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Social Networks in politics and administration

Virgil Stoica”, Nicoleta Loghin Dumitriu®

Abstract:

Recognized as a tool with significant implications in the social order, social networks
represent the electronic interface for the exchange of information on topics and common
interests between governments and citizens. The purpose of this article is to analyze
how social networks contribute to political and administrative processes through the
diversity of roles with functional potential in the sphere of citizen mobilization and
involvement. The objective is to investigate how social networks facilitate interaction
and involvement between politics, administration and citizens, how public organizations
use these tools and for what purposes. The applied methodology is summarized in the
literature review, and to support our claims regarding the importance of social networks
in political and administrative processes, we present official statistical data. We
conclude with the need to address issues such as intergovernmental relations, the
influence of social networks and the role of citizens, without neglecting the associated
risks.

Keywords: e-government, social networks, e-interface, e-participation, employment.
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Virgil Stoica, Nicoleta Loghin Dumitriu

Electronic Government and Social Networks in Politics and Administration

In the digital age, similar to the emergence of other technological innovations in
the past, society is attracted by the prospect of a radical transformation: it can transcend
time, space and politics.

Considered as a public network that provides global population access to
various communication services, the Internet mediates facilities such as the World Wide
Web and the transmission of e-mail, news, entertainment and data files, regardless of the
device used. The availability of data and information across multiple delivery channels,
ensuring broad coverage in a language that citizens agree on, are functional conditions
and objectives of e-government in ensuring transparent systems and services that
citizens use and can had confidence (Carbo & Williams, 2004).

As indicators of the degree of penetration and influence of social networks in
various communities and geographical regions, we will use statistics to highlight the
connection between e-government, social networks as an electronic interface between
citizens and administration. We will also highlight changes in user preferences and
analyze the ways in which they interact with political and administrative content through
engagement and e-participation. We will present potential risks such as the spread of
misinformation, political manipulation on social platforms, as well as the possible
vulnerabilities of democratic processes to external influences and nefarious practices on
social networks.

Statistics of the International Telecommunication Union (ITU, 2023), indicate
about 5.4 billion people (67% of the world's population) who use the Internet, 1.7 billion
more than in 2018, when the number of users was 3, 7 billion ie 45% of the world's
population. A graphical representation of the ITU for 2023 is shown below (Fig.1):

Individuals using the Internet
70%

4.0 50%
40%
30%

20%

Number of Internet users, billions
Percentage of Intenet users

0.0 0%

2005
2006
2007
2008
2009
1
1
1
1
1
1
1
1
1
1
2020
2021
2022
2023

Source: ITU

Fig. 1. People using the Internet (ITU, 2023)

As access to the Internet expands, it directly contributes to the increase in the
use of social networks and the increase of the population’'s involvement in these online
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environments. The number of social media users has increased significantly as the
population has become familiar with the social media platforms they use to
communicate, share information and interact with others, with social media exerting an
increasing influence on daily life.

Internet users and non internet users, 2023
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Fig. 2. Internet users and non-users, 2023

There is, however, a significant part of the global population, namely 2.6 billion
people who do not benefit from this facility (ITU, 2023). At the level of the European
Union (Fig. 2) only 59% of the population participates, and countries such as Denmark
with 91%, Cyprus (83%) and Hungary (81%) have an active population in the use of the
Internet, followed by France (44% ), Germany (49%) and Italy (53%) with lower
participation weights [Eurostat, 2024].

The use of Web 2.0 technologies influences the self-expression and
participation of citizens in government activities (Bgdker & Zander, 2015), and e-
participation involves the use of information and communication technologies (ICT) to
support the communication and interaction of individuals with other people,
communities, public authorities and government in general (Scott, Delone & Golden,
2011).

Largely dependent on the share of Internet users, the use of social networks (and
social media in general) in public and government organizations is analyzed by authors
who see social networks as a powerful tool in opening up and increasing citizen
participation (Nica, Popescu, Nicolaescu & Constantin, 2014).

Social networks, administration - citizens electronic interface

The concept of social networks represents a broader perspective and its nature,
with an emphasis on the connections between people and the interpersonal relationships
that bind them, referring to social networks in their classical sense in which individuals
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interact and connect with others forming networks of “people (friends, acquaintances,
colleagues) connected by interpersonal relationships™ (Webster-Merriam, 2015).

In politics and administration social networks are understood as specific Web
2.0 technological tools that are used to encourage engagement with citizens (Garcia,
Criado, Téllez, 2017). We are therefore talking about the functional aspect and their role.
Social platforms facilitate interaction and engagement between politicians,
administration and citizens, ensuring an improvement in the provision of “public
electronic service” that includes most of the concepts used to designate electronic
interfaces between governments and citizens (Lindgren, 2013).

Seen as a true digital channel of communication, governments can use social
media to promote transparency, accountability and civic engagement, thus strengthening
their trust and legitimacy in the perception of citizens. It is shown that any political
content posted on social networks can attract citizens' attention and involve them if the
topics are meaningful and of interest to them (Bonsén, Royo & Ratkai, 2015).

Worldwide, social media platforms are used by more than two-thirds of internet
users (Fig.3), placing the Facebook platform in user preferences.

Most Used Social Media
Platforms Worldwide

Facebook
YouTube
WhatsApp
Instagram
WeChat
TikTok

FB Messenger

Telegram

Network

Snapchat
Douyin
Kuaishou
X (Twitter)

Sina Weibo

2
5]

Pinterest

o

500 1,000 1,500 2,000 2,500 3,000

Active Users

Fig. 3. The most used social media platforms worldwide in 2023; Source: Statista, 2023

With 1.98 billion daily active users in 2022, the Facebook platform registers
an increase of approximately 54 million compared to 2021 (Ahlgren, 2023), and in 2023,
Facebook registers approximately three billion monthly active users, thus remaining the
most used network online social network in the world. The increasing trend of the
number of users of the Facebook platform is supported by data that shows that in the
second quarter of 2017 it exceeded two billion active users, and in the first month of
2022 it reaches almost 330 million users with the main audience base in India and the
United States with approximately 179 million users. A statistically remarkable
popularity of the platform is also recorded in Indonesia and Brazil (Dixon, 2024).

12



Social Networks in Politics and Administration

Trends in the use of social networks in politics and administration

Virtual meetings through social networks are beginning to be seen as a method
of engaging and maintaining this online involvement of citizens (Okura & Kaigo, 2016),
there is a growing interest in using their potential and in administration to improve the
quality of government services and to enable greater citizen involvement (Goncalves,
Liu, Xiao, Chaudhry, Hosio & Kostakos, 2015).

Slovenia is among the countries that analyzed the use of Facebook in state
administration organizations, based on 16 indicators measuring usage, engagement,
multi-channel features and multimedia content. The results of the analysis of the 112
administrations showed that few of them had established their presence on Facebook,
and for most organizations the need for improvements was found (Mital’, 2020).

What role do social networks play in mobilizing and involving citizens in
political and administrative processes?

The benefits of existing and emerging information and communication
technology, including social networks that facilitate the administration's involvement of
citizens in the decision-making process, are recognized (Alzouma, 2015). The better the
government and citizens understand the benefits of involvement, the more responsible
governance and economic development will be achieved (Mejabi & Fabgule, 2013).
Citizen involvement is seen as important not only for the visibility and election of the
candidate if we refer to political actions, but also for debating his policies with citizens
(Missingham, 2011). Some researchers believe that Internet-related resources play a key
role in explaining political and social engagement among Internet users, and that there is
a positive relationship between levels of e-government development and citizen
engagement in citizen consultation and petitions (Vicente & Novo, 2014). Relevant
results in the field of e-government indicate a steady increase in the predominance of
social networks among citizens (Chui, Manyika, Bughin, Dobbs, Roxburgh, Sarrazin,
Sands & Westergren, 2012). Government institutions are also increasingly
experimenting with social technology to communicate with citizens (Goncalves, et.al.,
2015).

The role of social networks from promoting government transparency to
enhancing interaction between citizens, other relevant parties and public administrators
(Mossberger, Wu & Crawford, 2013), can impact the adoption and implementation of e-
government (Cotterill & King, 2007). The literature examines how various functions of
government promote civil society, engagement on Facebook pages, and how
dysfunctions in government operations unintentionally discourage engagement
(Dwivedi, Rana, Tajvidi, Lal, Sahu & Gupta, 2017). From e-participation with reference
to social networks (Alarabiat, Soares & Estevez, 2016), to government transparency
(Boudjelida, Mellouli & Lee, 2016), its accountability (Bertot, Jaeger & Grimes, 2012)
and the use of Web 2.0 technologies in e-governance (Dixon, 2010), we find in the
literature demonstrated the remarkable ability of social media as a network of social
interactions to connect an extensive and diverse population generating increasing active
participation, greater commitment from local and national administration, rapid
communication and more effective with citizens.

Influences of the use of social networks in politics and administration

In politics and administration, there is not a great desire to exploit the potential
of social networks (including social media), even though statistically social networks are
among the most powerful tools with implications in the social order. From a marketing
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tool for involving users in the development of new products and services, the use of
social networks in the exchange of information on common topics and interests can have
predictable potential both in politics and in administration.

Many of the current challenges from economic pressures, social tensions, global
competition and low public trust, increasingly complex and interdependent public
objectives that governments can no longer afford to tackle alone, lead both politicians
and administrations to admit that must work through networks of state and non-state
actors to organize existing resources, knowledge and capacities in the pursuit of public
objectives.

This new paradigm relies on e-governance to network politics, administration
and citizens. And last but not least, it facilitates the provision of services to citizens.
However, looking at recent statistics (Figure 4) we see that only 18% of internet users
requested official documents or certificates online in 2023 from public authorities.

Request official documents or certificates (last 12 months)
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Fig. 4. Requests for official documents or certificates (last 12 months), 2023

Empirical data on the use of social networks in administration is scarce compared to data
on the use of social networks by citizens and public institutions. Two surveys in this
area, one conducted by the United Nations (UN) and the other by the Organization for
Economic Co-operation and Development (OECD), show that 61% of UN member
states used social networks for electronic consultations. However, the level of uptake
within a specific country has not been researched to know for example, how many
public organizations use social media specifically and for what purposes?

In 2023, only 54% of internet users in the EU have interacted with public authorities in
order to obtain information related to various rights such as for example the right to
pension, the institution's operating schedule, health, etc. Observing the data below (Fig.
5), we see that Finland and Denmark stand out for the share of Internet users who have
interacted with public authorities at 92%, followed by the Netherlands with 84%, and the
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lowest share was reported in Romania where only 14% of internet users have interacted
with public authorities.

Interaction with public authorities (last 12 months)
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Fig 5: Interaction with public authorities (last 12 months), 2023;

Poor interaction is hardly a new concern. An OECD report "Government at a
Glance, 2015 compared the administrations of 34 member states in various areas,
including the use of social networks in executive government institutions as early as
2015 (OECD, 2015). The survey analyzed the use of two social media platforms
(Facebook and Twitter) in the most important institutions of the executive power
(president, prime minister or government as a whole). The results, based on 25 responses
(24 from OECD member states and one from Colombia, a partner state), showed that
only a minority (28%) of governments in the OECD area adopted a strategy for the use
of social networks (Mikcoleit, 2015). The number of users participating in these
networks undoubtedly represents an additional communication channel with important
potential in the interaction of governments with citizens, but research does not reveal the
level of acceptance in certain countries.

How can social networks facilitate interaction and engagement between
politics, administration and citizens?
Although some research contested or significantly minimized the impact of the use of
information systems in governments (Norris & Kraemer, 1996), currently we can speak
of an increasing impact directly proportional to the use of information technologies in
administration. Technological innovations as the engine of radical changes in society
influence the orientation towards new and dynamic ways of interacting, accessing
information and connecting with others through the use of online tools.
Looking at some data by region (Table 1), regarding online involvement in development
processes in Europe, Asia, Africa, America and the 14 countries in the Pacific Ocean,
we observe variations in the use of online consultation and deliberation tools. Although
they are data from 2018, we consider a brief analysis necessary:
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Table 1. Number of countries using online engagement tools in 2018 by region (
Petrosyan, 2023).

Characteristic || Portal with | Portal with e-tools Recent use of online No online
social for public consultation/ engagement
networking consultation/ deliberation tools for |jtools/activities
tools deliberation development available
[Europe | 42 | 39 | 40 | 0 |
|Asia | 42 | 35 | 40 | 1 |
|Africa | 46 | 24 | 46 | 2 |
|Americas || 35 || 32 | 34 | 0 |
|Oceania | 12 I 5 | 12 | 0 |

1. Presence of online engagement tools: Europe and Asia have a high presence
of portals with social media tools (42% and 42%) and electronic tools for public
consultation/deliberation (39% and 35% respectively). Africa also with 46% portals with
social media tools and 24% electronic tools for public consultation/deliberation.
America compared to Europe and Asia, with 35% portals with social networking tools
and 32% electronic tools for public consultation/deliberation, has a slightly lower
presence. The 14 Pacific Islands region has the lowest presence of online engagement
tools among the regions analyzed.

2. Recent use of online consultation / deliberation tools: Africa stands out with
46% recent use of online consultation / deliberation tools for development. Asia closely
follows Africa with 40% use of online consultation / deliberation tools. In Europe we
have significant use of these instruments, respectively 40%. In the Americas we have a
lower level of use compared to the other regions, this is highlighted by 34% use of
online consultation/deliberation tools. In the region of the 14 countries of the Pacific
Islands we observe the lowest percentage of recent use of online consultation /
deliberation tools among the listed regions, at only 12%.
Comparison between regions: Africa has a strong presence of online
engagement tools and a high percentage of recent use of online consultation /
deliberation tools, which may indicate proactive openness in using digital tools for
development. Europe and Asia with similar levels of presence of online engagement
tools, are overtaken by Africa in recent use of online consultation / deliberation tools.
Compared to the other regions, America ranks last in both the presence of online
engagement tools and the recent use of online consultation/deliberation tools. The results
indicate variation in the adoption and use of online engagement tools for development
across these regions, with Africa scoring higher on recent use, followed by Asia and
Europe, while the Americas and Pacific Island countries show lower levels of

3.

engagement.

Although we have touched upon the involvement of users of online tools, we
consider these aspects relevant and generally valid. Extrapolating to politics and
administration, we can anticipate, based on statistics, developments and trends, taking
into account of course other variables and factors that could exert influence.
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The limits of social networks (in the political process)

The e-government literature refers to the limitations of the contribution of
information and communication technology with influences on supporting governments
in providing information and services (Heeks, 1999; Heeks, 2001), on different
priorities in setting government strategies (Torres, Pina & Acerete, 2005), and of the
lack of in-depth analyzes of the political nature of the e-government development
processes. A deeper recognition of complex political and institutional environments is
often suggested.

Simultaneously with the remarkable opportunities for encouraging citizen
participation that social networks offer, it is necessary to pay attention to the possibilities
of influencing access and virtual interaction and how to influence the results of citizen
engagement in these spaces (Hercheui, 2011a). Social networks are systems developed
and owned by third parties whose interests are to grow and maintain their user base in a
competitive business environment and where Facebook for example “was just valued at
~$103 billion (Facebook's IPO prospectus) in a final private market transaction prior to
the IPO” (Blodget, 2012).

There is a risk of the formation of new types of censorship and surveillance
(Mosco, 2004) and new digital political struggles (Johnston, Lorana & Gusfield, 1993).
Internet interactions can become tools of citizen surveillance and control in specific
environments where institutions are perceived to be omnipresent in an authoritarian way
(Castells, 2001). Contrary to the view that sites are open spaces for democratic debate,
there are instances where governments have called for groups or images to be banned or
messages to be deleted (Halliday, 2011b), or to block access to social networking sites
for a variety of reasons. An example of this is Britain's response to the riots in August
2011, when social media was believed to be the medium for riots to take place and the
UK Prime Minister announced to Parliament that the government intended to ask for a
temporary blocking of access to the networks social (Halliday, 2011a). Another example
is that of the Chinese government that has banned most “western”social media sites; the
example of Pakistan which banned the Facebook platform for a few days in 2010, only
to return in 2011 with a High Court order to permanently block access to Facebook. The
petitioner claimed that Islamic values are being abrogated in the name of freedom of
information, affecting the faith of millions of Muslims (The Express Tribune, 2011).

The latest signals about the privacy risks of owned social media platforms come
from the Dutch Data Protection Authority (DPA) which advises the Dutch Ministry of
the Interior not to rely on Facebook pages to communicate with citizens unless it has an
”idea clear about how Facebook uses the personal data of people who visit government
pages” (Browne, 2024).

Research directions of social networks in policy and administration

A better understanding of the challenges but also of the specific alternatives that
citizens and governments may have when transforming traditional ways of governance
and governance based on current technologies. The need to explore potential conflict
and cooperation in intergovernmental information exchanges, analyze the causes that
lead to the failure of e-government projects, and study virtual interactivity between
citizens and government feedback systems (Scholl, 2002).

Studies to explore and explain the processes and patterns of participation in e-
government projects by testing claims against empirical data. Research to facilitate
understanding of e-government processes and policy (Aldrich, et.al., 2002). Field
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research to analyze the real needs, the problems for which e-government is the solution,
the need for government reform and administrative control, and actions aimed at aspects
of administrative behavior (Goodsell, 1997).

Conclusions

E-governance is not just limited to the use of existing and emerging
technologies in government policies. Old and new concerns in politics and
administration, from intergovernmental relations, influences of e-government, the role of
social media in the development of e-government, and the appropriate roles of citizens
in the development of e-government, to the ways in which politicians and public
institutions use social media platforms to to communicate with citizens and to manage
the relationship with them. Despite the remarkable opportunities that social networks
offer in encouraging citizen participation and facilitating communication between
governments and citizens, there are risks associated with the privacy of personal data. A
careful and responsible approach is required in the use of social media platforms for the
official communication of governments with citizens, rigorous assessment of how these
platforms manage users' personal data to ensure compliance with data protection rules
and their privacy.
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Abstract:

The tendency to change, towards a multifaceted identity, becomes an inherent quality of
social work. Social work and assistance as an independent subject was formed at the
intersection of several fields, including psychology, sociology, medicine, political
science, etc. In this respect, we mention the multitude of roles that a practicing social
worker fulfils, among which we mention the role of counselor. In general, social
workers use a variety of counseling approaches to help individuals, families, and
communities overcome their challenges and enhance their quality of life. Establishing
the therapeutic relationship is an essential part of the counseling process, for a positive
change in the client's life, which means gaining trust, feeling comfort and safety,
inherent steps for sharing personal information with the counselor. The present
exploratory study was carried out by applying qualitative methods: interview and focus
group, to a sample of 10 specialists in psycho-social counseling, from Caras-Severin
county. The examples of good practices highlighted during the meetings served as
support for concretizing the importance of building an effective therapeutic relationship.
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Multifaceted Assistential Identity

Introduction

The delimitation of social assistance as a profession is based on a system of
fundamental values, essential in the constitution of this subject from a methodological
point of view, because it guides the activity of social workers and enables them to
provide quality services to vulnerable people. As components of this value system, we
recall the respect for fundamental human rights, the dignity and integrity of the human
being, the recognition of democracy as an essential requirement of social life. (CNASR,
2007). According to the author Dumitrascu, in nursing practice it is important to
interweave the skills of communication for social workers, referring to the ability to
listen actively, respond empathetically and clarify information, in interdependence with
the skills methodological skills, which include the ability to identify problems, to
investigate, to work in a team, and to research and write in a scientific manner
(Dumitrascu, 2012).

In the helping process, the social worker helps the clients to overcome their life
difficulties, meet their psychosocial needs and feel safe and comfortable during work
sessions. To achieve this, both theoretical knowledge and certain practical skills are
used, selected and adapted according to the characteristics, needs and context of each
situation. Social assistance as an independent subject was formed at the intersection of
several fields: psychology, sociology, medicine, political science, etc. In strengthening
this idea, we mention the multitude of roles that a practicing social worker fulfills, given
the fact that this profession looks at the client as a "system", aiming at the whole of
emotions, feelings, targeted problems, internal and external resources, including the
environment and the community in which he lives. Against this background, we use the
term "social worker" or "counselor" to refer to a specialist accredited to provide help in
the form of psycho-social counseling. (US Bureau of Labor Statistics; Social Work
Haven)

Among the essential forms of intervention through which specialised help is
offered, we should highlight the counseling activity, borrowed as a resource from
psychology, characterized as "a professional helping relationship, based on trust and
respect, between a qualified counselor and a person facing a problem or a difficulty”.
(American Counseling Association) Counseling is a professional process that involves
assisting individuals or groups in solving problems, making decisions, developing skills
and managing personal or professional difficulties. This may include various approaches
and techniques meant to provide emotional support, guidance and practical solutions in
various areas such as mental health, education, career or interpersonal relationships. The
International Association for Counseling (IAC) defines counseling as "an educational,
preventive and curative intervention aimed at developing human potential and increasing
problem-solving capacity”, while the European Association for Counseling (EAC) refers
to "a process of supporting and professional guidance that helps people understand and
solve their problems".

Diverse approaches to counseling in social work
There are different types of counseling in social work, each with its own focus
and approach. Some of the more common types of counseling in social work include:
e Marriage and family counseling: this type of counseling focuses on helping
couples and families resolve conflicts and improve communication skills
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Career guidance and counseling: this type of counseling helps individuals
identify their strengths and interests and make informed decisions about their
education and career path.

Rehabilitation counseling: this type of counseling helps people with disabilities
or chronic illnesses overcome barriers to employment and achieve greater
independence

Substance abuse counseling: this type of counseling helps people overcome
addiction and develop strategies for maintaining sobriety

Mental health counseling: this type of counseling helps people deal with mental
health issues such as depression, anxiety, and trauma.

Crisis counseling: this type of counseling provides immediate support and
intervention to people experiencing a crisis or traumatic event.

Group counseling: this type of counseling involves bringing people with similar
challenges or experiences together to share their thoughts and feelings and
provide mutual support

School counseling: this type of counseling helps pupils and students overcome
academic, social, and emotional challenges and develop skills to succeed in
school and beyond

Community counseling: this type of counseling focuses on improving the well-
being of communities by addressing social and economic issues and promoting
social justice. (Fatma, 2021; US Bureau of Labor Statistics ; Drobot, 2013)

In general, social workers use a variety of counseling approaches to help

individuals, families, and communities overcome challenges and enhance their quality of

life.

Principles of counseling
Counseling in social work is guided by several principles that form the

foundation of ethical and effective practice. These principles include:

Self-determination: a fundamental principle of social assistance. It emphasizes
the importance of granting respect and autonomy to people seeking help. In the
context of counseling, self-determination means that the recipient is the one
who decides whether he wants to undergo counseling and what the goals of the
counseling are. The counselor must respect the client's right to make his own
decisions and help him clarify his goals.

Confidentiality: It ensures that the information discussed during counseling is
confidential and will not be disclosed without the client's consent. The adviser
has an obligation to keep the information received from the client confidential,
unless it is necessary to protect the safety of the client or others.

Empathy: is the ability to understand and accept another's perspective. In the
context of counseling, empathy is important to build a trusting relationship and
help the client feel understood and accepted. The counselor must be able to
understand the client's feelings and experiences and accept them without
judgment.

Validation: is the process of acknowledging and confirming another person's
feelings and experiences. In the counseling context, validation is important to
help the client feel understood and accepted. The counselor must validate the
client's feelings and experiences, even if they are negative or difficult to accept.
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e Support: it is provided by the counselor to assist the client in the process of
change. The counselor must be a source of support for the client, offering
encouragement, compassion, and understanding. The counselor must be present
and attentive to the client's needs and help him overcome difficulties.
(Dumitrascu, 2012; CNASR, 2007; IASW, 2018)

Building the therapeutic relationship

Counseling is based on the creation of a therapeutic relationship, often between
two people, but sometimes between a number of individuals or a group and another
person, called a group counselor. Key aspects of counseling are (Hough, 2010):

- it implies a relationship that is based on support;

- it is based on the principles of client empowerment;
- it is based on confidentiality

- it helps clients identify their own resources.

Studies show that counseling is a transformative process that helps people learn
how to use and develop their own resources. This is because it gives beneficiaries an
opportunity to explore their issues in a safe and accepting environment. The counselor
can help the client understand his problems, develop new perspectives, and identify the
resources he needs to cope with his situation. (Egenti, 2016; Egbo, 2013)

The study of Bordin (1979) identifies three components of the therapeutic
relationship:

e Agreement: based on trust and mutual respect;

o Affiliation: based on a sense of belonging and acceptance;

e Common purpose: based on a willingness to work together to achieve a
common goal.

A decade later, Horvath and Greenberg (1989) propose a model of the
therapeutic relationship development, which includes the following stages:

e Training: client and counselor get to know each other and begin to build trust;

e Exploration: the client explores his or her problems and begins to develop a new
perspective thereon;

e Establishment: client and counselor come to a common understanding of the
issues and how they can be addressed;

o Resolution: the client achieves the set goals and ends the counseling process.

These approaches conclude that the therapeutic relationship is a complex
process, influenced by a variety of factors. To build an effective therapeutic relationship,
the counselor must be aware of these influences, choose an approach adapted to the
specific needs of the client.

Establishing the therapeutic relationship is an essential part of the counseling
process. An effective therapeutic relationship is the foundation for positive change in the
client's life, which means gaining trust, feeling comfortable and safe to share personal
information with the counselor. Building trust takes time and effort, and the counselor
must be patient and respectful of the client. (Lockton, 2022)

The counseling space should be organised and shaped as a safe, open and
accepting environment where the client feels comfortable opening up. This can be
achieved by creating a warm and friendly atmosphere, active listening and expressing
empathy, but without neglecting the aspects of an inviting, warm setting with specific
props (e.g. toys for counseling children). (Anwar & Daino, 2023)
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The counselor must not fail to apply the principle of mutual respect. This can be
achieved by respecting client confidentiality, taking responsibility for your own actions
and providing constructive feedback. On a similar note, in order to make the therapeutic
process more efficient, the client demonstrates his or her respect for the partnership with
the specialist by respecting the indications received, reciprocity in gestures, respecting
appointments, punctuality, etc. (Sutton, 2021)

Last but not least, the counselor must focus on the specific needs of the client.
This involves understanding the client's problems and their goals, but also making sure
that there is an equivalence between the problems identified by the client and those
identified by the counselor. After the priorities are clarified, the counseling approach is
adapted according to them. (DeAngelis, 2019; Ardito& Rabellino, 2011; APA
Principles, 2017)

Methodological dimension of the applied study

Using the applied design, the present study focused on a qualitative research,
using two research methods, the interview and the focus group.

Focus group is a qualitative research method that involves a group discussion
between a moderator and subjects; it is used when the researcher wants to collect data
from a group of people who have common experience or opinion about a certain topic.
In the present research, the choice of this method was ideal to reach an ideal number of
subjects in a common context, while facilitating communication between them and the
researcher, through the feeling of familiarity with the subject and by sharing individual
examples from practice.

The interview is a qualitative research method that involves a conversation
between a researcher and a subject. This method was a help for the specialists who could
not merge at the time of the organization with the focus group, but who reported notable
details for outlining some relevant conclusions. The research group was formed by 20
specialists in psycho-social counseling, either social workers or educational counselors,
from Carags-Severin County.

The purpose of the qualitative research was an exploratory one, for which the
interview guide was applied to a number of 10 social workers from Caras-Severin,
starting from a simple question (How do you build the therapeutic relationship of trust
with the beneficiaries?) and directing the discussion according to the degree of openness
of each specialist. On the same note, the focus group made up of 10 social workers from
Resita started with the same question, later giving way to various examples from the
practice of the specialists invited to take part in the study.

These analyses contribute to the comprehension and explanation of social
reality from multiple perspectives. The specialists in the present epistemological
approach know, through the individual theoretical study, but especially through the
empirical study, the importance of establishing a relationship of trust with the
beneficiary, a condition for a successful premise. Among the techniques used by social
workers and educational counselors, some of the essential elements of successful
communication were highlighted: a warm tone of voice, a smiling and open attitude,
non-verbal and paraverbal language that avoids barriers, semi-formal clothing, in
pleasant and warm colors, etc.

It was found that a good number of specialists pay special attention to the
counseling practice, in order to ensure a welcoming environment with a "homy" air,
decorated to trigger visual, auditory, olfactory and kinesthetical stimulation for the
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beneficiaries. Identifying during the discussion the opportunity to find out which
category of beneficiaries, in relation to age, presents more skepticism, and consequently,
more rigidity in the therapeutic process, the specialists who work particularly or
exclusively with adults self-reported. The other "side of the barricade", consisting of
specialists focused on working with children, pointed out in their turn the fact that,
sometimes, even they run into the rigidity of adults, exemplifying the discussions with
the parents of the beneficiaries. This aspect highlights the fact that, with age, people lose
their childlike innocence and curiosity due to the fact that they encounter situations in
which they lose various resources, their trust is betrayed, they have not had healthy
emotional attachments with family members, and consequently, they develop coping
mechanisms that act as a barrier in the professional helping process.

At the end of the work sessions, the specialists (13 social workers and 7
educational counselors) were generous to share suggestions or models of good practice,
as they found a considerable success rate in the interventions carried out. Among these
models, we may list an increased attention to details, both in the discourse of the
beneficiaries and vis-a-vis their own therapeutic gestures and discourses. They also
pointed out the fact that they worked carefully on presenting the benefits of counseling
and identifying the personal resources of the beneficiaries, from a perspective in which
to clarify the fact that the relationship between the specialist and the beneficiary is a
reversible partnership of help, not a dynamic based on a superiority/inferiority
relationship.

In lieu of conclusions

Social work counseling is a form of psycho-social intervention that provides
support and guidance to people experiencing major difficulties. The social worker is a
qualified professional who has knowledge and skills in sociology, psychology and
communication. Counseling can be provided on an individual, family or group level.
The goal of this intervention is to help people develop their coping skills, improve their
quality of life, and achieve their set goals. The social worker fulfills several essential
roles and responsibilities within the community or the institutions in which they work,
among which the roles of educator, therapist, psychologist, mediator, lawyer, facilitator
of possibilities, etc. stand out.

The assistential counselor worked closely with clients to establish counseling
goals and develop an intervention plan; used a variety of techniques such as active
listening, reflection, validation, problem solving and conflict resolution.

Establishing the therapeutic relationship is an essential part of the counseling
process. An effective therapeutic relationship is essential for positive change in the
client's life, which means trust, to feel comfort and safety, to open up and share personal
information with the counselor. Building trust requires time and effort, the counselor
must be patient, respect the client's decisions.
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Abstract:

The purpose of this scientific paper is paying attention to the application of a very
important convention, which during the period of intensification of the mutual physical
and legal relations in the foreign element, enables a significant facilitation in the
delivery of judicial and non-judicial acts on civil or commercial matters through
channels of delivery which are provided with this Convention. Of course, the main
accent is the application of this Convention in the Republic of North Macedonia and the
supplies or statements provided during its signing and ratification.
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Application of the Convention for Services Abroad of Judicial and Non-Judicial Acts
on Civil and Commercial Matters in Republic of North Macedonia

1. The aim of the Convention for delivery of judicial and non-judicial acts
on civil or commercial matters abroad

The development of legal systems depends on the level of the legal culture in
the countries in terms of respecting the international obligations undertaken by
international agreements. The cross-border cooperation on the civil and commercial
matters represents one of the most signficant segments in developing the cooperation
between countries. The coordination of the legal systems in these cases enables a legal
certanity, and facilitates the everyday life and function of a huge number of physical and
legal entities. In the center of development of these relations is the Hague Conference
for International Private Law, who, with its instruments, in a period longer than 125
years has releived the cross-border cooperation between 150 states which are part of
some of its Conventions as well as between 90 states member of this international
organization. The European Union is a member of this international organization as the
Regional Organization for Economic Cooperation (ROEC) and thus some of these
instruments are part of its legal order. This has a significant importance for Republic of
North Macedonia regarding the compliance of our legal system with the EU law
.(Rupanchevski : 2022 )

Republic of North Macedonia accessed the Convention for delivery of judicial
and non-judicial acts on civil and commercial matters abroad on 23.12.2008, which
enterd into force on 01.09.2009, otherwise this Convention is known by the name
Convention of delivery.

The main purpose of the Convention of delivery 1965 is related to the civil and
commercial matters, where there is a need to deliver judicial and non-judicial acts
abroad to enable channels of delivery of acts from one contracting country to the other
contracting state. This convenction applies exclusively to the channels of delivery from
one contracting country to the other, without going into the internal regulations
regarding the delivery of acts. Thus the three main purposes of the Convention are:

a) Establishing a system that will deliver the acts, as far as possible, to a certiain
person in order for them to prepare their defense;

b) Simplifying the system of delivery of these acts from one member sountry to
the other;

c) Enabling proof that the delivery abroad has been completed, through a
confirmation provided in an uniform form.

2. The relationship between the convention and legal order of Republic of
North Macedonia

After signing and ratifying the Convention, it is highly important to find a place
for applying the legal system in the country, and the regulation of the subordination of
acts has a a significant importance in the process of their application. In ordert to fix this
relationship, each country builds a hierarchy in their domestic and international legal
sources. In this regard, Republic of North Macedonia starting from the highest legal act,
the Constitution of Republic of North Macedonia, where it is prescribed “International
agreements that are ratified in accordance with the Constitution are part of the internal
legal order and can not be amended by law”.(Rumenov, :2022)

Also, the Law on courts predicts “When the court considers that the application
of the law in the speficic case is in contradiction with the provisions of an international
agreement ratified in accordance with the Constitution shall apply the provisions from
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the international agreement, under the condition so they can be directly applied”.
(Article 18, par. 4 from the Law)

The law on civil procedure in Chapter 12 from Part | predicts that the Courts
shall provide legal assistance to foreign courts in cases foreseen by an international
agreement, as well as when there is a reciprocity in providing legal assistance. In cases
of doubt on the exictence of mutuality, the explanation shall be provided by the Ministry
of Justice.(Art. 171 par.1)

However, if the international agreemend does not determine otherwise, the
courts shall process requests for legal assistance from foreign courts, only if submitted
through a diplomatic manner and if the requests and attachments are submitted in
Macedonian language or if a certified translation of that language is attached.(Art.173)

Also, if anything else is not determined by an international agreement, the
requests of domestic courts for legal assistance shall be submitted to the foreign courts
in a diplomatic manner. The requests and attachments have to be submitted in the
language of the state requested or they have to be accompanied by a certified translation
in that language.(Art. 174)

In order to apply the Convention for delivery 1965, the following aspects must
be fullfilled.(Rumenov: 2022)

1. The Act shall be sent from one member state to the other in order to execute
the submission to the latter state. The right of the origin country determines if the act
should be sent for delivery to another country;

2. The address of the person to whom the delivery should be made needs to be
known. (in case the address is unknown, the practice depends on the member country);

3. It is a judicial or non-judicial act;

4. The act that should be submitted is related to the civil and/ or commercial
matters. As long as these conditions are met, the act shall be submitted in accordance
with the channels of delivery prediced by the Convention for delivery 1965, unless the
countries do not use the derogative channels. (Art. 11, Art. 24 and Art. 25 of the
Convention for delivery 1965)

Although the Convention predicts more channels for delivery abroad of judicial
and non-judicial acts on civil and commercial matters as a main channel for delivery,
alternative channel (which includes consular and diplomatic channels (direct and
indirect), postal channels, direct communication of court officers, state officials or other
competent people of the state of origin and the state where the act is being refered to and
direct communication between the person of interest and court officials, state officials or
other competent people of the state in which the act has been refered to) and Derogative
channels of delivery or Additional agreements between the member states, the Republic
of North Macedonia does not use all the channels for delivery, and those that are used
are not in a satisfactionary level either. It should be certainly noted that all the channels
offer the same service and facilitation in delivering the judicial or non-judicial acts, but
the choice of the channel depends on the choice of the party and the opportunities
offered by the state in accordance with the possible exceptions made in the moment of
signing and ratifying this Convention.

According the Law on Ratification of the Convention for delivery 1965, the
Republic of North Macedonia has designated the Ministry of Justice as the Central
Authority - Department of International Assistance, whereas the Basic Courts of the
Republic of North Macedonia are competent to fill out the receipt of confirmation of the
documents compiled according the form attached to the Convention.

32



Application of the Convention for Services Abroad of Judicial and Non-Judicial Acts
on Civil and Commercial Matters in Republic of North Macedonia

As for the reservations, the Republic of North Macedonia has provided a statement that
the Basic Courts of Republic of North Macedonia are competent to fill the receipt
confirmation of the documents compiled in accordance with the form attached to the
Convention.

The authority or the court official that are competent according the internal law
of the country from where the act derives shall sent to the Central Authority of the
requesting country, a request form in accordance with the form attached to this
Convention where legalization or such formalities shall not be required. Also the act that
will be submitted shall be attached to the request form or its certified copy. The request
form and letter shall be submitted in duplicate.(Article 3 of the Convention for delivery
abroad of judicial and extrajudicial acts in civil or commercial matters, Official journal
of RM, no. 107 from 29.08.2008 )

The Central Authority of the requested state shall deliver the act itself or shall undertake
measures for delivering the act:

(a) in a way which, according to its internal law is stipulated for delivering acts of
perople who are located within its territory, or

(b) in a special way on which the petitioner insists, unless it contradicts the laws of the
requested country.

The act can always be delivered directly to the addressee who accepts it, except
in case predicted in point (b) from the first paragraph of this Article. If the act should be
submitted according the first paragraph of this Article, the Central Authority might
request the act to be delivered or translated in the official language or one of the official
languages of the requested country.

The part of the request form which contains a resume of the act which will be
delivered, compiled according the form attached to this Convention, shall be submitted
together with the act.(Article 5 of the Convention)

The Republic of North Macedonia has provided a statement that all the acts
which will be submitted in accordance with Article 5 paragraph 1 of the Convention
shall be written or translated into Macedonian language, according Article 7 of the
Constitution of Republic of North Macedonia from 17 November 1991, where it is
stated that “In the whole territory of the Republic of North Macedonia and in its
international relations, the Macedonian language and its cyrilic script shall be the official
language. Another language spoken by less than 20% of the citizens, that language and
its script is also considered as an official language, as determined by this Article. The
personal documents of the citizens who speak an official language other than the
Macedonian language, shall be issued in Macedonian language and its script, as well as
in that language and its script according the Law. Any citizen that resides in the
communities of the local governance where less than 20% of the citizens speak an
official language other than Macedonian language, in the communication with the
regional units of the ministries can use any of the official languages and their script. The
regional units that are competent for these communities of the local governance shall
respond in Macedonian language and its cyrilic script, as well as in the official language
and its script used by the citizen. While communicating with the ministries, each citizen
is eligible to use one of the official languages and their scripts, and the ministries
respond in Macedonian language and its cyrilc script, as well as in the official language
and its script used by the citizen. In the governing state authorities in Republic of North
Macedonia, another different official language other than Macedonian language can be
used in accordance with the law. In addition to the Macedonian language and its cyrilic
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script, in the communities of the local governance, the language and script used by less
than 20% of citizens is considered an official language. The authorities of the
communities of local governance decide on the usage of languages and scripts used by
less than 20% of citizens of the communities of local governance.(Article 7 of the
Constitution of the Republic of North Macedonia)

As for the alternative channels, it should be noted that the Republic of North
Macedonia does not apply the postal channel, direct communication between court
officials, state officials or other competent people of the country of origin and the
country where the act is addressed and the direct communication between the interested
person and court officials, state officials or other competent people of the state where the
act is addressed, whereas a statement has been issued for the diplomatic or consular
channel.

- Republic of North Macedonia has issued a statement in accordance with Article
8(2) according to which within the territories of the country, the court acts can not be
directly delivered through diplomatic and consular agents of another contracting
country, unless the acts are not being delivered to the citizens of the country from where
the acts derive.

- Republic of North Macedonia has issued a statement in accordance with Article
9, according to which the acts can be delivered indirectly through diplomatic and
consular channels of dispatch, with the delivery being carried through the Ministry of
Justice of Republic of North Macedonia.

Derogatory channels of dispatch are the most used channels in delivery practice
of acts in Republic of North Macedonia and until now has concluded an agreement with
these countries, mostly for civil cases, and with some countries for criminal cases as
well:

Country Agreement Year
Republic of Albania Civil and criminal cases 1998
Bosnia & Herzegovina Civil and criminal cases 2014
Republic of Bulgaria Civil cases 2002
Republic of Romania Civil cases 2004
Republic of Slovenia Civil and criminal cases 1996
Republic of Turkey Civil and criminal cases 1997
Republic of Croatia Civil and criminal cases 1995
Republic of Ukraine Civil cases 2000
Republic of Serbia Civil and criminal cases 2013
Republic of Montenegro Civil and criminal cases 2016
Republic of Kosovo Civil cases 2021

3. Instead of conclusion

The tables are from the system of evidence in the Ministry of Justice, as a
central authority in Republic of North Macedonia.
From the tables we can see that the level of application of possibilities offered by this
Convention for delivery is quite weak and that the delivery of judicial and extrajudicial
acts from other countries to our country is much higher than the opposite relation.

34



Application of the Convention for Services Abroad of Judicial and Non-Judicial Acts
on Civil and Commercial Matters in Republic of North Macedonia

References:

Rumenov, 1., (2022).Application manual of the Convention of Hague conference for
international private law (Tom 2). Office of United Nations for Project Services
Skopje.

Rupanchevski, N., (2022). Preface to the application manual of the Conventions of the
Hague Conference for International Private Law (Tom 2). Office of United
Nations for Project Services Skopje.

Convention for delivery abroad of judicial and non-judicial acts in civil and commercial
matters, Official journal of RM, no. 107 from 29.08.2008.

Constitution of Republic of North Macedonia, 17 November 1991.

Law on Civil Procedure (*Official journal of RM” no. 124/15) .Editorially refined texts

Law on Courts, (“Official journal of Republic of Macedonia” no. 58/06, no. 35/08, no.
150/10, no. 83/18, no. 198/18 and 96/19).

Article Info

Received: February 06 2024
Accepted: May 10 2024

How to cite this article:

Bekteshi Shagqiri, F. (2024). Application of the Convention for Services Abroad of Judicial
and Non-Judicial Acts on Civil and Commercial Matters in Republic of North Macedonia.
Revista de Stiinte Politice. Revue des Sciences Politiques, no. 82, pp. 30 — 35.

35




Revista de Stiinte Politice. Revue des Sciences Politiques * N0. 82 « 2024: 36 — 46

ORIGINAL PAPER

Enhancing Community Resilience: Social Businesses
in Collaboration with Public Institutions

Oana Stiiculescu

Abstract:

Community resilience is defined as a community's ability to withstand, adapt to, and
recover from adversity, such as natural disasters, economic downturns, or social
disruptions. Building resilience requires a multifaceted approach involving various
stakeholders, including public institutions, private sectors, and civil society. Social
businesses-enterprises that prioritize social and environmental objectives alongside
financial returns-play a crucial role in this ecosystem. Also, social businesses can work
with public institutions to identify and address the needs of vulnerable communities,
such as those affected by natural disasters or economic downturns. By collaborating with
public institutions, social businesses can leverage resources, expertise, and networks to
enhance community resilience effectively. Furthermore, collaboration between social
enterprises and public institutions can help to build a more inclusive and participatory
society. By involving social enterprises in the decision-making process and giving them
a seat at the table, public institutions can ensure that their policies and programs are
more responsive to the needs and aspirations of marginalized groups. This can help to
empower local communities, enhance social cohesion, and promote greater equality and
social justice. This article explores the synergies between social businesses and public
institutions, highlighting a case study to illustrate this collaborative potential.
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Enhancing Community Resilience:
Social Businesses in Collaboration with Public Institutions

Introduction

Social enterprises and public institutions share a common goal of creating
positive social impact and addressing societal challenges. While they may operate in
different spheres — with social enterprises representing the private sector and public
institutions representing the government — there is a growing recognition of the potential
benefits that can arise from collaboration between the two sectors.

One of the key reasons why social enterprises and public institutions should
work together is their complementary strengths and resources. Social enterprises often
have a deep understanding of local communities and a strong focus on innovative
solutions to social problems. On the other hand, public institutions have the necessary
infrastructure, resources, and authority to scale up these solutions and make a larger
impact on society.

Collaboration between stakeholders, including social businesses and public
institutions, holds immense potential for achieving community well-being (Sagala et al.,
2015:123-144). By leveraging the expertise, resources, and networks of both sectors,
social businesses can work hand-in-hand with public institutions to address societal
challenges and create sustainable solutions (Thompson et al., 2002:264-273). This
collaboration can lead to improved services, increased access to resources, and more
effective implementation of policies and programs. Can also enhance the accountability
and transparency of public institutions by promoting greater community participation
and involvement in decision-making processes (Kekez et al., 2019:2-19). Also, by
fostering partnerships between social businesses and public institutions, communities
can benefit from a collective approach that combines the strengths of both sectors.
Furthermore, social businesses provide a unique perspective and innovative approaches
to problem-solving that can complement the efforts of public institutions (Lyon,
2012:140). Nevertheless, through collaborative efforts, social businesses and public
institutions can effectively address complex public problems and promote the overall
well-being of communities in ways that can promote greater community resiliency.

Understanding Community Resilience

Community resilience is a community's ability to anticipate, prepare for,
respond to, and recover from adversity while maintaining and potentially improving its
basic functions, structures, and identity. This concept encompasses not only the physical
and infrastructural aspects of a community but also its social, economic, and
environmental dimensions (Ha-Mim et al., 2024; Pfefferbaum et al., 2013:250-258). By
adopting comprehensive and proactive strategies, communities can better prepare for,
respond to, and recover from a wide range of adversities. Also, community resilience is
fostered through the cultivation of skills such as interpersonal communication, active
listening, and the promotion of positive social attitudes and behaviors (Anghel &
Dogaru, 2021:53) that are accepted and recognized within the community. Building
resilience requires collaboration among residents, businesses, government agencies, and
other stakeholders to create a sustainable and adaptive community capable of thriving in
the face of challenges (Hepburn et al., 2024:1-27).

The key components of community resilience include (Daniel & Fernandes,
2024: 1-17; Sharifi, 2016: 629-647; Cutter, 2016:741-758; Saja et al., 2021): social,
economic, environmental, infrastructural, institutional, and cultural resilience (Figure 1).
Each component is interconnected and collectively contributes to the overall capacity of
a community and plays a critical role in ensuring the overall resilience.
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1. Social Resilience: the strength of social networks, community cohesion, and
the capacity for collective action. It involves the ability of community members to
support each other during crises, share resources, and maintain social norms and trust.
Key elements: strong relationships and networks among community members enhance
communication and support; active participation in community activities and decision-
making fosters a sense of ownership and responsibility; systems of mutual aid and
volunteerism provide immediate support during emergencies; access to healthcare,
education, and other social services that support vulnerable populations.

2. Economic Resilience: the capacity of a community to maintain stable
economic functions and livelihoods during and after disruptions. This includes the
diversity of the local economy, employment opportunities, and access to financial
resources. Key elements: diversified economy which reduces dependency on a single
industry, spreading risk; opportunities of jobs that provide stable income and
adaptability to changing conditions; access to financial resources like services, savings,
credit, and insurance that can buffer economic shocks; support for local businesses that
contribute to the community’s economy and provide essential services.

3. Environmental Resilience: the ability to maintain and restore natural
resources and ecosystems that support community life. This involves sustainable
management of resources such as water, soil, and biodiversity, as well as mitigation of
and adaptation to environmental changes (Olimid & Olimid, 2022: 114-121; Vadjunec et
al., 2022). Key elements: management practices that ensure the sustainable use of natural
resources such as water, soil, and forests; protection and restoration of ecosystems that
provide essential services like clean air and water; measures to adapt to and mitigate the
impacts of climate change, such as flood defenses and drought-resistant agriculture;
preservation of biodiversity to maintain ecosystem health and resilience.

4. Infrastructure Resilience: the robustness and flexibility of physical
infrastructure systems, including transportation, utilities, housing, and healthcare
facilities. These systems must withstand and quickly recover from disruptions to ensure
the continued provision of essential services. Key elements: infrastructure designed to
withstand extreme events like earthquakes, floods, and storms; redundancy, which
involves having multiple pathways or systems in place to ensure uninterrupted service in
case a single component fails; regular maintenance and timely upgrades to infrastructure
to address vulnerabilities; the ability to quickly repair and restore infrastructure after
disruptions.

5. Institutional Resilience: the effectiveness and adaptability of governance
systems, policies, and institutions in managing risks and responding to emergencies.
This includes the capacity for coordinated response, resource allocation, and decision-
making under stress. Key elements: transparent, accountable, and inclusive governance
structures that involve community members in decision-making; comprehensive
emergency plans, clear communication channels, and coordinated response efforts;
policies frameworks that support resilience-building, including land use planning,
building codes, and environmental regulations; capacity building by training and
resources for institutions and community leaders to enhance their ability to manage
crises.

6. Cultural Resilience: the preservation and adaptation of cultural practices,
values, and identities that provide a sense of belonging and purpose. Cultural resilience
helps maintain community morale and social continuity. Key elements: maintaining and
adapting cultural traditions, ceremonies, and practices; a strong sense of identity and
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pride that binds community members together; promoting education and awareness of
cultural heritage and its role in resilience; adaptive capacity in order to integrate new
practices and ideas while preserving core cultural values.

Emergency Planning and Response

Institutional Resilience
Transparent, Accountable, and

Figure 1. The key components of community resilience
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Capacity Building

Infrastructure Resilience Environmental Resilience
Robust Design Sustainable Resource Management
Redundancy Protection and Restoration of Ecosystems

Maintenance and Upgrades Climate Adaptation
Rapid Recovery Biodiversity

Source: Author's own compilation

The Role of Social Business
Social businesses are uniquely positioned to address community needs due to

their inherent focus on social impact. Unlike traditional businesses, social enterprises
prioritize goals such as reducing poverty, improving education, and promoting
sustainability (Staiculescu, 2023:129-137). Their flexibility and innovation make them
well-suited to develop solutions that address specific community challenges. Key roles
of social businesses in fostering community resilience include:

>

innovation and flexibility - social businesses often adopt innovative approaches to
problem-solving that are tailored to local contexts. Their flexibility allows them to
respond quickly to changing conditions and emerging needs;

sustainable practices - these enterprises typically emphasize sustainability, ensuring
that their interventions have long-term benefits for communities. Many social
enterprises adopt eco-friendly practices and produce sustainable products or
services. By reducing environmental degradation and promoting resource
conservation, these businesses help mitigate the impact of climate change and other
environmental threats on communities;

local engagement - social businesses usually have deep ties to the communities they
serve, fostering trust and collaboration at the grassroots level. By prioritizing the
well-being of all stakeholders, including employees, customers, and local residents,
social enterprises foster a sense of belonging and cooperation. This social cohesion
facilitates communities’ ability to unite during times of crisis, providing mutual
support and collaboratively devising solutions to challenges;

resource mobilization - by attracting diverse funding sources, including impact
investors and philanthropic capital, social businesses can mobilize significant
resources to support community resilience initiatives.
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Also, social businesses foster economic resilience by creating employment
opportunities, particularly for marginalized groups and communities facing economic
challenges. By providing stable jobs and income sources, social enterprises contribute to
reducing poverty and inequality within communities. This economic empowerment
strengthens the community's ability to withstand and recover from economic shocks and
downturns (Staiculescu, 2021: 145-152).

Nevertheless, the role of social business in achieving community resilience is
multifaceted and indispensable. By addressing economic, environmental, and social
challenges through innovative and sustainable business models, social enterprises play a
vital role in building communities that are adaptive, inclusive, and capable of thriving in
the face of adversity.

Collaboration with Public Institutions

Public institutions, such as government agencies and local authorities, have the
mandate and resources to support community resilience on a large scale. However, they
often face challenges related to bureaucratic inertia, limited innovation, and resource
constraints. Social businesses and public institutions can work together in order to
achieve community resilience (Figure 2) through the following:

» joint planning and coordination. The integration of knowledge and resources from
both social enterprises and public institutions enhances the development of
comprehensive and sustainable plans tailored to meet the unique needs of the
community;

> resource sharing to mobilize funding for resilience-building initiatives. By pooling
resources, organizations can amplify the effectiveness of their actions and ensure
that financial allocations are utilized strategically to bolster community resilience;

» knowledge sharing and capacity building. Social businesses can leverage their
networks and expertise to provide training and capacity-building programs for
community members, while public institutions can support these efforts through
policy support and access to technical resources. This collaborative effort can
empower communities to enhance their preparedness for and responsiveness to
crises;

» advocacy and policy influence in order to support community resilience by
leveraging their influence and networks, promoting a more inclusive and
sustainable approach to development that prioritizes the needs of vulnerable
communities;

» monitoring and evaluating the impact of resilience-building initiatives. By
collecting data and feedback from the community, they can track progress, identify
areas for improvement, and ensure that their efforts are effective in enhancing
community resilience.
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Figure 2. Collaboration of Social Business and Public Institutions

for Community Resilience
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Case Study: The Collaboration between the social enterprise "Atelierul de
Panza” and Public Institutions in Romania

Introduction. Romania’s journey towards community resilience involves
tackling socio-economic disparities, environmental challenges, and social inequalities.
Social businesses, with their dual focus on social impact and financial sustainability,
have been instrumental in these efforts. This case study examines the collaboration
between the social enterprise ”Atelierul de Panza” (The Canvas Workshop) and public
institutions in Romania to enhance community resilience through sustainable practices,
economic empowerment, and social inclusion.

Background. ”Atelierul de Panza” is a social enterprise established by the non-
profit organization Viitor Plus. The enterprise produces eco-friendly textile products,
such as reusable bags, from natural and recycled materials. Its mission extends beyond
environmental sustainability, aiming to provide employment and social integration
opportunities for marginalized groups, including people with disabilities and those from
disadvantaged backgrounds.

Key initiatives include distributing eco-friendly canvas bags, organizing
environmental awareness campaigns, and creating jobs for marginalized groups. This
partnership supports local suppliers, encourages upcycling, and integrates educational
programs to boost environmental literacy. Regular dialogue platforms, joint training
sessions, and simplified administrative procedures enhance collaboration. The initiative
not only fosters sustainable habits and community engagement but also influences policy
development, contributing to stronger, more resilient communities. The most important
key initiatives and collaboration for enhancing community resilience are listed in Table
1.
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Table 1. Key Initiatives and Collaboration for Enhancing Community Resilience

Environmental
Sustainability

Social Inclusion
and Community
Engagement

Capacity Building
and Education

Key Economic
Initiatives Empowerment
and Collaboration: and Job
Creation
Project: Employment for
Vulnerable
Groups
Objective: To create
sustainable
employment

opportunities for

individuals from
marginalized
communities.

Atelierul de
Panza partners
with local
employment
agencies and
social services
departments to
identify and
recruit
individuals in
need of job
opportunities.

Collaboration with
Public Institutions:

The initiative
has provided
stable
employment and
skills training for
dozens of
individuals,
promoting
economic
independence
and reducing
social exclusion.

Impact:

Production of Eco-
Friendly Products

To reduce
environmental
impact by producing
and promoting
reusable textile
products as
alternatives to single-
use plastics.

The enterprise
collaborates with the
Ministry of
Environment and
local municipalities
to promote the use of
eco-friendly products
through public
awareness campaigns
and government
procurement policies
favoring sustainable
products.

Increased public
awareness and
adoption of
sustainable practices,
reduction in plastic
waste, and enhanced
environmental
health.

Social Integration
Programs

To support the
social integration
of employees
through
educational and
support programs.

Atelierul de Panza
works with local
social service
agencies to provide
ongoing support
and resources,
including
counseling,
educational
workshops, and
community-
building activities.

Improved social
cohesion, enhanced
quality of life for
employees, and
stronger
community
networks.

Training and
Development
Programs
To enhance the
skills and capacities
of employees,
preparing them for
long-term
employment within
and beyond the
enterprise.

The enterprise
partners with
vocational training
centers and local
educational
institutions to offer
comprehensive
training programs
in textile
production, quality
control, and
business
management.

Increased
employability and
career advancement
opportunities for
participants,
contributing to
broader economic
resilience.

Source: Author's own compilation derived from gathered data
(www.atelieruldepanza.ro)
The collaboration between “Atelierul de Panzd” and the Romanian public
institutions has faced several challenges and solutions about: bureaucracy, funding,
communication, organizational cultures, measurement and frameworks (Table 2).
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Table 2. Challenges and Solutions for Enhancing Community Resilience

Challenges

Bureaucratic hurdles: complex
administrative processes and regulatory
compliance within public institutions can
delay project implementation.

Funding constraints: limited budgets and
changing funding priorities can jeopardize
the financial stability of collaborative
projects.

Co

mmunication barriers: differences in goals
and expectations, coupled with inefficient
communication channels, can hinder
effective collaboration.

Cultural differences: the entrepreneurial
culture of a social enterprise may clash
with the hierarchical structure of public
institutions, leading to resistance to
innovative approaches.

Impact measurement: assessing and scaling
the social and environmental impact of
projects can be complex and resource-
intensive.

Solutions

Streamlining  processes:  simplifying
administrative procedures and establishing
dedicated liaison offices can improve
efficiency.

Funding diversification: exploring multiple
funding sources, including EU grants and

corporate  sponsorships, can ensure
sustainable financial support.

Enhanced communication: regular
meetings and joint training programs can
align goals and improve mutual
understanding.

Cultural integration: encouraging staff
exchanges and implementing change
management  strategies can  blend
organizational  cultures and  foster
collaboration.

Standardized measurement: developing
standardized metrics for impact

measurement and creating frameworks for
scaling  successful initiatives  can
streamline assessment and replication.

Source: Author's own compilation

This partnership has also achieved important environmental, social, and
economic impact and involves educational and behavioral outcomes as well as

institutional and policy outcomes (Figure 3).
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Figure 3. Impact and Outcomes for Enhancing Community Resilience

IMPACT OUTCOME

Environmental impact: the promotion of reusable Educational and behavioural outcomes: joint
canvas bags has significantly reduced plastic bag usage, educational programs have increased

mitigating pollution. Upcycling materials and . tal lit d fostered
encouraging eco-friendly practices have further environmental fiteracy and fostere

contributed to environmental sustainability. sustainable habits. Youth engagement in
environmental projects has created a
generation of environmentally conscious
citizens.

Social impact: employment opportunities for
marginalized groups, including individuals with

disabilities, have been created, enhancing social inclusion
and economic stability. Skill development programs have
improved employability and personal growth.

collaboration has established robust
frameworks for public-private partnerships
Economic impact: supporting local suppliers and and informed policy development. Public
promoting circular economy models have contributed to institutions have gained valuable experience in
local economic development. Enhanced public services working with social enterprises, generating

related to waste management and environmental b . h b l del h
protection have improved efficiency. est practices that can be replicated elsewhere.

Source: Author's own compilation

The partnership between “Atelierul de Panzad” and public institutions in
Romania has successfully addressed environmental sustainability and social inclusion,
making significant strides in community resilience. By overcoming challenges through
strategic solutions and achieving multifaceted impacts, this collaboration serves as a
model for effective cross-sector initiatives that drive positive change and build stronger,
more resilient communities. Also, by addressing the identified challenges with strategic
solutions, this partnership can create a robust framework for impactful and sustainable
community development.

Therefore, the above partnership demonstrates the powerful role social
businesses can play in enhancing community resilience. This case study underscores the
importance of multi-stakeholder collaboration, leveraging the strengths of both social
enterprises and public institutions to address complex socio-economic and
environmental challenges.

Conclusions

The collaboration between social businesses and public institutions is a
powerful strategy for building community resilience. Social businesses bring innovation,
local engagement, and sustainability, while public institutions provide the necessary
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resources, infrastructure, and regulatory support. Together, they can address complex
challenges and enhance the adaptive capacity of communities. The case of social
enterprise “Atelierul de Panza” (The Canvas Workshop) and public institutions in
Romania demonstrates the tangible benefits of such collaborations, offering a replicable
model for other regions.

In conclusion, social enterprises and public institutions have much to gain from
working together. By leveraging their respective strengths and resources, they can
develop more effective solutions to social challenges, drive systemic change, and build a
more inclusive and participatory society. It is clear that collaboration between these two
sectors is not only possible but essential for achieving sustainable and equitable
development. As the world faces increasing uncertainties, fostering these partnerships
will be crucial in creating resilient and sustainable communities.
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Some clarifications regarding the protection of the natural person by
judicial interdict and the protection of persons with mental disorders in
the context of the legislative changes brought by by Law no. 140/2022
from the perspective of the right to respect for private and family life,
provided by the European Convention on Human Rights

Adriana-Florina Bilisoiu (Marta)”

Abstract:

The protection of the interdict is regulated in art. 164-177 of the Civil Code, as well as in
the new Code of Civil Procedure in art. 935-942.

Substantial changes in the field were made by Law no. 140/2022, regarding some
protection measures for people with intellectual and psychosocial disabilities and the
amendment and completion of some normative acts.

Also, by Law no. 487/2002, amended, on mental health and the protection of people
with mental disorders, a new framework of measures was given to promote and defend
mental health and, at the same time, the prevention and treatment of mental disorders
under voluntary or non-voluntary hospitalization in a psychiatric hospital. In the same
register, of replacing the phrase "dangerous mentally ill people™ with the generic notion
of "people with mental disorders”, the expression "alteration of mental faculties” instead
of "dementia” or "insanity” is preferred. In criminal law, involuntary admission implies
that the person has the status of "defendant or "suspect". Also, involuntary
hospitalization can be performed only after all voluntary hospitalization attempts have
been exhausted.

Keywords: special guardianship law proceedings, European Court of Human Rights,
circumstances of the case, judicial counselling.
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Considering the legislative changes in the matter of interdict, from the
point of view of Law no. 140/2022, we consider it particularly important that in this
matter not to omit the fact that the dignity of the person must be respected. In the
past there have been cases where political opponents were considered mentally ill and
hospitalized in order to be subjected to the so-called “brainwashing” operation. Human
dignity is not included in the list of human rights as a distinct right, but it supposes the
“right to have rights”, to be recognized as a person. Dignity can be understood only in
relation to the other principles of bioethics: autonomy, responsibility, respect for the
vulnerability of the human being, the integrity of the person, and respect for private life,
which are an extension of human rights in the field of biomedicine(Calin, 2013: 191).

It is also useful to remember that for non-hazardous mental patients — the
alienated and the mentally disabled — the measure of interdict is taken, which can only
be instituted by the court, as it entails the lack of exercise capacity of the protected.
According to the principle of formal symmetry, the judicial interdict may also be lifted
by the court, according to the rules from the interdict, under the conditions of art. 177
paragraph (1) Civil Code: " If the cases that caused the interdict have ceased, the court
will decide to revoke it".

For dangerous mental patients, medical care is taken in the form of medical
treatment and medical hospitalization in a psychiatric unit, and the rule is that the prior
consent of the patient must be obtained. The institution of treatment without the consent
of the patient and his involuntary hospitalization can be made only under the limiting
conditions provided by law and is ordered by administrative means, by the medical
authority, the role of the court being to resolve any complaints made against the
measures thus ordered’, having no repercussions on the patient's exercise capacity.
Having the same purpose, although they are two different protective measures, they can
be cumulated (Chelaru, 2012: 114).

It is also necessary to clarify the notions of alienation and mental debility: in the
case of the first discernment is missing, while in the case of debility it is diminished
(Ungureanu, Munteanu, 2015: 390).

We mention the position of the European Court of Human Rights which, instead
of an autonomous notion of "alienated”, has developed three distinct conditions that
must be met cumulatively by any detention of a person with mental disorders by national
authorities, detention based on art. 5 para. 1 lett. e) of the European Convention
(Raduletu, 2023: 104) : i) alienation must be justifiably established, ii) the disturbance
must have a character or extent justifying the hospitalization, iii) hospitalization cannot
be prolonged if the disturbance does not persist. The European Court of Human Rights
requires any deprivation of liberty to comply with national substantive and procedural
rules, but at the same time national law must have a certain quality and be itself in
accordance with conventional requirements. In the case-law on Romania, the Strasbourg
court sanctioned not only the failure of the national authorities to comply with the
relevant national law (represented by Law no. 487/2002, but also by the relevant
provisions of the Criminal Code and the Code of Criminal Procedure), but also found
certain shortcomings thereof (Raduletu, 2023: 104).

However, from this perspective, in addition to the shortcomings of the law
found regarding the lack of provision of the concrete way of communicating the non-
voluntary admission decision (There is a real risk for the data subject not to be able to
use the remedies provided by law against that decision), there remains a problem of art.
of Law no. 487/2022 which provides: "Clinical trials and experimental treatments,
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psychosurgery or other treatments likely to cause harm to the integrity of the patient,
with irreversible consequences, do not apply to a person with mental disorders except
with his/her informed consent and subject to the approval of the ethics committee of the
psychiatric unit, which must declare itself convinced that the patient has truly given
his/her informed consent and that it responds to the interest of the patient". Poor drafting
of the phrase “irreversible consequences™ which is clearly a contradiction in terms
because such consequences can never be in the interest of the patient. But the question
persists: how genuine can such consent be for a patient with serious mental disorders in
a deprivation of liberty regime?

In general, in most cases concerning 'alienated persons' with which the Court
has previously been seized, the internal procedure for the admission of the persons
concerned has been examined from the perspective of art. 5 of the Convention.
Consequently, in order to determine whether the admission procedure was in accordance
with art. 8 of the Convention, for example, the Court will rely, mutatis mutandis, on its
jurisprudence regarding art. 5 8 1 (e) of the Convention.

In the context of this issue, we must mention the Decision of the Constitutional Court of
Romania no. 601 of July 16, 2020, published in the Official Gazette no. 88/27 January
2021, by which it was noted that the lack of establishment of guarantees to accompany
the measure of protection of the placing under judicial interdict is prejudicial to the
constitutional provisions of art. 1 para. (3), of art. 16 para. (1) and art. 50, as interpreted
according to art. 20 para. (1), and in the light of art. 12 of the Convention on the Rights
of Persons with Disabilities”, and, led to the adoption of Law no. 140/2022.

Judicial interdict is that means of protecting the natural person who, being
deprived of the necessary discernment due to alienation or mental debility, has the effect
of depriving him of the capacity to exercise and establishing guardianship. In the
decision of the Constitutional Court mentioned above, it was noted: "the measure of
placing under judicial interdict requlated by art. 164 para. (1) The Civil Code is not
accompanied by sufficient guarantees to ensure respect for human rights and
fundamental freedoms. It does not take into account the fact that there may be varying
degrees of incapacity, nor the diversity of a person's interests, it is not ordered for a fixed
period of time and is not subject to periodic review. Any protection measure must be
proportionate to the degree of capacity, be adapted to the life of the person, be applied
for the shortest period of time, be periodically reviewed and take into account the will
and preferences of persons with disabilities. Also, when regulating a protection measure,
the legislator must take into account the fact that there may be different degrees of
incapacity, and mental deficiency may vary over time. The lack of psychic capacity or
discernment can take different forms, for example, total/partial or reversible/irreversible,
a situation that requires the establishment of protection measures appropriate to reality
and which, however, are not found in the regulation of the measure of judicial interdict.
Adequate degrees of protection must therefore be attached to the different degrees of
disability, and proportionate solutions must be found by the legislator in the regulation
of legal measures. An incapacity must not lead to the loss of the exercise of all civil
rights, but must be examined in each individual case.

According to art. 164 para.(1)Civil Code: “The person who does not have the
necessary discernment to take care of his interests, due to alienation or mental debility,
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will be placed under a judicial interdict’, and according to paragraph (2) of the same
article it is noted that this measure can also be taken against minors with limited exercise
capacity. Therefore, if in the case of minors under 14 years of age the lack of
discernment is due to a legal presumption, in the case of the adult it is due to an
objective cause: alienation or mental debility. The content of alienation and mental
debility is determined by the psychiatrist (Ungureanu, Munteanu, 2015: 382). The
provisions set forth by art. 164 must be interpreted in a restrictive way, otherwise it
could lead to abuse in cases where a mentally healthy person or a person affected by a
psychosis or a person temporarily lacking in discernment is placed under interdict. In
this context, we recall that in the old regulation of the Civil Code there is the judicial
council , which referred to the designation by the judiciary of a person to assist and
authorize the conclusion of certain acts for the individual whose weakening of mind or
inclinations towards waste required protection and supervision. This measure could be
taken when the person's mental state was not so weak as to institute the interdict
(Hamangiu, Rosetti-Balanescu, Baicoianu, 1928: 476-487) . The one placed under
judicial counsel and the married woman were only assisted by those in law to complete
their capacity, unlike the minor or interdict who were represented by their guardian. We
also recall that if a natural person, due to old age, illness or physical infirmity, although
capable (with discernment), cannot personally defend his interests under normal
conditions, he will be appointed a curator, according to the law.

Instead, the interdict creates the prerequisites for the establishment of guardianship.

According to the provisions of art. 168 of the Civil Code, the settlement of the
request for placing under judicial interdict is made according to the provisions of the
Code of Civil Procedure. According to art. 935 of the Code of Civil Procedure, the
application for the interdict of a person is solved by the tutelage court in whose
constituency he/she has his/her domicile. The interdict may be requested by any
interested person, including the prosecutor, according to art. 111 of the Civil Code, and
according to the jurisprudence, even by the sick person, in a moment of lucidity
(Ungureanu, Munteanu, 2015: 382), as well as by the guardianship court, in the case of
ex officio referral (Nicolae, Bicu, llie, Rizoiu, 2016: 240) . This moment of lucidity will
not be confused with the absence of alienation or mental debility, which will be
ascertained by a committee of specialist doctors at the time of the interdict, as we have
already shown that no transient lack of discernment equates to the existence of alienation
or debility.

In general, the protection of the minoris achieved by the parents, by
establishing guardianship, by giving in placement or, as the case may be, by other
special protection measures provided by law, and the protection of the adult takes place
by establishing the measure of judicial counselling or special guardianship or of the
curate or other measure provided by law.

Guardianship is an institution for the protection of both the minor, who is
deprived of the care of his parents, and the adult, who is mentally disabled. The
guardianship of the natural person is carried out by the guardian.

The essence of the matter is the decision of the European Court of Human Rights
pronounced in the case N. against Romania, dated November 28, 2017, which shows
that the Romanian state violated N. 's right to privacy, when he was placed under
interdict, as well as when he was excluded entirely from the procedure of changing the
legal guardian. In this case, the deprivation of liberty of the applicant affected by mental
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disorders was justified, for a certain period, by the need to protect him. The authorities
indicated, however, that only the maintenance of the admission could provide the
applicant with the housing and social assistance he needed. But on this issue, the
European Court indicated that “the objective need for housing and social assistance must
not automatically lead to the imposition of custodial measures” (para. 146). Also, in case
B v. Romania, pronounced on 19 February 2013, the Court ruled that the national
authorities, especially the courts, have the obligation to interpret the provisions of the
national law applicable in the field of psychiatric hospitalization and, more generally, in
the matter of the integrity of the person in the spirit of the right to respect for private life,
guaranteed by art. 8. In addition, art. 8 requires the authorities to maintain a fair balance
between the interests of a person with mental illness and the other legitimate interests
involved. As a rule, they must be given a wide margin of appreciation with regard to
such a complex issue as the determination of a person's mental capacities. In fact, the
national authorities benefit from direct links with the persons concerned and are
therefore best placed to deal with these issues. For its part, the Court's task is to appraise,
in the light of the Convention, decisions taken by those authorities in the exercise of
their discretion. The discretion afforded to the competent national authorities varies
according to the nature of the issues raised and the importance of the interests at stake.
More stringent control must be exercised over particularly severe privacy restrictions
(Chtoukatourov v. Russia, n. 44009/05, section 87-88, ECHR 2008).

In addition, the Court recalls that, although art. 8 does not provide for any
explicit condition of the procedure, the decision-making process relating to the measures
constituting an interference must be fair and properly respect the interests protected by
this provision. Thus, the extent of the State's margin of appreciation depends on the
quality of the decision-making process: whether the procedure was extremely deficient
for one reason or another, the conclusions of the domestic authorities are further
questioned.

Thus, even if amendments have been made to the legislation in question, the
application of the substantive law rules must comply with the requirements of the
conventional law, in the light of all the implications, namely the respect for the right to
family life.

According to Law n0.140/2022 : “An adult who is unable to take care of his/her
own interests due to a deterioration of his/her mental faculties, temporary or permanent,
partial or total, established as a result of medical and psycho-social evaluation, and who
needs support in the formation or expression of his/her will, may benefit from special
legal advice or guardianship, if such action is necessary for the exercise of his/her
civilian capacity, on an equal basis with other persons”.

A person may benefit from special guardianship if the deterioration of his
mental faculties is total (as opposed to judicial counselling when the person presents the
deterioration of his mental faculties is partial and it is necessary to be continuously
advised in the exercise of his rights and freedoms) and, as the case may be, permanent
and it is necessary to be continuously represented in the exercise of his rights and
freedoms.

Special guardianship can only be established if adequate protection of the
protected person cannot be ensured by establishing assistance for the conclusion of legal
acts or judicial counselling.
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The establishment of special guardianship is ordered for a period not exceeding
5 years. However, if the deterioration of the mental faculties of the protected person is
permanent, the court may order the extension of the special guardianship measure for a
longer period, which may not exceed 15 years, unlike the general regulation which
provides, in principle, for the establishment of guardianship of the prohibited for an
indefinite period.

The institution of judicial counselling is ordered for a period not exceeding 3
years.

By the decision by which the protection measure was taken, the guardianship
court appoints the person who will exercise the function of guardian from the date the
decision remains final.

In the absence of a appointed guardian, the guardianship court shall appoint as a
matter of priority, if they do not oppose with good reasons, the spouse, parent, relative or
in-law, friend or person living with the protected one if the latter has close and stable
links with the protector, able to carry out this task, taking into account, where
appropriate, the ties of affection, personal relationships, material conditions, moral
guarantees that the one called to be appointed guardian, as well as the proximity of
domicile or residences.

If none of the aforementioned persons can assume guardianship, the
guardianship court appoints a personal representative who has acquired this capacity
under the terms of the special law.

When appointing the guardian, the court takes into account the preferences
expressed by the protected person, his/her usual relationships, the interest shown in
his/her person, as well as any recommendations made by persons close to him/her, as
well as the lack of interests contrary to the protected person. Pursuant to art. 166 of the
Civil Code must be retained the novelty brought in the sense that the person with full
exercise capacity has the possibility to designate by unilateral act or mandate contract,
concluded in authentic form, the person who would be appointed as guardian to take
care of the person and his/her assets in case he/she would be placed under judicial
interdict.

Therefore, aspects from a procedural point of view are cut in situations that are
somewhat easy to manage, but when there are significantly sensitive issues, such as the
existence of the children of the person to be protected, such as in case B against
Romania, it is imperative to analyse the concrete circumstances and to decide in relation
to the particularity of respecting the right to family life.

The European Court recalled the principles flowing from its settled case-law,
according to which, for a parent and child, being together is an essential element of
family life. In addition, the placement of the child in the care of public assistance does
not put an end to natural family relationships. Decisions taken by the responsible
authority leading to the placement of a child in a reception centre are considered as
interference with the applicant's right to respect for family life and must be considered as
such. According to the constant jurisprudence of the Court, such an interference violates
art. 8, unless, as provided by law, it pursues one or more legitimate purposes within the
meaning of paragraph 2 and is necessary, in a democratic society, to achieve them. The
notion of necessity implies an interference based on an imperative social need and, in
particular, proportionate to the legitimate aim pursued. Although art. 8 tends mainly to
protect the individual against arbitrary interference by public authorities, it can also
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generate positive obligations inherent in an effective respect for family life. In order to
rule on the need for interference in a demaocratic society or on the existence of a breach
of a positive obligation, the Court shall take into account the margin of appreciation
afforded to the Contracting States. Thus, the procedures applicable to the regulation of
matters concerning family life must prove compliance with it; in particular, parents
normally have the right to be heard and fully informed on this subject, although, in
certain circumstances, certain restrictions may be justified, pursuant to art. 8 § 2. The
European court acknowledges that the responsible authorities have a difficult, even
extremely difficult, task when they rule in such a sensitive area. Providing for a rigid
procedure in each case would only create more problems. Therefore, a certain amount of
discretion must be reserved to them in this regard. On the other hand, the examination of
this aspect of the case must be based on fundamental information: there is a high risk
that the decisions will prove irreversible. It is therefore an area that requires more than
usual protection against arbitrary interference.

It should be determined, in the light of the circumstances of each case and in
particular the seriousness of the measures to be taken, whether the parents were able to
play a sufficiently important role in the decision-making process as a whole to afford
them the protection required by their interests. In the event of a negative answer, it
concerns the non-observance of their family life and the interference resulting from the
decision cannot be considered "necessary™ within the meaning of Article 8 (Case B v.
Romania, ECHR: para. 108-110).

Finally, it should be noted that the authorities must pay particular attention to
vulnerable persons and must provide them with increased protection because their ability
or willingness to complain is often diminished.

In conclusion, Law no. 140/2022 seeks to bring a unitary solution to the need for legal
representation of natural persons in situations characterized by lack or diminution of
discernment, in accordance with the requirements of the European Court of Human
Rights, providing more guarantees of procedure against arbitrariness and by introducing
shorter terms of the protection measure, the possibility of periodic review and, last but
not least, the application of the legal provisions in particular must respect human dignity.
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Abstract:

The complicated interplay between the Romanian BET index, monetary policy rate,
inflation rate, and RON/USD currency rate is studied using a Vector Autoregression
(VAR) approach in this article. The methodology is based on the VAR model's ability to
explain the dynamic relationship between multiple time series, with Granger causality
tests used to identify the directionality of influence, impulse response functions used to
trace the effects of economic shocks and forecast error variance decomposition used to
measure the extent of variable interdependence. The findings show results about the
links of monetary policy rate, inflation rate, BET index and exchange rate, with the
purpose to find if capital markets are sensitive to macroeconomic policy decisions. The
study emphasizes the central bank's policy rate's significance in influencing market
expectations, as well as the complex impact of inflationary trends on currency valuation.
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1. Introduction

The interaction of financial market indices and macroeconomic variables is
becoming increasingly important in modern economic discourse, particularly in
emerging economies like Romania. Although research into this connection has gained
prominence, the need for empirical clarification remains, particularly in considering
Romania’s increasing financial infrastructure and connectivity into global markets.

This theme's relevance comes from current discussions about the efficacy of
monetary policy and its transmission mechanisms in post-transition economies. While
theoretical models supply a foundational knowledge, actual inquiries into the
characteristics of the Romanian market are less addressed. Thus, this study will examine
how the monetary policy rate, inflation rate, and RON/USD exchange rate interact with
and influence the Romanian BET index also, this study will rely on a theoretical and
methodological framework based on financial econometric principles, with a focus on
the use of Vector Autoregression (VAR) analysis to reveal structural patterns and causal
relationships.

The monetary policy rate is a vital tool to measuring liquidity, investment, and
consumption, whereas the inflation rate is an essential indicator of the economy's
supply-demand balance. The exchange rate, particularly when it comes to a currency
like the Romanian Leu vs the US Dollar, reflects international trade dynamics and
foreign investor sentiment.

The aim of this study is to analyze how these variables affect the BET index and
to give an idea to participants such as investors, decision makers and international
observers about how these work together in the Romanian economy.

2. Literature Review

Camilleri et al. (2019) conducted a comprehensive study to examine the
interactions between stock prices and a set of macroeconomic variables across five
European countries during the period from 1999 to 2017. They employed a Vector
Autoregressive (VAR) model, complemented by both parametric and non-parametric
methods, to assess the dynamics between stock prices and macroeconomic indicators
such as consumer price index (CPI), industrial production index (IPI), interest rates (IR),
and money supply (MS).

In their investigation, Christou et al. (2019) studied beyond the commonly
analyzed post-World War 1l era, employing a time-varying parameter vector
autoregressive (TVP-VAR) model to assess over 150 years of monthly UK data, from
January 1855 to December 2016. Their analysis focused on the impact of uncertainty,
operationalized as corporate bond spread shocks, on a suite of macroeconomic variables
including inflation rates, unemployment rates, monetary policy rates, and nominal
exchange rate returns. The authors’ findings articulate that positive uncertainty shocks,
consistent with negative demand shocks, result in the contraction of inflation and interest
rates alongside a depreciation in exchange rate returns, coupled with a rise in
unemployment rates.

The BET index is a free float market capitalization-weighted index comprising
the most liquid Romanian companies listed on the Bucharest Stock Exchange (BVB).
This structure allows the index to represent the performance of a portfolio composed of
shares included in the index, adhering to transparent rules for calculation and
composition adjustments (Bucharest Stock Exchange, 2020, p. 5). The paper by Fischer
and Merton (1984) critically examines the role of the stock market in macroeconomics,
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particularly in the context of corporate investment decisions. It highlights the distinct
perspectives of finance and macroeconomics regarding the stock market's influence.
While finance views the stock market as a crucial component in guiding corporate
investment choices, macroeconomics traditionally assigns it a lesser role in investment
decisions.

Bianchi et al. (2021) discuss the influence that central bank actions and
announcements have on the valuation of long-term financial assets, including stock
markets. Their research suggests that these assets respond significantly to monetary
policy, a phenomenon that challenges traditional asset pricing theories. Bernanke and
Kuttner (2005) closely investigated the impact of changes in monetary policy on equity
prices. A significant finding of their study is that unanticipated adjustments in the
federal funds rate have a substantial influence on stock market values. Specifically, the
analysis reveals that an unexpected 25-basis-point cut in the federal funds rate is
associated with about a 1% increase in broad stock indexes. In a more recent study,
Heyden and Heyden (2021) investigated the impact of COVID-19 on stock markets,
with a particular focus on the consequences of monetary policy pronouncements. They
discovered that, whereas the announcement of country-specific fiscal policy measures
typically had a negative impact on stock returns, monetary policy measures tended to
stabilize and positively influence the markets.

The study conducted by Boons et al. (2020) presents an understanding of how
inflation risk is priced in the stock market, emphasizing its time-varying nature. A key
element of this variation is identified as the nominal-real covariance, which represents
the dynamic relationship between inflation and real future consumption growth.
Herwartz et al (2022) explored the impact of monetary policy on asset prices in the
United States using a structural VAR model that uniquely employed non-Gaussian
independent components for shock identification. Their analysis revealed that
contractionary monetary policy moderately impacts both U.S. house and stock prices,
with a less pronounced effect on stocks. Rai and Garg (2021) investigated the impact of
the COVID-19 pandemic on the relationship between stock prices and exchange rates in
BRIICS countries. Utilizing GARCH techniques, the research finds significant negative
dynamic correlations and volatility spillovers between these two markets, particularly
during the initial lockdown period.

3. Methodology

3.1. Data and the sources of data

The data for this research was obtained from reputable institutions within
Romania. The data for our analysis has been collected on a monthly basis and covers the
years January 2010 to December 2023. This timeframe enables us to capture and analyze
the complex short-term changes as well as the longer-term patterns in the economic
indicators of interest. The monthly resolution ensures that our analysis can respond to
and include key economic events and policy changes as they occur, providing a solid
foundation for our study's conclusions.

57



Cristi Spulbar, Cezar Citilin Ene

Table 3.1. Selected variables

Acronym Indicator Unit

Log_cap Natural logarithm of Romanian National currency (RON)
BET INDEX

Mon_pol Monetary policy rate regulated Monthly monetary policy (%)
by the NBR

Inf_rate Inflation rate Monthly inflation rate (%)

Exch_rate | Exchange rate (RON/USD) Monthly exchange rate

(RON/USD)

Source: Author’s contribution

This study's econometric analysis was carried out using Eviews 12, a
sophisticated statistical software suite. Eviews is built for advanced econometric
research, allowing us to rapidly process monthly frequency data from 2010 to 2023.

3.2. VAR Model

A Vector Autoregressive (VAR) model is an econometric model used to capture
the linear interdependencies among multiple time series data. VAR models are
frequently used in economic and financial research to forecast and analyze the effects of
policy changes or external shocks. This model gives a framework for investigating
dynamic interactions in economic systems, such as the, in the context of our study, links
between GDP, inflation, interest rates, and exchange rates. VAR models have the
capacity to provide understanding into the causal links and dynamic interactions
between economic variables.

Central to the VAR model is its formulation as VAR(p), where 'p' denotes the
number of lagged observations included. In this structure, a system of equations is
constructed, with each equation delineating the relationship of a variable with its own
lagged values and those of other variables, encapsulated within coefficient matrices.
These matrices, key to understanding the dynamics of intervariable relationships, are
estimated from the data. Lag selection is a critical step in constructing a Vector
Autoregressive (VAR) model, as it determines the number of past values to be included
in the model. An appropriate lag length ensures that the model captures the essential
dynamics of the data without introducing unnecessary complexity. In our study, the
Akaike Information Criterion (AIC) is employed for selecting the optimal lag length.

Ordinary Least Squares (OLS) is a fundamental estimation technique for each
equation in a Vector Autoregressive (VAR) model. OLS is a method for estimating
unknown parameters in a linear regression model, and it works especially well with
VAR models because of its linear structure. The OLS estimation method seeks to
minimize the sum of squared differences between observed and predicted values from
the linear model. Each equation in a VAR model can be evaluated separately using OLS
because they are similar to a standard multiple linear regression model. Granger
Causality Tests also play an important role in time series analysis, especially in the
context of our VAR model. These are used to determine whether one time series is
useful in forecasting another and contrary to the name, Granger Causality does not test
for true causality in a philosophical sense. Instead, it tests whether past values of one
variable are statistically significant in forecasting another variable, implying a predictive
relationship.
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3.2. Findings and discussion

For the first step in our analysis, we have used the VAR Lag Order Selection
Criteria to get the best lag order for our Vector Autoregression (VAR) model,
integrating up to 12 lags to find the best fit for our data. The Akaike information
criterion (AIC) was helpful in this process, enabling us to choose a lag order of 5, which
later proved effective for our model's predicted accuracy.

We have chosen 5 lags based on the Akaike Information Criterion (AIC). The
AIC balances model fit and complexity, penalizing models with more parameters. At lag
0, the model is simplistic, not accounting for past values. The log-likelihood (LogL)
increases with each additional lag, indicating better model fit. However, adding too
many lags can lead to overfitting. Therefore, the fifth lag, where the AIC is minimized,
represents the optimal balance, this essential step guarantees that the model is not
underfit with too few lags, nor overfit with too many, achieving a critical balance for
trustworthy econometric analysis.

Table 3.2. VAR Lag Order Selection Criteria

Lag LogL LR FPE AIC SC HQ
0 -761.5005 NA 0.214940  9.814109 9.892311 9.845871
1 301.2046  2057.288 3.19e-07  -3.605187 -3.214180* -3.446377
2 329.9290  54.13440 2.71e-07  -3.768320  -3.064507  -3.482462*
3 3385521  15.80905 2.99%-07 -3.673745 -2.657126 -3.260838
4 3727719 60.98138 2.37e-07  -3.907332  -2.577907 -3.367377
5 389.0242  28.12895*  2.37e-07* -3.910566* -2.268336  -3.243563
6 402.6138 22.82358 2.45e-07  -3.879664  -1.924628  -3.085613
7 409.7038  11.54409 2.77e-07  -3.765434  -1.497592  -2.844335
8 420.0542  16.32169 3.00e-07  -3.693002  -1.112355  -2.644855
9 4269816  10.56878 3.41e-07  -3.576687 -0.683234  -2.401492

10 432.4129 8.007631 3.96e-07  -3.441191 -0.234932  -2.138947
11 448.5582  22.97601 4.02e-07  -3.443054 0.076011  -2.013762
12 457.2152  11.87568 4.51e-07  -3.348913 0.482957  -1.792573

Source: Author’s contribution

The next step was the analysis of the VAR model's stability condition, with five
lags incorporated, revealed that all characteristic roots are located within the unit circle,
affirming the model's stability. None of the roots displayed a modulus value exceeding
one, which indicates there are no tendencies towards explosive behavior within the time
series data being analyzed. This validation of stability is essential, as it ensures that the
VAR model's forecasts and inferences remain reliable over time.

The modulus ranges from 0.360422 to 0.998861, with none breaching the
threshold of one.
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Figure 3.1. VAR model's stability condition
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The autocorrelation function plots computed show the relationship between
each economic variable's current value and its past values up to 12 lags.

These autocorrelations within approximately two standard error bounds are
critical in identifying the inherent time dependency within the series. It appears that for
most lags across different economic indicators, the autocorrelation coefficients lie within
the bounds, which suggests that there is no significant autocorrelation at those lags. This
is indicative of randomness in the data series, implying that past values do not have a
strong predictive power for future values beyond what is captured by the model up to the
selected lag.

For a VAR model, such as the one seemingly in use here, the absence of
significant autocorrelation beyond the chosen lag is desirable. It indicates that the model
is well-specified, capturing the essential temporal dynamics without leaving out valuable
information or introducing redundancy.

The VAR Residual Serial Correlation LM Tests assess whether serial
correlation is present at various lags in our vector autoregression model.

Our focus is on five lags, the null hypothesis is that there is no serial correlation
at the lag specified, given the monthly frequency of our data, which allows for the
capture of seasonal patterns and trends over time.

A p-value above 0.05 indicates that we fail to reject the null hypothesis of no
serial correlation at that lag, whereas a p-value below 0.05 suggests the presence of
serial correlation, thus rejecting the null.
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Figure 3.2. Variance decomposition

Null hypothesis: No serial correlation at lag h

Lag LRE*stat df Prob. Rao F-stat df Prab.
1 25.67577 16  0.0588 1.627218 (16,413.1) 0.0588
2 27.45150 16  0.0367 1.743476 (16,413.1) 0.0368
3 20.90222 16 0.1823 1.317117 (16,413.1) 0.1824
4 11.89743 16  0.7510 0.741652 (16,413.1) 0.7511
5 1145730 16  0.7804 0.713839 (16,413.1) 0.7805

Source: Author’s contribution

For our model, lag 1 shows a borderline p-value of 0.0588, marginally
suggesting the presence of serial correlation, which is also the case for lag 2 with a p-
value of 0.0367.

However, lags 3 through 5 display p-values of 0.1823, 0.7510, and 0.7804
respectively, indicating no significant serial correlation and thus they are deemed
appropriate for our analysis.

The LRE* stat and Rao F-stat values provide additional support for these
findings. At lag 1, the LRE* stat is relatively high at 25.67577, alongside the Rao F-stat
of 1.627218, which corresponds to the borderline p-value, indicating a weak presence of
serial correlation.

By lag 5, the LRE™* stat significantly drops to 11.45730 with a corresponding
Rao F-stat of 0.713839, reaffirming the absence of serial correlation at this lag. This
trend suggests that as we progress to higher lags, the issue of serial correlation
diminishes, supporting the decision to include up to five lags in our VAR model.

The VAR Granger Causality/Block Exogeneity Wald Tests evaluate the
predictive causality between variables in the VAR model. We have two hypotheses:

HO: X does not Granger Cause Y;

H1: X Granger Cause Y.

The rule of decision is that:

e Ifpvalueis <0.05="X" Granger Cause “Y™ at the 5% significance level,
o If pvalue is > 0.05 then “X” does not Granger Cause "Y” at the 5% significance

level.
Table 3.3. VAR Granger Causality/Block Exogeneity Wald Tests
Dependent variable: LOG_CAP Dependent variable: INF_RATE
Excluded Chi-sq df Prob. Excluded Chi-sq df  Prob.

INF_RATE  10.74941 5 0.0566 LOG_CAP  4.239523 5 0.5155
EXCH_RATE 9.007945 5 0.1087 EXCH_RATE 2.350526 5 0.7988
MON_POL  5.073773 5 0.4069 MON_POL  15.13560 5 0.0098

All 21.43607 15 0.1235 All 22.40422 15 0.0976

Source: Author’s contribution
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Starting with the capitalization (LOG_CAP) as the dependent variable, the p-
values associated with the inflation rate (INF_RATE) and the exchange rate
(EXCH_RATE) are 0.0566 and 0.1087, respectively.

These figures sit just above the 0.05 threshold, leading us to maintain the null
hypothesis that these rates do not Granger cause LOG_CAP. However, with the inflation
rate p-value being marginally above the cutoff, there's a hint of potential predictive
power over capitalization that merits further investigation.

The monetary policy (MON_POL) with a p-value of 0.4069 does not indicate a
predictive relationship. When inflation rate (INF_RATE) is the dependent variable,
MON_POL stands out with a p-value of 0.0098, clearly indicating a Granger causal
relationship at the 5% significance level. It suggests that past monetary policy decisions
are significant in predicting future inflation rates.

LOG_CAP and EXCH_RATE, with p-values of 0.5155 and 0.7988, show no
such causality. For the exchange rate (EXCH_RATE) as the dependent variable,
LOG_CAP's p-value of 0.0415 suggests Granger causes the exchange rate, potentially
indicating that capitalization levels could be predictive of future exchange rate
movements.

INF_RATE and MON_POL do not show evidence of Granger causality with p-
values of 0.9885 and 0.6153, respectively. With MON_POL as the dependent variable,
INF_RATE's very low p-value of 0.0004 is striking, indicating a strong Granger causal
relationship. It suggests that past inflation rates could be a significant predictor of future
monetary policy decisions. However, LOG_CAP and EXCH_RATE, with p-values of
0.3755 and 0.9563, do not show a predictive relationship with monetary policy.

Impulse Response Functions (IRF) are used in econometrics, to describe how
one variable responds over time to a shock or impulse in another variable.

Analyzing the impulse response functions from a Vector Autoregression (VAR)
perspective, we observe the dynamic interaction between key economic indicators.

Figure 3.3. Impulse response functions with shocks on the capitalization
Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.
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Source: Author’s contribution
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The response of the inflation rate starts slightly below zero, indicating an
immediate, though minor, negative response to the shock in LOG_CAP. This negative
response quickly dissipates, and the curve approaches the zero line, suggesting that the
effect of the LOG_CAP shock on the inflation rate is transitory and becomes statistically
insignificant as the response oscillates around the zero line within the confidence
interval.

The response of the exchange rate to a shock in the logarithm of stock market
capitalization displays a distinct pattern over the ten periods. Initially, the exchange rate
depreciates, which is evident from the downward trend of the response line below the
zero mark. This depreciation is short-lived, as the trend reverses, and a gradual
appreciation is observed. The response line crosses above zero at the 7 period and
continues to ascend, reflecting a sustained appreciation of the exchange rate. The graph
concludes with the exchange rate maintaining this appreciation, suggesting a lasting
adjustment to the shock in capitalization.

Initially, there is a slight contractionary move in monetary policy, as indicated
by the slight dip below the horizontal axis. However, this contractionary stance is brief
and minimal in magnitude. Subsequently, the trajectory of the response transitions to a
neutral stance, hovering around the zero line between periods two and three. This
indicates a momentary phase where monetary policy does not exhibit a strong reaction to
the capital market shock. Progressing from period three onwards, the response curve
begins to incline, suggesting a gradual shift toward an expansionary monetary policy
stance.

Figure 3.4. Impulse response functions with shocks on inflation rate
Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.
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The central trajectory for the exchange rate response begins slightly below zero,
indicating an immediate, though minor, depreciation following the inflation shock. This
negative response is short-lived, and the line quickly levels off near zero, suggesting no
strong or sustained initial effect. From period 6 onwards, the exchange rate shows a
modest upward trajectory, implying a gradual appreciation in response to the inflation
rate shock. This appreciation continues through the 10-period horizon, with the
magnitude of the response remaining small but consistently positive.

The second graph illustrates the response of monetary policy to a shock in the
inflation rate. The response is initially positive and increases over time, suggesting that
monetary policy becomes tighter in response to higher inflation, which is consistent with
economic theory of monetary policy reaction. The response is relatively larger and more
persistent than the response of the exchange rate, indicating a more pronounced and
lasting effect of inflation on monetary policy.

The trajectory for the logged capital response to an inflation shock shows a
quick initial increase, peaking at around period 3, which suggests a brief positive impact
on capital. However, this is quickly followed by a decline to negative values by period 3,
indicating a downturn in the response. The magnitude of this negative response is
moderate, but it is short-lived, as the response curve begins to level off and approach
zero by the end of the horizon. This suggests that the initial negative impact on
capitalization is tempered and becomes negligible over time.

Figure 3.5. Impulse response functions with shocks on exchange rate
Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.
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Source: Author’s contribution

The trajectory of the monetary policy response to an exchange rate shock starts
off slightly positive, suggesting a minor tightening of monetary policy immediately after
the exchange rate shock. The trajectory then exhibits a steady upward trend, indicating a
consistent and increasing tightening response from monetary policy. The magnitude of
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the response grows modestly but steadily over the 10 periods, indicating a sustained
policy stance in reaction to the exchange rate movements.

The response of capitalization to the exchange rate shock begins just below
zero, suggesting a small initial negative impact on capitalization. However, by the
second period, the response turns positive and climbs slightly above zero, indicating a
small increase in capital following the exchange rate shock. This positive response
appears to be sustained but with some volatility, as the line wavers slightly yet remains
above zero throughout the 10-period horizon, signifying that the positive impact on
capital persists over time.

The trajectory of the inflation rate response to an exchange rate shock starts
sharply positive, indicating a quick and strong inflationary response following the
exchange rate shock. The response peaks around the first period and then begins to
decline, although it remains positive. This suggests that the immediate impact on
inflation is strong but appears to moderate over time. However, the response does not
revert to zero within the 10-period horizon, implying a lasting inflationary effect from
the exchange rate shock, although the magnitude diminishes as time passes.

Figure 3.6. Impulse response functions with shocks on exchange rate
Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.
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For the graph titled "Response of INF_RATE to MON_POL," the response
curve shows an initially positive relationship, with inflation (INF_RATE) increasing in
the short-term following a tightening of monetary policy. This is an intriguing
phenomenon since conventional economic theory would predict that an increase in
interest rates should lead to a decrease in inflation, which in our model is happening but
in the long term. This counterintuitive result could suggest the presence of a puzzling
result, where inflation does not react as expected to monetary policy shocks. A solution
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would be to incorporate commodity prices into the VAR model and that could indeed
provide more insight.

The second graph, "Response of EXCH_RATE to MON_POL," shows a more
muted and variable response. Initially, there is a slight decline in the exchange rate
(EXCH_RATE) which then oscillates around the zero line, suggesting that the exchange
rate's response to monetary policy is somewhat uncertain or that other factors may be
influencing the exchange rate concurrently.

The third graph shows the response of the logarithm of the capitalization of the
BET index from the Bucharest Stock Exchange to a monetary policy shock. An initial
downward trend in the LOG_CAP suggests a negative reaction of stock market
capitalization to an increase in interest rates. This outcome aligns with standard
economic expectations. Following this initial drop, the LOG_CAP curve appears to
stabilize and then oscillates, indicating that the market may be adjusting to the new
monetary conditions or that other market dynamics are at play.

The variance decomposition over the 24-period horizon indicates a diminishing
influence of LOG_CAP on its own variance, suggesting that as time progresses,
LOG_CAP becomes less predictive of itself. There is a gradual increase in the variance
explained by INF_RATE, EXCH_RATE, and MON_POL, indicating that these
variables become more influential in explaining the movements in LOG_CAP. This
trend suggests that market capitalization's movements are increasingly influenced by
broader economic factors over time, such as inflation, currency fluctuations, and
monetary policy actions.

Figure 3.7. Variance decomposition
Variance Decomposition using Cholesky (d.f. adjusted) Factors
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For LOG_CAP, initially, it self-explains 100% of its own forecast variance. As
time progresses, the contribution of other variables starts to appear. By the 24th period,
LOG_CAP's variance is explained by itself by approximately 69.5%, by INF_RATE by
about 1.85%, by EXCH_RATE by around 20.23%, and by MON_POL by
approximately 8.43%. This indicates that while market capitalization is mostly
influenced by its own shocks, inflation rate, exchange rate, and monetary policy also
play a role as time goes on.

Moving on to the variance decomposition for the INF_RATE, which indicates
that initially, it accounts for most of its own forecast error variance. However, as we
move forward to the 24th period, we see a notable shift in contributions. The self-
contribution of the inflation rate to its variance decreases from nearly 99% to
approximately 89.56%, suggesting an increasing impact from other variables.

LOG_CAP's influence starts off minimal and grows to over half a percent,
indicating a slight predictive power over inflation. The contribution of the exchange rate
(EXCH_RATE) and the monetary policy rate (MON_POL) also increases over time,
reaching about 3.37% and 6.56% respectively, signifying that exchange rate movements
and monetary policy adjustments become more significant in explaining the inflation
rate's variance. This trend reflects the complex interactions between these
macroeconomic variables and inflation over time.

For the EXCH_RATE over a 24-period horizon using the Cholesky method
indicates that initially, the exchange rate primarily explains its own forecast variance.
However, as the periods progress, the contribution of LOG_CAP to the forecast variance
of the exchange rate increases significantly, starting from about 4.08% in the first period
and reaching approximately 20.65% by the 24th period. Interestingly, the contribution of
INF_RATE remains relatively small, while the influence of MON_POL grows, starting
from no contribution in the first period to about 9.56% by the end of the 24th period.
This trend suggests that while the exchange rate is largely influenced by its own shocks,
other variables such as market capitalization and monetary policy become more
influential over time.

In the variance decomposition of MON_POL over 24 periods, the proportion of
the forecast error variance of the monetary policy rate attributed to its own shocks and to
shocks in other variables is quantified. Initially, MON_POL explains 96.11% of its
variance, emphasizing its self-driven nature. By the 24th period, this self-explanation
decreases to 37.70%, indicating a growing influence from other factors. Notably,
INF_RATE's contribution increases significantly, accounting for 55.26% of the variance
by the 24th period, highlighting inflation's increasing impact on monetary policy
variability. LOG_CAP's and EXCH_RATE's influences also grew over time, reaching
2.08% and 4.96% respectively.

2.3. Conclusions

In finally of our analysis, we want to highlight the technical rigor and analytical
depth that have distinguished our research. Our use of the Vector Autoregression (VAR)
model offers an in-depth analytical structure for examining the dynamic interaction of
macroeconomic variables and the Romanian BET index. This approach, along with
Granger causality tests, impulse response functions, and variance decomposition,
allowed us to understand the complex causal links and structural patterns present in
Romania's emerging financial system.
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