). 

Looking carefully at each treaty of the sources of primary law, we find only one document specifying the 

procedure for exiting the European Union. This is article 50 of the Treaty on European Union provides for the 

procedure whereby a Member State may withdraw from the European Union if it wishes to do so. This procedure 

was introduced for the first time by the Treaty of Lisbon in 2007 (Treaty of Lisbon, 2007). 

Article 50 of the Treaty on the functioning of the European Union thus explains the exit procedure in five parts 

but none of them is so clear. First align said that “any Member State may decide to withdraw from the Union in 

accordance with its own constitutional requirements” (Consolidated version of the treaty of European Union, 

2012, p.31). It means that specialists in the field of European law have taken into account that at some point 

there will be this possibility, although the treaty itself takes the form of a contract with obligations and duties, 

but also with specific references to its start and end. 

Second align describes the procedures of withdraw from the European Union but it not explains the following 

steps after the notification. The align said that “Member State which decides to withdraw shall notify the 

European Council of its intention. In the light of the guidelines provided by the European Council, the Union 

shall negotiate and conclude an agreement with that State, setting out the arrangements for its withdrawal, taking 

account of the framework for its future relationship with the Union” (Consolidated version of the treaty of 

European Union, 2012, p.32). Thus, the conditions for withdrawal from the European Union and the form taken 

by the future bilateral relations between the two states are left to the negotiations between the European Union 

and the Member State. This means that the procedure is not a uniform one, even if two states decided at the same 

time to leave the European Union, they may not benefit from the same conditions of exit and be subject to the 

political power that everyone has in their negotiations with European leaders. In this situation, each state benefits 

from its European leadership status or from its favorable position, managing to negotiate a preferential 
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relationship with the European Union even after leaving the bloc. 

Third align recalls the period of entry into force of the de agreement withdrawal “the treaties shall cease to apply 

to the State in question from the date of entry into force of the withdrawal agreement or, failing that, two years 

after the notification referred to in paragraph 2, unless the European Council, in agreement with the Member 

State concerned, unanimously decides to extend this period”(Consolidated version of the treaty of European 

Union, 2012, p.32). The main problem here is the possibility of extending this deadline, and more specifically 

what conditions are if this deadline is extended. Only force majeure should be accepted in order to extend this 

deadline. We are discussing here the example of Britain, which has extended the exit deadline by about one year, 

without taking radical decisions in this time. We can say that it was only a long indecision that did not bring any 

benefit to both the British state and the European Union. We have thus witnessed a free show by Britain, which 

at some point was caught between its own pride and the desire to continue to benefit from the European Union, 

nationalist speeches that have political stakes between British and European politicians 

Forth align fills in previous two for the purpose of highlighting the fact that “the member of the European 

Council or of the Council representing the withdrawing Member State shall not participate in the discussions of 

the European Council or Council or in decisions concerning it” (Consolidated version of the treaty of European 

Union, 2012, p.32). This exclusion is natural as long as the state has expressed its wish to leave the European 

Union, which does not give it the right to take a decision on this topic. 

The final aligns describe the procedure of re-accession to the European Union – “a State which has withdrawn 

from the Union asks to rejoin, its request shall be subject to the procedure referred to in Article 49” 

(Consolidated version of the treaty of European Union, 2012, p.32). It is obvious that if a state wishes to enter 

the European union again, it must go through the same procedure as a new state, without considering that it has 

been a Member and must enter into it ex officio. It will thus verify whether the state meets the conditions of 

accession and at the same time will not allow the states to leave and to enter back every time they wish, thus 

avoiding crises like the one created in the case of Brexit. 

 

4.  Legal Loopholes Regarding this Matter 

Main risk of Brexit is the rise of populism at Member States level, intensified on the basis of the populist 

discourse of the political leaders and the nationalism of the states. Populists or Eurosceptics as we named them, 

they try to manipulate the mases in favor of growth in surveys and to gain the popularity of mases by speaking 

about national principles, sovereignty of the state and the limitation of the decision-making power within the 

state by the rules coming from Brussels. Irish Prime Minister Leo Varadkar recently said that a hard Brexit 

would raise issue of Irish unification, but the likelihood of Scotland leaving the UK will increase (Humphries, 

2019). Recently in the lower house of the British parliament, MP Ian Blackford, a member of the Scottish 

National Party, has called for a referendum on Scotland’s independence as a measure of protection against Boris 

Johnson’s policy (SNP, 2019). 

Euroscepticism is gaining in ever greater proportions, anti-Europeanism characterized by the founding states of 

the Union itself. In Western societies, political parties are against the EU institutions, against its enlargement and 

the Schengen area. The free movement of persons is beginning to be disapproved, and even to be a powerful 

reason to blame the efficiency of joining the European Union. In this respect, religion becomes a sensitive point 

and solidarity comes out of the landscape, because we can ask ourselves: Is it possible that we are solidary even 

though our specificity is restricted? Obviously, the answer is no, and this answer also underpins Euroscepticism. 

The “European Union: Contemporary and Perspective Issues” project, which was attended by people with 

extensive expertise in politics, economy, religion, etc., stresses the belief based on the Treaty of Lisbon, which 

reveals the inconsistency between solidarity and its extreme point: “Also, doubting and even denying the 

Christian foundation of European civilization by taking concrete measures to isolate Christian religious 

manifestations in the perimeter of church buildings is perceived as an unacceptable limitation of freedom of 

expression.” 
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Therefore, the problem of populism is not the existence of the current but the growth of Euroscepticism in 

surveys and the emergence of leaders with populist views in pro-European states. It might be a problem because 

the story of the story of the Brexit can be repeated with other states that may endanger the EU project and may 

contribute to its breakdown. For this reason, it is important for the European Union not to focus their efforts on 

the punishment of United Kingdom for Brexit (Dăianu, 2018, p. 274). 

 Brexit is also a blow to the European Union’s security and foreign policy because European Union loses an 

important partner in the fight with terrorism and with the external threats. Moreover, United Kingdom was an 

important tie between US and Europe, so will be important to analyze the future of relationships between NATO 

and the European Union. But the fear is not as great as we would be tempted to believe because the US will find 

new allies and interests within the European Union. 

There are some legal loopholes regarding this matter that can be improved to a better understanding of this treaty 

and about the procedure. First of all, we must return to modify the treaty because it does not explain in detail 

each step of an withdraw. Article 50 should be explained under a standard negotiation procedure, detailing the 

conditions followed in the negotiations but also of fixed deadlines for applying the effects of such a decision. 

 

5. Conclusions  

European Union was not ready to implement an article for the Treaty on the functioning of the European Union 

and now they are in the same situation. The lack of clear procedures for implementing a fairly ambiguous article 

and political interests of states regarding future relations with the United Kingdom, they led to negotiations 

without an end and without a concrete result. In order to avoid such bottlenecks in the future during negotiations 

between a state and the European Union, the Article 50 should be amended and supplemented with clear 

procedures for the exit of a state from the European Union if we are faced with a case similar to Brexit.  

In pursuit of improving the legislative component, the danger of having new states wishing to leave the 

European Union is avoided and more so than there would be concrete action breaks to avoid bottlenecks at 

European level. Finding effective action tools would further facilitate the evolution and sustainability of the 

European Union, which is currently facing political, economic, social, medical and identity issues. 
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Abstract 

Social sciences represent the beginning of the systematic and quantitative study of the social foundations 

required for political recruitment, as well as for career models. This paper analyzes the theoretical perspectives 

regarding the role of political parties and, especially, the internal mechanisms of recruitment in the development 

of a political career. What are the main recruitment mechanisms of the Romanian political parties between 1990 

and 2016? This represents the main focus of the study and answering this question is accomplished through 

analysis of official documents of political parties and through comprehensive interviews conducted with party 

members in leadership roles. Romanian political parties have been unable to develop well-established 

mechanisms of attracting citizens in those 30 years of democracy. Although they abide to the legal framework, 

they are unsuccessful in establishing strategies of attracting members and developing human resources. In most 

cases, recruitment is intensified only in the pre-election period. 

Keywords: Recruitment mechanisms, political parties, means of recruitment 

JEL Codes: D70, D72, D73 

 

1. Introduction 

Early political socialization is a first step towards one’s future involvement in an active and responsible political 

life. This first step is also relevant to the study of political recruitment only in regard to its influence on one’s 

chances of being recruited or their desire to attain a specific role in politics. Many of the perspectives (Schwartz, 

1969) regarding recruitment into political parties are formulated in terms of the individuals’ early socialization, 

where their journey through the “political infrastructure” begins with this socialization. Keeping in mind the 

importance of career prospects, it is also relevant to mention that recruitment is essential for the political 

development of an individual, as well as to the establishment of a powerful political party. 

Political recruitment refers to partisan institutional processes through which the individual manages to develop a 

political career with well-defined functions and roles by assessing the duties and opportunities which come with 

it. Political recruitment processes can be extramural or intramural (Marvick, 2020). 

According to the aforementioned definitions, recruitment represents a selection process through which party 

member, electoral list or other political position “vacancies” are filled (Villarreal, 2009).  

In order to identify the development of the political man or woman in Romania, one must also consider all the 

elements which constitute a political system in a democratic state: political parties, political connections, 

mechanisms, partisan migration, legislation which refers to the political activity in a state, means of running for 

office, partisan hierarchy, political power and political action. All of these lead to the identification of the 

political universe in which the individual is to be found and in which he or she perfects themselves from a 

political standpoint. 

Studies which analyze political parties (Matthews, 1984) and their means of recruitment identify just one 

relevant solution, although not a comprehensive one, to the following issue: how to attract party members in 

order to maximize the chances of winning on the electoral lists. The vote and the electoral system represent an 

important test to any political movement in the world, yet, for a political party, this is not the only key aspect. A 

political party’s human resource must consist of high-quality members at all levels, not only on the electoral list 

and the nominees’ staff, but also on the administrative staff or other essential positions. 
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For example, in the case of the French Socialist Party, recruitment of members and supporters is fundamental 

from both a political standpoint, as well as a financial one. Duverger (1976, p.117) states that “the party seeks to 

educate the working class, therefore discerning in it an elite capable of assuming control of government and 

administrating the country: the supporters are thus the essence of the party, the matter of its actions. Without 

supporters, the party would resemble a teacher without his or her students.” 

Our analysis aims to extend past what has been already presented and, considering the data present in specialized 

periodicals and articles, we intend to determine the main recruitment mechanisms of political parties at all 

identified levels. The goal is to identify and specify the levels of a political party and, afterwards, identify and 

outline concepts which refer to the means of recruitment of human resource. The analysis focuses on the 

Romanian parliamentary political parties after 1989, as this represents the year of reference for the 

commencement of the democratic project in Romania. For the moment, we shall only analyze the parliamentary 

parties as they are the ones which won the trust of voters and we may therefore assume, in a subjective manner, 

that they benefited from being well organized. Political organization in a party does not refer solely to electoral 

lists. The moment the actual vote takes place represents the proper testing in front of the electorate of the 

undertaken actions, the means of representation, the quality of the party’s human resource, the public offices its 

members occupy or the party’s support for various policies of local or national interest. 

 

2. Methodology 

In order to identify the main recruitment mechanisms of political parties in Romania we chose to analyze all the 

parties which had representatives in the Romanian Parliament (Chamber of Deputies and/or Senate) during 

various terms of office and follow their evolution. The data analysis was correlated with similar studies done on 

a national level, such as the means of recruiting politicians for the electoral lists. 

For all of these we have established four research objectives: 

1. Identifying the main factors which form the basis of citizen acceding and their involvement in a political 

party in Romania. 

2. The analysis of the main recruitment means of political parties in Romania, in an analysis of the parties 

beginning with 1989 and ending with 2016. 

3. Identifying the evolution from one term of office to the next of these means of recruitment. The analysis 

makes use of the concept of a term of office in order to establish a time frame, but does not focus solely 

on the means of recruitment of that period. 

4. The projection and outlining of the role of recruitment systems in political parties, as well as verifying 

the strategies those parties used in Romania. 

Research focus: What are the main recruitment mechanisms identified among the political parties in Romania 

from 1990 to 2016? 

In order to achieve the aforementioned objectives, our research had to involve the following steps: 

-identifying and analyzing the statutes of parliamentary parties from 1990 to 2016; 

-identifying the main elements which make a new member joining the political movement possible; 

-having 16 comprehensive interviews with representatives of political parties, 10 with representatives of 

parties on the left of the political spectrum and 6 with representatives of parties on the right; 

-collecting data and analyzing speeches in order to identify the main mechanisms of recruitment of political 

parties. 
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3. Means and Mechanisms of Recruitment of Political Parties in Romania 

An initial analysis of the recruitment mechanisms of political parties in Romania revealed that it was first 

necessary to study the representative political groups from 1990 to 2016. Representative political groups refer to 

all the parliamentary parties in Romania or to those which have or had representatives in the European 

Parliament since Romania joined in 2007. Therefore, 24 political parties were analyzed, as observed in table no. 

1, in order to detect the main recruitment mechanisms. 

Table 1. Political parties analyzed (1990 – 2016) 

No. Abreviation Party name Terms of office in the Romanian Parliament 

1. PNȚCD Christian Democratic National Peasants' Party 1992-1996 

1996-2000 

2012-2016 

2.  PL'93 Liberal Party – 1993 1992-1996 

3.  PAC Civil Alliance Party 1992-1996 

4.  PER Ecologist Party of Romania 1992-1996 

1996-2000 

5.  PNL National Liberal Party  1992-1996 

1996-2000 

2004-2008 

2008-2012 

2012-2016 

2016-2020 

6.  PD Democratic Party 1992-1996 

1996-2000 

2004-2008 

7.  PUNR Romanian National Unity Party 1992-1996 

1996-2000 

8.  UDMR Democratic Alliance of Hungarians in Romania 1992-1996 

1996-2000 

2000-2004 

2004-2008 

2008-2012 

2012-2016 

9.  PRM Great Romania Party 1992-1996 
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1996-2000 

2000-2004 

2004-2008 

10. PSM Socialist Party of Labour 1992-1996 

11. PAR Romanian Alternative Party 1996-2000 

12. FER Ecologist Federation of Romania 1996-2000 

13.  PDSR Romanian Social Democratic Party 1996-2000 

2000-2004 

14. PUR-SL Romanian Humanist Party (social-liberal) 2000-2004 

2004-2008 

15. PSD Social Democrat Party 2000-2004 

2004-2008 

2008-2012 

2012-2016 

2016-2020 

16. PDL Democrat Liberal Party 2004-2008 

2008-2012 

2012-2016 

17. PC Conservative Party 2004-2008 

2008-2012 

2012-2016 

18. UNPR National Union for the Progress of Romania 2012-2016 

19. FC Civic Force 2012-2016 

20.  PP-DD People’s Party- Dan Diaconescu 2012-2016 

21.  VERZII Green Party 2012-2016 

22.  USR Save Romania Union 2016-2020 

23.  ALDE Alliance of Liberals and Democrats 2016-2020 

24.  PMP People’s Movement Party 2016-2020 

Source: personal data processing 

Regardless of the development of recruitment mechanisms, it is important to understand that member activity in 

a political group is regulated through the statute of every political party, as all as through national and European 

legislation. At a national level, the means of recruitment of members in a political party is regulated by the law 
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(No.14 of January 9th, 2003), republished Law of Political Parties and updated by the Permanent Electoral 

Authority until 25.05.2015 and it must meet certain criteria simultaneously: 

-citizens which, according to the Constitution, have a right to vote; 

-individuals who are forbidden by law to be politically associated cannot join; 

-individuals may not be members of two or more political parties simultaneously. 

Considering these criteria, we have identified a series of elements which form the fundamentals for a citizen to 

join a political party and become a member. It is necessary to first present the context in which one may become 

a member and then identify the mechanisms through which political parties attract new members. In the analysis 

of those 24 political parties, common criteria may be found, as well as specific aspects of each political party 

regarding member enrolment. 

The most important are represented by: 

1. The age of the citizens who wish to join a party. This criterium is specified in the Constitution as being 

18 years old is required in order to be allowed to vote; 

2. The absence of discrimination based on sex, religion, ethnicity, nationality; 

3. Romanian citizenship is mandatory, unless the individual is from another member state of the European 

Union, in which case stable residence in Romania is required; 

4. Recognizes the statute and the political platform of the party; 

5. Has a professional, moral and political conduct in accordance with the interests of the state and the 

interests of the party; 

6. Attaining membership is realized by filling the Adhesion and Registration form; 

7. Membership is contingent on paying a fee. 

After analyzing the 24 statues of the parliamentary parties in Romania between 1990 and 2016 we observe the 

fact that the majority is in accordance with the national legislation and the stipulations of the Law of Political 

Parties which reference membership. 

It should be mentioned that out of 24 political parties, 4 were found to have an official statue which was not 

signed by the competent authorities and were, therefore, not taken into consideration. Age is a mandatory 

criterium which must be respected, yet we have observed that only 65% of political parties reference it, as the 

other 35% do not mention it. The absence of discrimination based on sex, religion, ethnicity and nationality is a 

criterium found only in 55% of the analyzed parties, while Romanian citizenship or stable residence represent a 

criterium found in 100% of cases. 
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Figure 1. Main criteria for joining a party and their expression in percentages for all of the 24 analyzed parties. 

       

0
10
20
30
40
50
60
70
80
90

100

These elements are found These elements are not found

 

          Source: personal data processing 

Joining a political group is directly contingent on recognizing the statute and the political platform of the party in 

a proportion of 100%, while professional, moral and political conduct according to the interests of the state and 

the party is only found in 85% of cases. In 2018, at the National Council of the Social Democrat Party, the 

president of the council, Mihai Fifor, stated the following: The human resource is the most important political 

chapter of a party. Today begins the expansion of the selection basis for the future political elite of Romania. 

There are at least three essential criteria – professional training, attachment to our party and to social-democrat 

values and, perhaps most important of all, love for this country. 

We observed that local, municipal or county permanent offices were involved in the membership approval 

process for all parties, a fact which reveals essential information regarding the involvement of the selectorate in 

the recruitment mechanisms of new members. 

Lundell’s scale represents, at the same time, an instrument for measuring centralization and decentralization in 

political parties, as well as for measuring the involvement of the selectorate in the decisions the party will take, 

such as accepting new members. It was developed by  Lundell (2004, p. 25-47) and evaluates a series of data, 

such as the degree of centralization regarding the means of selection of candidates inside the party. 

For example: 

Country /  Party/  Election year / Index 

- Australia Labor Party* 2001 4 

- Austria SPÖ* 1999 4 

- Belgium CVP 1991 3 

- Canada LPC* 2000 3 

- France RPR 1986 4. 

On the Lundell scale of decentralization of the large political parties in Romania the following situation is 

observed: The Social Democrat Party (the main party on the left in Romania) is between 4 and 3, The National 
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Liberal Party (the main party on the right in Romania) is at the middle of the scale while UDMR (the largest 

party of minorities in Romania) is at level 1 of decentralization (Lundell, 2004, p. 25-47) 

Political parties in Romania are transitioning (LaPalombara, 1990) from bureaucratic mass parties to electoral-

professional parties. Recruitment systems understood this and transitioned from an approach mainly oriented 

towards attracting new members and developing strong vertical organizational links to weak vertical links, but 

with a constant regard for the opinion of the electorate. 

After this analysis of the context in which new members are accepted, the question we must answer is whether 

political parties have developed certain recruitment mechanisms of members. The answer to this question has 

been formulated after analyzing the public statements of political party presidents, of political leaders from the 

central executive office, after interpreting the evolution of the number of members from official statistics, etc. 

The technical literature has intensely analyzed the means of candidate selection for electoral lists. However, we 

mention that recruitment mechanisms, which sustain an important component of a political party, namely the 

human resource, may manifest in different ways. 

Regarding the model of candidate recruitment, Ficeac (2015, p.5) presents the theory of rational choice which 

states that all politicians are rational agents who think in terms of costs and benefits. 

He claims there are at least three factors which influence the recruitment of individuals in politics: 

-the electoral system (majoritarian, proportional or mixed); 

-the type and number of polls (ranked voting or electoral lists, in one or two rounds); 

-the number of colleges in an electoral district. 

Beyond the theoretical aspects, for Romania and the studied parties, we claim that political recruitment is 

characterized by two important elements: 

1. Means of political recruitment – representing the way in which this phenomenon is realized: 

- co-opting individuals involved in politics, usually in other political parties; 

- rewarding those who join a political group; 

- alliance as mutual help; 

- headhunting as the main element in searching for experts required for the political parties’ activities, 

or simply searching for new members for developing party relations. 

2.    The mechanism of political recruitment – representing the way in which the means are put into practice and 

results are obtained. 

As a result of those 16 comprehensive interviews with political party representatives from Romania, a few 

recruitment mechanisms of individuals in political parties have been identified and a few general models have 

been created. In the following presentations, the word “candidate” refers to an individual who desires to join a 

political party or has been nominated for this position. 

1. WIN-WIN system 

 

Candidate for party  common interests                                          

membership                                                                             Political party 

 

This recruitment mechanism of members into political parties is bidirectional as both involved actors, the 

candidate and the political party, need each other. This process is based on the existence of common interests, of 

which financial interests have usually been more common, or the existence of public offices. The means through 
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which the recruitment mechanism functions are represented by an unwritten alliance and mutual support. The 

party member will exist as long as the common interests are present and satisfied in a higher or lesser degree. 

This process forms the basis for the relationships between those who finance political parties in Romania and the 

party hierarchy. 

2. Multilevel recruitment 

 

                                                               Political Party 

  

 

                       Party member 1                                                    Party member 2 

 

 

 

 

      Candidate 1                           Candidate 2                         Candidate 3             Candidate 4 

 

For this recruitment formula, the relationship is bidirectional between the candidate and the member, as well as 

between the member and the political group. Recruitment is realized through active party members who must 

bring other candidates. This recruitment formula was observed generally in newly-founded parties whose goals 

are to expand/develop the number of members, their relations and the political structure. The means of political 

recruitment is represented by headhunting and, in most cases, the involvement of the new member in the party 

will be efficient as long as there is a relationship based on interest with the individual who brought him in, but 

not with the party he or she is a member of. 

3. Self-recruitment 

 

Candidate                                                  Political Party 

 

The relationship is unidirectional as the candidate desires to become a member of the party without being invited 

or having a direct link with it, but rather being based simply on his or her motivation of being a member in the 

party. This is considered to be the most desired means of recruitment because the effort required to gain new 

members is insignificant, although their long-term presence in the party cannot be assured. This means of 

recruitment is influenced by the party’s notoriety and the existence of promotional campaigns. 

 

4. Reproduction of power 

 

                                               Political Party 

 

      The party’s youth                                                   The party’s student  

         organization                                                          organization 

     

This is one of the most common forms of recruitment and the relationship is unidirectional, as the political party 

co-opts new members in its structures from inside youth and student organizations when they meet the criteria 

required by the existing laws. In Romania, the Social Democrat Party managed through this form of recruitment 

to offer those who lead such organizations the opportunity to advance in hierarchy to the leadership of the party. 
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The means of recruitment are represented by rewarding the candidates, using certain advantages in favor of those 

who are members of the political party in order to retain them and the development of political competences. 

Examination and apprenticeship are elements which characterize this form of recruitment. 

5. Merging of political parties 

Although many arguments may be presented against this mechanism being classified as a political recruitment 

technique, a trend emerged after analyzing the interviews in which political parties grow the number of members 

by merging with another party. This formula emerged in two variants: political parties were too small and, 

during the electoral period, it was necessary for them to attain at least 5% of votes in order to have 

representatives in the Romanian Parliament or, in the second case, political parties desired to consolidate their 

power in a certain area. 

The development of these recruitment mechanisms are models which resulted from the discussions and analyses 

regarding the parliamentary political parties in Romania from 1990 and up to 2016. Recruitment into a political 

party is mainly realized for the electoral lists and maximizing the chances of winning the polls. However, the 

human resource in a political party is diversified, with different needs and skills, with different roles, from a 

simple party member who regularly participates in the party’s activities, to the candidate for the highest office in 

the state. Regardless of level, political parties need to be aware of every factor which could affect their entire 

activity. Most mechanisms of recruitment are activated when internal elections in the party take place or for 

public office and we have observed many shortcomings regarding this: 

- candidates of political parties are not well trained; 

- the high number of members makes their ideological training impossible, as well as the development of 

the feeling of belonging to a party; 

- strategies of recruitment and development of the human resource are not expanded  

- more than 85% of the political parties evaluated in this study lack a human resource department and 

most of the activities which should be associated with it were realized by the party structure’s 

secretariat. 

The period of intensification and presence of recruitment mechanisms coincides, in most cases, with the pre-

electoral period as represented in figure 2. 
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Figure 2: Spreading of recruitment mechanisms in the period between two elections 
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Source: personal data processing 

Electoral periods are represented by the intervals 1 and 5, while the pre-electoral period is represented by 

interval 4 and interval 3 represents a low party activity period. Relating to recruitment systems, win-win, 

reproduction of power or multilevel recruitment mechanisms were found in interval 4 – pre-electoral period – 

while self-recruitment was found to be present during all the presented intervals. It should be mentioned that 

recruitment mechanisms are activated usually before or during the electoral periods. 

4. Conclusions 

In a less optimistic view we may observe the following aspects: 

- recruitment mechanisms based on the increase of certain advantages reserved exclusively for members 

could lead to a certain spoil system; 

- efforts to attract certain individuals from the intellectual class are abandoned in favor of attracting 

masses of individuals and sympathizers, a case in which the party replaces competence and efficiency 

with a numerous public of voters and, implicitly, sympathizers; 

- there are no human resource departments in any political party and their responsibilities are passed on to 

the general secretariat; 

- there are no well-formulated strategies of attracting individuals and developing a sense of membership. 

In a recent analysis (Greenfield, 2020), trust in political parties in Romania was at only 11.3%, ranking second to 

last as only the Romanian Parliament was lower than that. Romanian political parties do not manage to produce 

true political reforms, although we observe an increase in the recruitment of quality human resource in parties. 

Recruitment mechanisms are activated in the majority of cases in the period before elections in order to obtain 

help and support for the electoral lists, for party activities and campaigns and in order to convince citizens to 

vote in a certain way. Recruitment mechanisms vary from one party to the next, yet one can identify similarities 

in regards to their actions, to general models of recruitment based on the size of the party, to the resources they 

have at their disposal, to their internal structure and their statute. 
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Many of the answers in the comprehensive interviews suggest that recruitment mechanisms are based on two 

general elements: the common interests of the involved actors in the process and the motivation of the candidates 

in regards to attaining membership in the party. As a way to make membership more attractive, political parties 

have developed certain recruitment mechanisms by raising the benefits reserved exclusively for members. 

Additional information about politics may be offered, a system through which the privileged may access certain 

resources may be implemented or one may come into contact with certain influential politicians who benefit 

from a certain status. 

We can conclude with the author's words Susan Scarrow (2005, p.15)  who states that “for the parties in which a 

significant increase of members is produced shortly before the primary elections, providing tangible benefits 

such as these could constitute a solution to keep new members even after the primary elections. Members may 

join a party, yet remain for another.” 
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Abstract 

In today's world, especially with lots of uncertainties surrounding the markets following COVID-19 pandemic, 

transformations are taking place rapidly in business and finance, which is one of the most important parts of the 

business world. Financial literacy attitudes and behaviors should be determined so that not only senior business 

owners but also individuals can reasonably evaluate their debt, savings and investments. The purpose of this 

study is to examine the financial literacy attitudes and behaviors of entrepreneurs. In this context, the 

entrepreneurs who are the members of a regional Commodity Exchange in Kirikkale, Turkey have been selected 

as the sample. Thus, the results of the research are thought to provide important findings for entrepreneurs who 

are at the center of trade, unlike the researches that determine the level of financial literacy of university 

students. According to the findings, the financial literacy level of entrepreneurs is above average than the 

previous studies. According to other findings, it was determined that financial literacy levels of entrepreneurs on 

consumption differ significantly from each other depending on age, financial literacy levels differ significantly 

compared to conducting e-commerce transactions, and attitude level differs according to benefiting from grant / 

credit support schemes. On the other hand, the level of financial literacy does not differ significantly according 

to the type of business, the state of engagement in provincial production, the amount of turnover and the level of 

education. 

Keywords: Financial Literacy, Credit, Financial Awareness, Entrepreneurship, Attitudes, Behaviors and 

COVID-19.  

 

1. Introduction 

Individuals may have to follow the income-expenditure-savings balance rather than turning their income into 

consumption habits in order to survive. Having enough knowledge about financial instruments, decisions about 

where, when and how to obtain the financial resources needed, and in which investments to use the provided 

funds are not only the concerns or motivations of individuals who have high level commercial relations, but also 

the different segments of the society such as housewives and university students in today’s rapidly changing 

World, especially with lots of uncertainties surrounding the markets following COVID-19 pandemic. 

Furthermore, while all personally made financial decisions impact their own lifestyle and future concerns on a 

micro scale; the economic well-being of the whole society may be affected on a macro scale. 

With the globalization, the variety and density of products offered are increasing. However, the monthly 

earnings of many individuals are at a certain level or not compatible with the rapid change. The increasingly 

complex market structure may compel individuals to make reasonable decisions in the financial field as well. 

Therefore, determining financial awareness and financial literacy levels is very important to help individuals 

http://www.rsepconferences.com/


17th RSEP International Economics & Social Sciences Conference – Virtual/Online 

6 April 2020, Holiday Inn Piramides, Madrid, Spain 

 

www.rsepconferences.com                  CONFERENCE PROCEEDINGS         ISBN: 978-605-06961-2-7/April 2020 

 

 

 

          70 

 

make the right decisions. Because financial literacy skills are critical for individuals to make effective financial 

decisions and manage potential risks that they may encounter. Researchers have suggested that financial 

information and financial literacy are associated with beneficial financial behavior (Sarıgül, 2015; Mandell & 

Klein, 2009). 

Developments throughout the world have brought about change in the financial field. With the increasing 

importance of individual decision making skills on increasingly complex financial processes, interest in the 

concept of financial literacy has also increased. As the world becomes more financially complex, individuals and 

their families have to make multidimensional and irreversible decisions. (Lusardi & Mitchell, 2011a). The 2008-

2009 global financial crisis, in particular, has shown that individuals' ability to make financial decisions is 

important in personal finance development, which enables more efficient allocation of financial resources 

(Klapper et al. 2013: 3904). In addition to the variety of financial products put on the market, structural 

liberalization and market reforms that have emerged in social security have caused the decision-making to shift 

from the state and employers to individuals (van Rooij et al. 2007: 2).  

Although different definitions are made in the literature on the concept of financial literacy, financial literacy can 

be defined briefly as “the ability of individuals to manage their budget by acting smartly in their financial 

decisions” (Biçer, Altan, 2016: 1502). 

This research aims to determine various demographic indicators of financial literacy attitudes and behavior, 

including Turkey's attitude of Kirikkale province located in Kırıkkale Commodity Exchange members in terms 

of the expenditure components. It is clear that the determination of the qualifications of the entrepreneurs in the 

trade center in terms of financial instruments, savings, investment, planning and expenditure will benefit both the 

entrepreneurs and the local economic development. 

2. Financial Literacy 

To define financial literacy briefly defined as the way income and expenditures are managed (Sarıgül, 2014: 

208); Knowledge of Financial Concepts, Ability to Communicate about Financial Concepts, Aptitude in 

Managing Personal Finances, Skill in Making Appropriate Financial Decisions and Confidence to Plan 

Effectively for Future Financial Needs five categories were created (Remund, 2010). Huston (2010: 307) argues 

that financial literacy is a component of human capital. On the other hand, Huston (2010: 307) argues that 

financial literacy is a component of human capital. Lusardi (2012) has suggested that mathematical skills and 

financial literacy are lifelong skills necessary to succeed in today's conditions. Remund (2010: 284) argues that 

“Financial literacy is a measure of the degree to which one understands key financial concepts and possesses the 

ability and confidence to manage personal finances through appropriate, short-term decision-making and sound, 

long-range financial planning, while mindful of life events and changing economic conditions” with a pretty 

comprehensive definition. Lusardi (2008b: 2) emphasizes that financial literacy affects financial decision making 

involving ignorance of basic financial concepts associated with poor borrowing, lack of participation in the stock 

market, and poor retirement planning. 

Some other research has shown that financial literacy has significant effects on determining financial behavior. 

For example, those with low financial literacy are less likely to participate in the stock market (Van Rooij et al. 

2007; Lusardi, 2008b), their retirement plans are lower (Lusardi & Mitchell, 2006; Lusardi & Mitchell, 2007; 

Lusardi, 2008b; Lusardi & Mitchell (2011a) and that they could face bad borrowing (Lusardi & Tufano, 2009).  

Lusardi (2008a) and Lusardi & Mitchell (2013) argue that financial literacy significantly determines the financial 

behavior of households. Similarly, Şahin and Barış (2017) have shown that financial literacy has a positive effect 

on saving behavior. All these research results indicate that the level of financial knowledge and financial literacy 

have a significant impact on individuals' financial decisions. 

In a significant part of the researches, low financial literacy level is observed to be higher in certain groups; 

Lusardi et al. (2010) found that less than a third of young adults have basic knowledge about interest rates, 

inflation and risk diversity, and found that financial literacy is low. On the other hand, Lusardi (2008b) found 

that those with a low level of education, women, African-Americans and Hispanics showed low literacy. Lusardi 
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and Mitchell (2011b) stated that women are less financially knowledgeable than men; although higher education 

level has a strong relationship with financial knowledge, it showed that financial literacy tends to decrease even 

at the highest education level. 

Klapper et al. (2015) stated that women in both developed and developing countries have weaker financial skills 

than men. The financial literacy grade consistent with these findings, women in Turkey is low compared to men. 

Although decreased levels of financial literacy in older age groups in Turkey, the financial literacy levels of 

individual’s increases as per capita income increases (CMB, 2015). 

Although the vast majority of research focuses on the level of financial literacy in the USA (Lusardi & Mitchell, 

2007, 2009); financial ignorance has become the concern of most of the countries in the world. Klapper et al. 

(2013) investigated the effect of the participants' financial literacy level on their financial behavior during the 

economic crisis in Russia. Researchers have found that financial literacy is positively involved in financial 

markets but negatively related to the use of informal borrowing resources. In a study by Lusardi and Mitchell 

(2011b), it has been shown that it is common even in countries where financial markets are well developed, as in 

Germany, the Netherlands, Sweden, Italy, Japan and New Zealand. Lusardi and Mitchell (2011b) also found that 

where individuals score high in math and science tests, there is a tendency to score high in questions measuring 

numerically. Accordingly, even in countries with developed markets, the level of financial literacy of individuals 

can be low. 

Australia, Canada, Denmark, Finland, Germany, Israel, the Netherlands, Norway, Sweden, and the UK, where 

approximately 65 percent or more of adults are financially literate, have the highest financial literacy rates; On 

the other hand, it has been revealed that South Asia hosts countries with the lowest financial literacy scores. 

(Klapper et al., 2015: 7). According to 2015 published by Standard & Poor's Global Financial Literacy Survey, 

Turkey’s financial literacy rate is 24% (Şahin & Barış, 2017: 81). According to second Turkey Financial 

Literacy Survey Report carried out by Capital Markets Board of Turkey with a sample of 3,000 people in 2012, 

84% of respondents could perform simple mathematical operations. This ratio increased to 93% in 2015. While 

the rate of those who did not have any retirement plan was 26.6% in 2012, this rate dropped to 18% in 2015 and 

according to another data in the report, 42% of the participants did not make any savings. 

A large part of the research on financial literacy in Turkey, is intended to measure the financial literacy of 

college students. For example, the research carried out by Baysa and Karaca (2016) in the province of Tokat 

determined that the financial literacy level of bank customers is low. Biçer and Altan (2016) stated that financial 

attitudes and behaviors of university students, including spending, attitude, perception and interest dimensions, 

do not differ by gender. They determined that the four dimensions of financial literacy differed significantly 

according to the department the students read. Sword et al. (2015) found that male students have higher financial 

literacy than women, and the use of credit cards and internet banking affects financial literacy. 

On the other hand, Coşkun (2016) states that the financial literacy level of university students; showed that it 

does not differ according to demographic characteristics including gender, marital status, department, program 

type, class, monthly family income, employment status and settlement. Çam and Barut (2015) also revealed that 

university students are not financial literate. Ergun et al. (2014) stated that students are financial literate at a 

basic level; Ergun et al. (2014) determined that 31.7% of university students have high level of financial literacy, 

30.1% have medium and 16% have low level of financial literacy. In these studies, it is striking that the sample is 

generally composed of university students. 

According to another study conducted in Turkey, Fettahoğlu (2015), participants have the basic knowledge about 

financial literacy, but have inefficiencies on the vehicles that require complex and knowledge. Güler and 

Tunahan (2017), on the other hand, found that there is no relationship between financial literacy and borrowing 

behavior, but there is a relationship between financial literacy and demographic characteristics and savings 

behavior, and finally, more than half of the households' financial literacy is low. Durmuşkaya and Kavas (2018) 

found that male academics are more financially literate than female academics, academics working in social 

sciences, those working in health sciences, graduate graduates and academic staff. On the other hand, Kaderli et 

al. (2016), on the other hand, the vast majority of retired military personnel who served in the Turkish Armed 
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Forces, who graduated from the higher education program, answered the basic financial information questions 

incorrectly. These results showed that there is no relationship between education level and financial literacy 

level. 

Kutukız and Özden (2018) determined that the financial literacy levels of women entrepreneurs are low and also 

the level of education and income are not related to financial attitude. In another study, Öztürk and Demir (2015) 

argue that academics with a research sample need financial education, although it is determined that they are 

financial literate. Öztürk and Demir (2015) also found that more than half of academics learned their attitudes 

about money management from their families rather than education. Seyrek and Gül (2017), on the other hand, 

determined that entrepreneurship is more attractive as the personality suitability, knowledge adequacy and 

financial literacy level increase. On the other hand, Sezen and Demir (2015) determined that investors' financial 

literacy and cognitive ability levels are quite low. Şahin and Barış (2017) also showed that public employees' 

age, household income, following financial developments, and basic / advanced financial literacy have a positive 

effect on their saving behavior. 

Considering the research findings made in Turkey and abroad, the hypotheses proposed in this study are 

determined as follows: 

H1: Financial literacy level varies significantly with age 

H2: Financial literacy level differs significantly from e-commerce transaction 

H3: Financial literacy level differs significantly according to the status of benefiting from grant / credit support 

scheme(s). 

H4: Financial literacy level varies significantly according to the number of staff employed 

H5: Financial literacy level differs significantly from education level 

H6: Financial literacy level varies significantly according to turnover amount 

H7: Financial literacy level varies significantly according to the type of business 

 

3. Methodology 

The main objective of this research is to determine the financial literacy attitudes and behaviors of entrepreneurs 

registered with the Trade Exchange, Kirikkale in Turkey. The number of members of the Commodity Exchange 

is 170 people (http://www.kirikkaletb.org.tr/). 50 questionnaire forms were distributed to the entrepreneurs who 

formed the sample of the research. After missing and inadequate surveys, 38 remaining surveys were included in 

the analysis. In the first part of the questionnaire, there are questions related to demographic features including 

questions such as gender, age, education level. In the second part of the survey, the scale developed by Sarıgül 

(2015) is included. “Financial Literacy Attitude and Behavior Scale” consists of 4 factors: spending, perception, 

interest, attitude and 14 items in total. In this study, the reliability value of the scale was found to be α =, 55. 

Various analyzes have been carried out to test the hypotheses. In order to determine whether there is a significant 

difference between the financial literacy levels of the participants with various demographic features, t Test and 

ANOVA test were conducted. Research findings are included in the tables below. 

 

4. Results 

It is noteworthy that only one of the entrepreneurs participating in the study was female and 37 of them were 

male (Table 1).  When we look at the age range of the entrepreneurs, it is seen that most of them are at the age 

range of 35-64. 36.8% of entrepreneurs have high school education, 26.3% have university and postgraduate 

education. 71.1% of businesses are family businesses. Only 21.1% of business owners received grant / credit 

support from related institutions and organizations. Only one of the enterprises exports. 60.5% of the 
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entrepreneurs do not have production and trade activities outside the province. The turnover amount obtained by 

64.4% of the enterprises is 100.000 TL and above. 92.1% of employers employ 0-10 staff in their businesses. 

The rate of those who do e-commerce among entrepreneurs is 42.1%.  

Table 1 Information about Participants 

 N % 

Gender 

Female 1 2,6 

Male 37 97,4 

Total 38 100 

Age 

25 and below 2 5,3 

26-34 7 18,4 

35-44 10 26,3 

45-54 10 26,3 

55-64 9 23,7 

Education Level 

High School 14 36,8 

Under Graduate 10 26,3 

Graduate 10 26,3 

Business Type 

Family 27 71,1 

Partnership 9 23,7 

Did You Have a Grant/Credit Support Scheme(s)? 

Yes 8 21,1 

No 30 78,9 

Do You Do Exporting? 

Yes 1 2,6 

No 37 97,4 

Do You Have Any Production / Trade Activities Outside the City? 

Yes 15 39,5 

No 23 60,5 

Turnover in 2019 

1. 000-29.999 TL 6 15,8 

30.000-60.000 TL 2 5,3 

61.000-99.999 TL 2 5,3 

100.000 TL and above 26 68,4 

Number of Employees 
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Table 2 Financial Literacy Levels of Participants 

 

In Table 2, financial literacy attitude and behavior levels of entrepreneurs who are members of Kırıkkale 

Commodity Exchange are presented. According to Table 2, it is seen that the attitudes and interests of the 

financial literacy attitude and behavior scale of the entrepreneurs are at a high level and the levels of spending 

0-10  35 92,1 

11 and above 2 5,3 

Do You Do e-Commerce? 

Yes 16 42,1 

No 22 57,9 

  

Statements 

 

Mean Level  

 

 

Spending  

Shopping is very important for my happiness. 

3,40 Medium 

Money is for spending, not for saving. 

I find it difficult to control my spending. 

I don't understand how my money runs out. 

 

 

Attitude 

Money must be kept around the corner for unplanned expenses 

4,24 High 

I make weekly and monthly spending plans. 

I compare prices when shopping. 

When I buy something, I consider my financial situation. 

 

 

Perception 

Financial planning and budgeting are essential for those who have a lot of money. 

3,53 Medium It is not necessary to plan spending for short periods such as daily and weekly. 

Whatever I do, there is no change in my financial situation. 

 

 

Interest 

Money-related issues are complex. 

3,76 High I would like to study finance. 

I watch the economic and financial news of newspapers and televisions. 

Financial Literacy 

Attitudes and 

Behaviors 

 3,74 High 
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and perception are at a medium level. It was also determined that the general financial literacy level of the 

participants was at a high level.  

Table 3 One-Way ANOVA Test Findings for the Differentiation of Financial Literacy Level by Age 

 

 

Sum of 

Squares df Mean Square F Sig. 

Spending Between Groups 6,435 4 1,609 2,988 ,033 

Within Groups 17,769 33 ,538   

Total 24,204 37    

Attitude Between Groups 3,204 4 ,801 1,260 ,305 

Within Groups 20,982 33 ,636   

Total 24,186 37    

Perception Between Groups 7,884 4 1,971 ,962 ,441 

Within Groups 67,589 33 2,048   

Total 75,474 37    

Interest Between Groups 2,776 4 ,694 1,678 ,178 

Within Groups 13,648 33 ,414   

Total 16,424 37    

Financial 

Literacy 

Between Groups 2,434 4 ,608 2,623 ,052 

Within Groups 7,654 33 ,232   

Total 10,088 37    

 

When Table 3 is analyzed, it is seen that attitude, perception and interest levels from the sub-dimensions of 

financial literacy and financial literacy do not differ by age. On the other hand, the level of spending, which 

includes the behavioral dimension of financial literacy, shows a significant difference by age (p <0.05). In other 

words, the financial literacy levels of entrepreneurs' spending behavior differ significantly from each other 

depending on age. 

 

Table 4 T-Test Findings for Differentiation of Financial Literacy According to E-commerce Status 

Financial 

Literacy 
Mean Std. D. F Sig. t 

Yes 3,81 ,62636 
5,464 ,025 

,636 

No 3,70 ,44138 ,602 
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According to the results presented in Table 4, the financial literacy levels of entrepreneurs differ significantly 

depending on their status of performing e-commerce transactions. As can be seen in Table 4, financial literacy 

levels of businesses with e-commerce transactions were higher (3.81) than those without (3.70).  

Table 5 T-Test Findings by Financial Literacy Benefit Status in Grant / Credit Support Scheme(s) 

Financial 

Literacy 

(Attitude) 

Mean Std. D. F Sig. t 

Yes 4,69 ,45806 
8,592 ,006 

1,801 

No 4,13 ,84525 2,515 

 

When Table 5 is analyzed, it was found that the attitude level of the financial literacy attitudes and behaviors of 

entrepreneurs varies significantly according to the status of benefiting from the grant / credit support offered by 

various institutions and organizations. The financial literacy average of business owners benefiting from grant / 

credit support is higher. 

Table 6 T-Test Findings for the Differentiation of Financial Literacy by Number of Employed Personnel 

Financial 

Literacy 

(Attitude) 

Mean Std. D. F Sig. t 

Yes 4,26 ,83785 
4,319 ,045 

,439 

No 4,00 ,35355 ,920 

 

When Table 6 is analyzed, it is observed that entrepreneurs’ level of the financial literacy varies significantly 

according to the number of staff employed. 

In Table 3, Table 4, Table 5 and Table 6, only data on demographic characteristics in which financial literacy 

differs significantly are presented. The demographic characteristics of the financial literacy do not differ 

significantly that are not shown in the tables are the education level, the type of business, the state of the 

production outside the province and the amount of turnover. It was determined that the level of financial literacy 

did not differ significantly according to the type of business (p =, 190), the status of engaging in provincial 

production (p =, 869), the amount of turnover (p =, 669) and the level of education (p =, 475). 

If we look at the average of the financial literacy level of entrepreneurs according to the level of education, the 

level of financial literacy related to spending behavior is the most postgraduate (X = 3.75), the attitude 

dimension is the highest among those who have the postgraduate education level (X = 4.35) and similar 

perception (X = 3.87) it is determined that it has the highest level of postgraduate education. On the other hand, 

the group with the highest financial literacy level in terms of interest is the ones with university education level 

(X = 3.90). In terms of age, the total financial literacy level is highest in the 25 and below age groups (X = 4.21), 

and in the 35-44 (X = 3.96) and 26-34 (X = 3.95) age groups, respectively. While the average of spending and 

interest in financial literacy belongs to individuals under the age of 25, the average is for individuals between the 

ages of 26-34 and the perception dimension between the ages of 35-44.  

5. Conclusion and Discussion 

The issue of financial literacy has become an agenda in most developed and underdeveloped countries, 

regardless of the presence of the developed financial market and high economic development. Because financial 

ignorance not only affects household money management and future planning, it also directs the economic well-
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being of countries and even nations. As the variety of financial products and consumption increases, the need for 

budget management skills also increases. It is possible for people to make more reasonable decisions on 

consumption, borrowing, investment and savings should they have high financial literacy. 

With this research, it is aimed to contribute to financial literacy research in Turkey which has a limited number 

of research papers present. In the study, it was aimed to determine the financial literacy attitudes and behaviors 

of entrepreneurs registered in Kırıkkale Commodity Exchange. Our findings first show that the levels of attitude, 

perception and interest do not differ from the sub-dimensions of financial literacy and financial literacy by age. 

Ünal et al  (2019) from research conducted within the scope of financial literacy determined that financial 

literacy varies according to age in bank employees, the level of spending, which includes the behavioral 

dimension of financial literacy, shows a significant difference by age. Lusardi et al. (2010) found that young 

adults' financial literacy is low. The second finding shows that the attitude dimension of financial literacy differs 

according to the status of businesses performing e-commerce transactions. Financial literacy levels of businesses 

with e-commerce transactions were higher than those without (3.81) (3.70). This finding may be due to the fact 

that e-commerce entrepreneurs must have higher levels of financial literacy due to the nature of e-commerce, 

because they have more knowledge about legal regulations and international trade and have more risks. In this 

framework, the hypothesis H2 has been supported. 

Another finding is that the financial literacy attitude dimension differs significantly according to the status of 

benefiting from grant / credit support scheme(s). The financial literacy average of business owners benefiting 

from grant / credit support scheme(s) is higher. Therefore, the H3 hypothesis was also supported. H4 hypothesis, 

which is assumed that financial literacy level varies significantly according to the number of personnel 

employed, also found support. As a matter of fact, enterprises with high number of personnel should have the 

ability to make reasonable financial decisions in order to effectively manage the wages, payments and benefits of 

human resources. However, H5, “Financial literacy level differs significantly according to education level”, H6, 

“Financial literacy level differs significantly according to turnover amount”, H7, “Financial literacy level differs 

significantly according to the type of business” hypotheses were not supported and accepted. 

When we look at the average of the financial literacy level of entrepreneurs by education level, it is determined 

that the group with the highest financial literacy level is the ones with postgraduate education. Lusardi (2008b), 

on the other hand, found in his study that those with low education level showed low literacy. Similarly, 

Durmuşkaya and Kavas (2018) found that graduates were more financially literate than undergraduates and 

faculty members are more financially literate than research assistants or teaching assistants. Again, Kutukız and 

Özden (2018) concluded that the financial literacy levels of entrepreneurs are low, and also the level of 

education and income are not related to financial attitude. Therefore, all these research results prove that the 

level of financial literacy increases as the level of education increases. Lusardi (2008a) and Lusardi & Mitchell 

(2013), Şahin and Barış (2017) have shown that financial literacy significantly determines the financial behavior 

of households. 

With this study, the financial literacy attitudes and behaviors of the entrepreneurs registered in the Commodity 

Exchange were tried to be examined. In the literature, financial literacy and financial awareness levels of 

students, households and young people are generally examined. In this study, determining the financial literacy 

level of entrepreneurs who are members of the commodity exchange, which is at the heart of the trade will 

contribute to the literature. It is clear how important the number and quality of entrepreneurs is for a country and 

the added value to be created has both foreign trade and domestic trade. The high number of entrepreneurs, who 

are one of the most important driving forces of production in terms of employment in the country, and the 

strength of the quality level, also determine the place of countries in both economic and social indices. 

Therefore, it is hoped that this research will provide a literary contribution to some other studies, since knowing 

the level of qualification of entrepreneurs will create descriptive information for country administrations. 

The relationship of financial literacy with different variables can be investigated in different samples, sectors and 

cultures of future researchers about financial literacy. For example, the relationship between individuals' life 

satisfaction levels and financial literacy levels is a subject open to research. In this research, although financial 
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literacy levels of entrepreneurs are above average, providing financial training that enables them to make more 

reasonable decisions on financial instruments, investment and savings can be seen as a solution. In this context, 

Huston (2010: 309) and Lusardi (2008a) stated that financial education programs designed specifically to 

increase financial literacy can be seen as a solution in reducing the financial problems faced by both individuals 

and their families. Considering the fact that financial literacy is important for all segments of society and largely 

shapes the economic development of states beyond individuality, financial education in support of students, 

consumers, financial market employees, entrepreneurs and, in short, in all segments of society, and the 

cooperation of non-governmental organizations service would be an effective practice. 
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Abstract 

Fiscal and monetary policies are the main tools of governments all over the World, especially during the crises 

such as 2008-2009 Global Financial Crisis and recent COVID-19 pandemic. Therefore, governments and 

authorities need to tackle these crises with strong fiscal policies. However, as in the world, it is not always at the 

desired level of countries to collect taxes due to unwillingness of individuals and organizations to pay taxes 

along with some possible systemic problems. One of the biggest causes of tax loss is the informal or so called 

underground economy. The size of the informal economy is closely related to development levels of countries. It 

is inevitable for decision makers to make and encourage decisions for every employee to be registered in the 

social security system so that the taxes collected from the employees become more regular and stable. In this 

study, the taxation of unregistered sex workers in Turkey and the aspects of increased tax revenues along with 

recorded economic results are examined by an economic impact analysis method with certain assumptions 

obtained from international organizations. According to the results of first scenario, registering sex workers will 

contribute to the increase of all tax revenues by 0.25%. It is also seen that income tax based on declaration will 

increase by 22.02%. According to the results of second scenario, registering sex workers will contribute to the 

increase of all tax revenues by 0.45%. It is also seen that income tax based on declaration will increase by 

39.58%. In this study, rather than the social dimension of informality, only the financial dimension is dealt with. 

Although there is no acceptance or adoption in terms of social and moral criteria, this reality, which stands 

before us as a reality, can be evaluated within the framework of the financial gains of many countries. In this 

study, it is indisputable what this moral dimension implies for societies, but the economic / financial size it 

covers despite the insufficiency of the data sources used is revealed. 

Keywords: Taxation, finance, sex workers, unregistered, fiscal policy, underground economy, monetary policy 

and COVID.   

 

1. Introduction 

Today, one of the most serious social problems in all countries is “sex work”. The individual working / forced or 

exploited labor as a sex worker is labeled as “the other” in the society, excluded and isolated. The subject is not 

known enough, not taken seriously, or often it is overlooked. (Sexual Education Treatment and Research 

Association, 2013, p. 15). 

Sex work has existed in all periods of history and seems to continue to exist in the future. Because physiological 

needs, which are the first step of Maslow's hierarchy of needs, will be as long as human beings exist. Sex is also 

a need for people such as eating, drinking and sleeping therefore some legal or illegal tools can be utilized to fill 

this need. 
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It is likely that sex work, which is the subject of controversy as to whether it is the oldest profession in history, 

has started as a temple prostitute as part of religious life with great civilizations in history. Prostitution was not 

something to be ashamed of in the Sumerian age or in Babylon. In the time of Hamurabi (c. 1750 BC), 

prostitutes served as intermediaries between gods and worshipers at the temple (Sexual Education Treatment and 

Research Association, 2013, p. 10). 

Sex work goes back to around 2500 BC. For the first time in 450 BC, sex work was taxed in Ancient Athens 

Solon. Since then, sex work has spread around the world. However, legal regulations on sex work vary from 

country to country, region to region and time, in legitimization / regulation and taxation rather than prohibiting 

it. The difference in legal regulations still continues among European countries. As a matter of fact, sex work 

was profitable until the Christian nations were strong enough to replace the emperor. The Catholic Church 

continued to extort taxes from these women. The Pastor and Spiritual Assembly of St. Paul Cathedral rented 

properties for sex workers in 1287. In 1309, the Strasbourg Psychologist established a brothel to increase his 

income. (KARHAN, 2011, p. 20). 

In the context of the subject, general women is defined as “It is the women who have adopted the art of 

satisfying the sexual pleasure of others for their benefit, and for this they have been in contact with different 

men” in Provisions to be Subject to General Women and Brothels and the Regulation on Combating Venereal 

Mistakes Transmitted by Prostitution. Based on this definition, general women must first satisfy the needs of 

someone else's sexual need(s) and make this job a profession. In the 16th, 17th and 18th articles of the same 

regulation, the definitions of prostitution places are made. These are called the places (brothels) where general 

women sit together and make prostitution or gather for this purpose. For the purpose of prostitution, various 

people are called closed places (joints) that are kept open for short periods of time. The places where women 

who practice prostitution alone acquire residence and urge to practice prostitution (Home for prostitution alone) 

are called. 

The issue of prohibition or legalization of prostitution has been discussed for decades in the world. According to 

some view, it is moral rejection of prostitution, society sees it as a bad behavior, it is a religiously prohibited 

situation, etc. While it should be banned and punished completely for reasons, in some opinion, it is necessary to 

legalize and regulate the working conditions of the sex workers of the states, security, shelter, reducing the crime 

rates against the employees, more effective health control, and increasing the income by registering this sector. 

In this context, the study focuses on the economic dimension of sex work and what the significant losses caused 

by informality mean for the State power, and the economic usability potential of a 'social phenomenon', which is 

considered to be morally bad as a result of the elimination of these losses. 

 

2. Informality and Sex Work 

For many governments all around the world, when sex work is registered and done with permission it is usually 

perceived as it does not cause any problems in subjects such as health, economy, law and security, not including 

religious motivations in this study. Since our study is focused on unregistered sex workers, it will not be 

included in the issue of documented staff or at brothels. However, only when employees are informal, a wide 

variety of problems may arise as well. 

One of the most important sources of income for states is taxes. Increasing tax revenues is important for creating 

funds for the services to be provided by the state. In the article 73 of Turkish Constitution titled “Tax Duty”, 

everybody is obliged to pay taxes according to their financial power in order to meet public expenses. '' provision 

is included. In the income tax law, the subject of the tax is “Real persons' income is subject to income tax. 

Income is the net amount of a person's earnings and returns in a calendar year. '' is included in the Income Tax 

Law 1960. 

Sex workers in Turkey are also subject to tax regardless of whether they are registered or not. There is no 

problem for registered sex workers because sex workers working in brothels appear to be the payroll worker of 
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those who work and are included in the social security system. The government collects income tax on the basis 

of income on payroll. Sex workers who work informally do not pay the state any tax on their income. The main 

reason for this is that sex work is not considered a profession. 

With the decision of the European Court of Justice dated 268-20 / 11/2001, it was recommended to tax the 

earnings as sex work is a paid service and taxable income obtained according to this rule. The practice of taxing 

sex workers varies from country to country. In Austria, according to the decision of the Austrian Administrative 

Court, since 1986, sex workers have been considered self-employed, and they have been required to pay taxes 

according to the Income Tax Law and the Sales Tax Law (VAT). (Bernardi, 2018). The sex industry in Germany 

was reformed in 2002, and since then sex workers had to pay Personal Income Tax and Value Added Tax to the 

city tax offices. In North Rhine-Westphalia, sex workers paid 25 Euros per day, while Berlin paid 30 Euros per 

day. With the amendment made in May 2007, it has been decided to charge 25 Euros per day. These taxes 

provide approximately 15 billion Euros annually to the treasury. (Bernardi, 2018, p. 8). The meter system is 

applied in the city of Bonn and tickets are purchased from the machine for 6 Euros to wait on the street. In this 

way, a safer, more convenient and fair system is created for sex workers. (Kulish, 2011, p. 4).  

Sex workers working in certain sex clubs in the Netherlands, especially in Amsterdam, are considered as 

individual initiatives by the Dutch authority. Employees have to submit their income tax returns and pay their 

taxes. (Bernardi, 2018, p. 9). 

The sex industry in Switzerland has been considered as a form of legal and commercial activity since 1942. 

According to state rules, sex workers must receive at least $ 100 from their customers. The income from sex 

work is the subject of taxation and social security contribution. Sex workers must pay $ 5.39 per night tax on the 

days they work. (Bernardi, 2018, p. 9) Top-class escorts working with an agency or independently in the UK 

must pay a 20% value added tax due to their services if their income exceeds £ 77,000 (usually passes). 

(Bernardi, 2018, p. 9). In Turkey, the tax cannot be taken officially as their work is unregistered. Because there is 

no clarity in how income classification of sex work is classified in which income type. However, this does not 

prevent the state from generating income from the sex workers through administrative fines or sanctions. The 

general purpose of the sanctions is to prevent administrative violations, ensure the peace of the society and deter 

other people from participating in crime. Sanctions also have preventive qualities in the form of protection and 

re-establishment of the legal order. In administrative sanctions, before the violation of the administrative order, it 

is a means of protecting the administrative order by giving an eye to the law, and after the violation of the 

administrative order, it also provides the protection of the person responsible for the protection of the society 

with its suppressive and compelling nature. (OĞURLU, 1999, p. 155). 

The state has generally given its authority to impose sanctions on independent judicial bodies. In the authority to 

impose sanctions imposed on the judicial bodies, the aim is to protect the social order, as well as to the 

authorities within the executive function to prevent some of the functioning of the administrative order and to 

apply some sanctions in terms of repairing the impaired order. The main reason for this authority to be given to 

the executive body is the danger that the heavy functioning of the judicial organs makes the purpose of the 

sanctions meaningless. (ERDINÇ, 2012, p. 260).  

The main purpose of fines, which are sanctions to punish people who do not comply with the rules of law created 

in order not to violate social order rules, is to ensure that the society respects the rules of law. (ÇOBANOĞLU, 

2017, p. 70). The legal basis for the administrative fines in practice in this regard is the Law on Misdemeanors 

and the Road Traffic Law. The purpose of the Law on Misdemeanors is to protect the social order, general 

morality, general health, environment and economic order. It is understood from the misdemeanor clause in the 

law that the law stipulates administrative sanctions in return. Administrative sanctions were arranged to realize 

the purpose of the Law on Misdemeanors. These sanction types consist of administrative fines and 

administrative measures. The type of sanction to which indifferent sex workers are dealt with is usually 

administrative fines. The reasons for fines are usually misdemeanors, which are Article 32, inconsistent 

behavior, Article 36, Noise, and 37. 
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In the first paragraph of Article 32 of the Law on Misdemeanors, "An administrative fine of one hundred Turkish 

Lira is given to the person acting against the order given by the competent authorities for judicial proceedings or 

for the protection of public security, public order or general health. This sentence is decided by the authority that 

ordered the sentence. '' This item is a general item in terms of its content. For example, an order has been issued 

by the District Governorate in Antalya to prohibit hitchhiking within the city. As a result of this order, 

hitchhiking is prohibited due to the public order, on the grounds that traffic density in the main arteries of 

Antalya may lead to traffic accidents. However, the addressee of the penalties imposed according to this order 

was again sex workers. In the first paragraph of Article 36 of the Law on Misdemeanors, there is a provision of 

"Fifty Turkish Lira administrative fines," which causes noise that disturbs the peace and tranquility of others. 

Unregistered sex workers are also addressed to administrative fines according to the article. Penalties are 

imposed on the grounds that sex workers working at their home make noise, ignoring many rights, including 

privacy and privacy. (Duck, 2014, p. 19-20). 

In the first paragraph of Article 36 of the Law on Misdemeanors, the provision that states, "The person who 

bothers others to sell goods or services is punished with an administrative fine of fifty Turkish Liras." Based on 

this article, administrative fines are imposed on sex workers who are waiting for customers late at night on the 

streets or streets. When this article is read, the first thing that comes to mind is people who shout others with a 

vehicle or without a vehicle or with an audio amplifier to sell goods or services. If the conditions are met if sex 

work is considered as a service and this is defined as a profession, the administrative fines will serve its main 

purpose. 

In addition to the Law on Misdemeanors, administrative fines are imposed on indifferent sex workers according 

to the Highway Traffic Law. In Article c paragraph 68 of the Highway Traffic Law, '' Pedestrians on pedestrian 

roads, crossings or when necessary, are prohibited from acting or using them in a way that prevents or endangers 

traffic. (Amended: 21/5 / 1997-4262 / 4 art.) Pedestrians who do not comply with the provisions of this article 

are punished with a fine of 1 800 000 lira. '' This item is often used for trans sex workers looking for customers 

or negotiating wages for sidewalks. (Ördek, 2014, p. 22). 

In order to remove or reduce the penalties imposed on sex workers due to the decrease in their economic 

situation due to fines imposed on sex workers, 300 trans individuals in Istanbul filed a criminal complaint 

against the Istanbul Police Chief of the period and the fines could be stopped in one day as a result of this 

attempt. In addition, some of these fines were dropped by the judge's decision by appealing the fines within 15 

days. Again, in case of objection to the penalties, the penalties imposed on the sentence decreased after a while 

since the police / cops who wrote the sentence had to come to court. (Pink Life LGBTT Solidarity Association, 

2013, p. 29).  

Although the penalties imposed on informal workers for sex work are apparently the purpose of protecting 

public safety, public order or general health, this may also lead to decreased perceptions of employees' personal 

security. As a matter of fact, after the Law on Combating Criminal Organizations for Repealed Interest was 

repealed in 2005, trafficking in human beings was included in the scope of the Criminal Code in 2006 for the 

purpose of prostitution. While the protection of the individual or psychological support services to the sex 

workers in Turkey has increased in recent years, this service is limited to victims of human trafficking. However, 

there is no government agency dealing with the problems of foreign sex workers working on their own account. 

While the state acts in order to protect public safety, public order or general health, it adopts an ambivalent and 

contradictory attitude towards informal sex workers. (Üstübici, 2011, p. 10). 

Accordingly, there is no doubt that sex work is a profession and it is not an illegal situation to practice this 

profession. According to the income tax law, the income of natural persons is subject to income tax. Income, on 

the other hand, is the net amount of earnings and returns obtained by a natural person in a calendar year. In the 

second article of the income tax law, the elements of income are counted. (Income Tax Law, 1960). Income and 

revenues that come into income are: Commercial earnings, Agricultural earnings, Wages, Self-employment 

earnings, Real estate capital returns, Securities capital returns, other earnings and returns. The definition of 

earnings is given in the third part of the Income Tax Law. Since our subject is sex workers working indifferently, 
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it will not be mentioned about sex workers working for a salary among others. Self-employment gain and 

activity are defined as follows in the earnings definitions; ''Gains arising from all kinds of self-employment 

activities are self-employment earnings. Self-employment activity is the work that is based on personal working 

knowledge or professional knowledge or expertise and that is not of commercial nature rather than capital, under 

the sole responsibility of the employer, on his own behalf. '' 

 

3. Purpose, Scope and Methods of the Research 

The research is to reveal the dimensions of the informality of sex work, which is an element of tax evasion. 

Document scanning is carried out using the secondary data. Within the scope of the study, sufficient data must 

be available to calculate taxes. Therefore, the data used for this were taken from the United Nations Aids 

Fighting site http://kpatlas.unaids.org/dashboard and the World Bank site 

https://data.worldbank.org/indicator/SP.POP.TOTL. The number of sex workers in Turkey were estimated based 

on the information contained from abovementioned sources. Then, within the scope of the relevant data, the 

financial dimensions of sex work and informality are analyzed in terms of different variables such as income, 

earnings, insurance, and taxes. In the study, analyzes were carried out using TURMOB data. 

Evaluation of Informality of Sex Workers in Terms of  Some Variables (Population, Income, Earnings, 

Insurance and Tax) 

The main subject of international law is the state, and therefore the State is responsible and liable to take due 

care in protecting and promoting human rights and punishing those who violate these rights. In this respect, the 

state's inadequacy in combating the elements that threaten the rights of freedom and security of sex workers' 

right to live means that they are complicit in this situation. (DEMIR, 2009, p. 55).  

Unregistered businesses try to be invisible in order to avoid audits. In addition to this, although it seems 

beneficial that the enterprises remain in a limited area, there may be situations such as not being able to benefit 

from economies of scale. Since they are not visible, they are less likely to enter profitable markets through 

advertising. Due to their unofficial structure, they cannot take full advantage of public services. While 

unregistered people cannot be fully protected by the judicial bodies, they cannot resort to justice in cases of 

crimes and abuses committed against them. Informal firms also have difficulty in accessing financial services. 

(ASLANOĞLU, 2008, p. 202). 

Sex work is one of the oldest professions in the world. It is a field of study that most adult individuals in the 

community are aware of. The lack of adequate work on sex workers facilitates the tabooization of this area and 

prevents the legitimacy of this (profession) by preventing the inclusion of workers in society (YUMUŞAK, 

2019, p. 13) Accordingly, the problems of informal workers who work informally are similar to those of 

informal enterprises. Namely, due to the state's attitude towards sex workers, the working hours of the 

employees are generally at night. They also have to hide themselves and usually work on non-crowded streets 

and streets or in remote areas of the city. Since the work done is not accepted by the state, they cannot increase 

their earnings because they cannot advertise. In addition, when they are subjected to violence by their customers 

or if they are subject to a criminal act, they cannot seek their rights mostly because of the work they do. Access 

to financial services is very difficult due to lack of certified income. 
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Table 1 Number of Sex Workers and their Population by Years in the World 

 
Years # of Sex Worker Population Rate 

Spain 2011 70.300 46.742.697 0,001504 

Scotland 2011 1.000 4.580.084 0,000218 

Netherlands 2011 25.000 16.693.074 0,001498 

Switzerland 2011 20.000 7.912.398 0,002528 

Serbia 2011 3.900 7.234.099 0,000539 

Bulgaria 2011 10.000 7.348.328 0,001361 

Syria 2011 25.000 21.082.966 0,001186 

Tunisia 2011 25.000 10.741.880 0,002327 

Yemen 2011 54.000 23.807.588 0,002268 

Bosnia and 

Herzegovina 2012 4.000 3.604.972 0,00111 

Uzbekistan 2012 22.000 29.774.500 0,000739 

Australia 2012 20.500 22.733.465 0,000902 

Sudan 2012 212.500 36.193.783 0,005871 

Sierra L. 2013 240.000 6.863.980 0,034965 

Kirghizstan 2013 7.100 5.719.600 0,001241 

Vietnamese 2013 71.900 90.753.472 0,000792 

Greece 2014 900 10.892.413 8,26E-05 

Egypt 2014 23.000 90.424.654 0,000254 

Tanzania 2014 155.500 49.959.822 0,003113 

Georgia 2014 6.500 3.719.414 0,001748 

Cambodia 2014 34.000 15.274.503 0,002226 

Iranian 2015 90.000 78.492.215 0,001147 

Bangladesh 2015 140.000 156.256.276 0,000896 

Myanmar 2015 66.000 52.680.726 0,001253 

Mali 2015 35.900 17.438.778 0,002059 

Afghanistan 2015 12.500 34.413.603 0,000363 

Nigeria 2015 103.500 181.137.448 0,000571 
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Pakistan 2016 228.800 203.627.284 0,001124 

India 2016 657.800 1.324.509.589 0,000497 

Nepal 2016 67.300 27.261.131 0,002469 

Thailand 2016 144.000 68.971.331 0,002088 

Indonesia 2016 226.800 261.554.226 0,000867 

Kazakhstan 2017 18.400 18.037.776 0,00102 

Guinea-Bissau 2017 7.900 1.828.146 0,004321 

Guinea 2017 14.200 12.067.539 0,001177 

Liberia 2017 163.100 4.702.228 0,034686 

Morocco 2017 72.000 35.581.294 0,002024 

Papua New 

Guinea 2017 28.200 8.438.029 0,003342 

South Sudan 2017 2.700 10.910.759 0,000247 

Czech Republic 2018 13.000 10.625.695 0,001223 

Niger 2018 47.700 22.442.948 0,002125 

Senegal 2018 22.000 15.854.360 0,001388 

Gambia 2018 4.700 2.280.102 0,002061 

Lebanon 2018 4.300 6.848.925 0,000628 

Armenia 2018 4.600 2.951.776 0,001558 

Azerbaijan 2018 31.900 9.942.334 0,003209 

Tajikistan 2018 17.500 9.100.837 0,001923 

Laos 2018 14.000 7.061.507 0,001983 

Malaysia 2018 37.000 31.528.585 0,001174 

Uganda 2018 44.300 42.723.139 0,001037 

Total 
 

3.352.200 3.171.326.278 0,001057 

     

Turkey 2018 87.014 82.319.724 0,001057 

Source: http://kpatlas.unaids.org/dashboard; https://data.worldbank.org/indicator/SP.POP.TOTL 

In the table above, the number of sex workers in the countries of Europe, Asia and Africa in UNAIDS has been 

presented. Comparing the countries’ population published by World Bank and Turkey’s population, number of 

sex workers in Turkey has been predicted. Accordingly, 3,352,200 people work as sex workers in 50 randomly 

selected countries. The population of fifty countries is 3,171,326,278. Approximately 0.1057% of the total 
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population work as sex workers. According to World Bank data, in 2018, Turkey's population is 82,319,724 

people. The number of sex workers in Turkey are an estimated 87 014 people. This figure has been reached 

based on the official data of other countries, however the actual number may come to be more than that as sex 

work is considered to be a legally unacceptable business line and is not a law-recognized profession.  

Since sex work is a legally unacceptable business line and is not a law-recognized profession, the sex service 

offered does not have a tariff or price chart. Gender, age, height, weight, external appearance and variety of 

service provided, etc. changes the price of the service. For instance, considering that a sex worker receives at 

least 5 jobs a day and receives 100-150 TL per customer; 

Table 2 Estimated Number of Sex Workers and Income Amount 

Source: https://www.turmob.org.tr/hesaplamalar/GelirVergisi 

 
 

 

Table 3 Per Capita and Total Income (TL) 

 Daily Monthly  Annual 

Income-1(person) 500 15.000 179.997 

Income-2(person) 750 22.500 270.000 

    

Income-1(total) 43.507.000 1.305.210.000 15.662.250.000 

Income-2(total) 65.260.500 1.957.815.000 23.493.780.000 

Source: Calculated using the data on Table 2.  

According to Table-3, the total earnings calculated on income-1 and income-2 differ. Income-1 means that the 

employee collects 500 daily, 15,000 monthly and 179,997 TL annually as a result of serving 5 customers daily 

with a service fee of 100 TL. The total amount of the estimated 87.014 employees is 43.507.000 daily, 

1.305.210.000 monthly and 15.662.250.000 TL annually. Income-2 means that employees collect 750 daily, 

22,500 monthly and 270,000 TL annually as a result of serving 150 customers daily with a service fee of 150 TL. 

The total collected amount of 87,014 employees is 65.260.500 daily, 1.957.815.000 monthly and 23.493.780.000 

TL annually. Self-employed workers are considered to be insured according to the paragraph (b) of Article 4 of 

the Social Insurance and General Health Insurance Law No. 5510 and they pay their premiums at the lower limit 

determined or themselves.  

Those who earn self-employment income can deduct their legally accepted expenses before tax. According to the 

calculations made, it is thought that 30% of the earnings should be deducted from the earnings total as deductible 

expenses. It is also assumed that 4-b insurance premium is paid from the lowest amount. This is one of the 

deductible expenses. On the other hand, tax calculation of this amount is given in Table-4. 

 

 

# of Sex Worker Income -1 Income- 2 

87.014 100*5 150*5 

http://www.rsepconferences.com/


17th RSEP International Economics & Social Sciences Conference – Virtual/Online 

6 April 2020, Holiday Inn Piramides, Madrid, Spain 

 

www.rsepconferences.com                  CONFERENCE PROCEEDINGS         ISBN: 978-605-06961-2-7/April 2020 

 

 

 

          89 

 

   Table 4 Estimated VAT- Insurance Premium and Income Tax Calculation-1 

 
Per Capita Total (87.014) 

 

Excluding VAT 
         152.539    

13.273.092.936 

 

4-B Insurance Premium 
              6.818,00    

539.261.452 

 

Other expense within the scope of 

Article 68 of GVK (30% of income 

is calculated.) 

           45.761    

3.981.927.706 

 

Taxable Base 
           99.959    

8.697.903.777 

 

Income tax payable 
           23.445    

2.040.125.023 

 

VAT to Calculate 
           27.457    

2.389.156.450 

   Source: Calculated using the data on Table2 & 3.  

Total amount of 179.997 TL VAT included, calculated according to Income-1. The overall VAT rate in the 

service sector is 18%. Tax calculation is based on the amount excluding VAT.  

On the other hand, VAT excluded in Table-4 is 152.539,74 TL. When the 30% of the insurance premium and 

other expenses calculated from the lower level is deducted from this amount, the taxable base is 99.959,82 TL. 

The income tax to be paid for 2019 is 23.445 TL and the VAT tour to be paid is 27.457 TL. 

Table 5 Per Capita Premium-Tax-VAT 

 

4-B Insurance Premium 
6.818 

 

Income tax to be paid 
23.445 

 

VAT to Calculate 
27.457 

 

Total 
57.720 

Source: Calculated using the data on previous Tables.  

 

Again, according to Table-5, when sex workers are considered self-employed, the insurance premium payment is 

6.818 TL when paid for the minimum limit for one person. When VAT and deductible expenses are deducted 

from the collected income, the remaining amount is taxable base and the income tax calculated over this amount 
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is 23.445 TL. 18% of the collected amount is VAT and this amount is 27,457 TL. Thus, the total income of the 

state from a person becomes 57.720 TL. 

Table 6 Total Premium to be Paid-Tax-VAT 

 

4-B Insurance Premium 

539.261.452 

 

Income tax to be paid 

2.040.125.023 

 

VAT to Calculate 

2.389.156.450 

 

Total 

4.968.542.925 

 Source: Calculated using the data on Table2 & 3.  

Accordingly, the total income of the government from 87.014 employees is shown in detail in the table above 

and the total amount is 4,968,542,925 TL.  

Table 7  Tax Revenues of Estimated Income and Its Share in VAT 

 
2019 Tax Income Calculation -1 Rate (%) 

Tax Income 819.603.099.000 2.040.125.023 0,25 

Income Tax Based on Declaration 9.263.456.000 2.040.125.023 22,02 

INCLUDED VAT 144.851.653.000 2.389.156.450 1,65 

Value Added Tax Based on Declaration 139.226.772.000 2.389.156.450 1,72 

Source: https://www.turmob.org.tr/hesaplamalar/GelirVergisi 

 

In Table 7, the ratio of tax income to be collected from sex workers to total tax revenues is 0.25%. Its share in 

the income tax based on declaration is 22.02%. Considering the collected amount, the VAT amount that occurred 

is 1.65% of the VAT received on the inside and the ratio to the Value Added Tax Based on the Declaration is 

1.72%. 
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    Table 8 Estimated VAT- Insurance Premium and Income Tax Calculation -2 

 
Per Capita Total (87.014) 

 

Excluding VAT 
228.813 19.909.934.382 

 

4-B Insurance Premium 
6.818 593.261.452 

 

Other expense within the scope of 

Article 68 of GVK (30% of income is 

calculated.) 

68.644 5.972.989.016 

 

Taxable Base 
153.351 13.343.683.914 

 

Income tax payable 
42.133 3.666.160.862 

 

VAT to Calculate 
41.186 3.583.758.604 

    Source: Calculated using the data on Table2 & 3.  

It is the total amount of 270.000 TL VAT included, calculated according to Income-2. The overall VAT rate in 

the service sector is 18%. Tax calculation is based on the amount excluding VAT. In Table 8, according to 

Income-2, VAT excluded amount is 228,813 TL. When the 30% portion spent on insurance premium and other 

expenses calculated from the lower level is deducted from this amount, the taxable base is TL 153.351. The 

income tax to be paid for 2019 is 42.133 TL and the VAT to be paid is 41.186 TL. In other words, the total 

income that the state will get from an employee is as follows. 

Table 9 Per Capita Premium-Tax-VAT 

4-B Insurance Premium 6.818. 

Income tax to be paid 42.133. 

VAT to Calculate 41.186. 

Total 90.137.  

Source: Calculated using the data on Table2 & 3.  

When sex workers are evaluated as self-employed in Table 9, the insurance premium payment is 6.818 TL for a 

person when the minimum limit is paid. When VAT and deductible expenses are deducted from the collected 

income, the remaining amount is taxable base and the income tax calculated over this amount is 42.133 TL. 18% 

of the collected amount is VAT and this amount is 41.186 TL. Thus, the total income of the state from a person 

becomes 90.137 TL. 
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On the other hand, the total income that the government will generate from 87.014 employees is as follows: 

Table 10 Total Premium to be Paid-Tax-VAT 

4-B Insurance Premium 593.261.452 

Income tax to be paid 3.666.160.862 

VAT to Calculate 3.583.758.604 

Total 7.843.180.918 

Source: Calculated using the data on Table2 & 3.  

According to Table 10, the total economic cycle of the relevant employee segment reaches a level of 

7.843.180.918 and its economic size is significant. 

Table 11 Tax Revenues of Estimated Income and Its Share in VAT 

  2019 Tax Income Calculation -2 Rate (%) 

Tax Income 819.603.099.000 3.666.160.862 0,45 

Income Tax Based on Declaration 9.263.456.000 3.666.160.862 39,58 

INCLUDED VAT 144.851.653.000 3.583.758.604 2,47 

Value Added Tax Based on Declaration 139.226.772.000 3.583.758.604 2,57 

Source: https://www.turmob.org.tr/hesaplamalar/GelirVergisi 

 

Table 11 shows that the ratio of tax income to be collected from sex workers to total tax revenues is 0.45%. Its 

share in the income tax based on declaration is 39.58%. When the amount collected is taken into account, the 

VAT amount incurred is 2.47% of the Internal VAT amount and 5.57% of the Value Added Tax Based on 

Declaration. 

 

4. Conclusion and Remarks 

Within the scope of this study, we can conclude that there might have many dimensions with regard to informal 

records of sex work in Turkey. In this context, data obtained from limited sources were utilized in calculating the 

income of informal sex workers. However, if a more comprehensive study is to be carried out, it is obvious that 

the income obtained will differ according to the type of service provided and the number will likely to increase. 

In the context of results, looking at Calculation 1, it is seen that registering sex workers will contribute to the 

increase of all tax revenues by 0.25%. It is also seen that income tax based on declaration will increase by 

22.02%. The contribution of this income to the country's economy is remarkable. VAT is incurred in exchange 

for the service of sex workers, and the total amount collected by employees accounts for 1.65% of the VAT 

charged on the Inward. Its share in the Value Added Tax Based on Declaration is 1.72%.  

Looking at Calculation 2, it is seen that registering sex workers will contribute to 0.45% increase in all tax 

revenues. It is seen that the income tax based on declaration will increase by 39.58%. The contribution of this 

income to the country's economy is remarkable. VAT is incurred in exchange for the service of sex workers, and 
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the total amount collected by employees accounts for 2.47% of the VAT charged on the Inward. Its share in the 

Value Added Tax Based on Declaration is 2.57%. 

Generally, sex work is a cultural and morally unacceptable profession in underdeveloped and developing 

countries. Because extramarital affair is an act that is not approved in most societies. Especially in the Middle 

East geography and in countries where Muslim people live, sex work is a work that is not approved by the 

society and the state. Therefore, it is inevitable to take a negative approach towards sex workers. 

One of the indicators of the level of development of countries is understood by how they treat their citizens. The 

right to work, one of the most fundamental human rights, can be violated by the practices of states. Sex workers 

are at the head of the group suffering from this situation. Due to the pressure of the society and the state, they 

cannot perform their jobs as easily as other employees. Since their work is not recognized by a government, the 

trend towards informality increases, and even all sex workers working outside brothels work informally. 

The fact that sex workers go off the record causes some economic, health and cultural problems. From an 

economic point of view, it causes incorrect or incomplete data to be calculated in the national calculations of the 

state. Namely, since sex workers are not seen as employees, employment and unemployment figures will be 

calculated and the real situation will be different. The total amount will always be less given the tax that the state 

will obtain in terms of tax revenues and the tax that sex workers do not. These tax revenues, which cannot be 

obtained, will cause the national income to be low. In addition, since the government will calculate that it will 

generate less income, attention will be paid to prepare the investments with a lower budget. 

Health problems of sex workers are out of control because many sex workers are not registered in terms of health 

problems. Sex workers are not under the conditions required by occupational health and safety like other 

workers. Therefore, if there is a problem in their health, they do not have any guarantee. In addition, it is 

inevitable for them to have sexually transmitted diseases, to spread this disease to the people they serve and to 

spread through these people. This situation can reach dimensions that threaten public health. 

Registration of sex workers has advantages for both employees and the state. Firstly, if we look at the 

employees, the taxable earnings are sacred (earthly), so the employees will have performed a sacred duty. In 

America, there is a saying such as '' I am a clean man who pays his tax officer '' sex workers will turn their 

earnings taxes into a clean citizen against the state. Registration of employees will contribute to regular health 

checks by the state, thereby keeping the health of both themselves and the people they serve and the whole 

community under control. Sex workers will have the opportunity to do their jobs in more comfortable conditions 

that will not be exposed to the discriminatory and preventive actions of the state. In terms of occupational safety, 

their conditions will improve and they will have the opportunity to search for their rights more easily in the 

illegal acts they are exposed to. 

Since they are included in the social security system, they will be able to benefit from health services and get the 

right to retirement when they meet the necessary conditions. In this way, they will answer the question of how I 

will get along later in life. For the state, registering sex workers will primarily contribute to the reduction of the 

informal economy. Sex work is not only a service and economic event between the employee and his client. 

Since sex workers are not under state protection, they always need a guardian. These protectors not only protect 

sex workers but also help employees find customers, host and other issues. And against these services, they earn 

money from sex workers under the name of wage / cost. And when this is the case, the size of the informality 

increases. Basically, while enrollment of sex workers, which is a morally problematic area, causes an increase in 

national income, tax revenues, employment and investments; It is possible to contribute to the reduction of 

unemployment, the decrease in crime rates and the decrease in the informal economy. 

In summary, in this study, rather than the social dimension of informality, only the financial dimension is dealt 

with. Although there is no acceptance or adoption in terms of social and moral criteria, this reality, which stands 

before us as a reality, can be evaluated within the framework of the financial gains of many countries. In this 

study, it is indisputable what this moral dimension implies for societies, but the economic / financial size it 

covers despite the insufficiency of the data sources used is revealed. 
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