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INTRODUCTION

1. Context

The approach of the subject "The Economical-Financial Crime in Romania within the
EU Context”, from an economic and also legal point of view, sets out from combining the
results acquired from practical reality with the affirmations or invalid affirmations of different
scientific researchers as well as with theoretical concepts enunciated by various authors. The
history of the occurrence of the economical-financial crime phenomena is well known,
nonetheless its current rate, the diversity of its manifestation and its effects are the reasons that
led me into choosing this subject for our research.

Throughout time, various scientists elaborated several opinions. One of the most
renowned sociologist of time that is Emille Durkheim laid down in his works a series of original
ideas regarding crimes. The most known are those referring to a pathological super controlled
society and then there would be no more crimes. Another original idea refers to the fact that as
birth and death are natural part of society so is crime. The same idea is found in the treaty of
theory and criminology policies (Amza, 2002, p.420), regarding to the standardization of the
members of a society, even if it is not wished upon nor even possible, that is if all the members
of a society have the same values, then theoretically crime would disappear.

The criminology concept reiterated from the point of the Alexandru Lacassagne
(Ciobanu, 2007, p.120), remained known in doctrine because of its aphorisms that later became
quite famous. This aphorism refers to comparing the germ element that is the killer to the
culture bouillon of crime that is the social environment. By this it shows that the germ element
has no value all by itself if it does not find the bouillon that makes it ferment and proliferate.

But the practical reality of financial and economic crime confirms and sometimes
refutes the hypothesis of various authors. For example, in elaborated studies, (Kirchler, 2007),
(Vaithilingam & Nair, 2009), authors considered that it is very difficult to measure a parameter
that is unknown or is confidential, as a consequence of illegal activities deployed. From the
point of view of the study (Unger 2013); (Ardizzi et al., 2014), these parameters can be more
likely to be estimated and measured. But before any measurement can take place, I considered
that the economical-financial crime phenomenon (as well the crime phenomenon in general)
manifest it-self as an overt or apparent crime and black or occult crime, (Achim & Borlea,
2019); (Ciobanu, 2007).
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The economic crime phenomenon is a particular vast and complex field on which
various opinions have been expressed in doctrine and literature. Some of these opinions
presents punctual analysis mostly regarding the corruption phenomenon, tax evasion,
underground economy that crystallize in the last years, nonetheless I did not identify an overall
study, analysis or approach that is comprehensive from the point of view of the damage caused.
So | considered that the subject although extremely wide and vast, deserves a special attention.

On international level, there is no unitary definition both legally and educationally,
adopted by all states regarding economic-financial crime (Letia, 2014, p. 13). This concept is
associated with deeds such as: corruption, theft, deceit, embezzlement, data corruption,
electronic fraud, forgery, counterfeiting, hiding or destroying data and documents, money
laundering, tax evasion, accounting document offences, rigged bids in public procurement
tenders, etc. (Achim & Borlea, 2019, pagel8). The reason for this lack of unitary definition,
from our point of view, should be searched in the evolution of society, where increasingly
different forms of such activity are being manifested.

2. Expose of the thesis

The field of the research was oriented towards a practical approach of the subject
regarding economic-financial crime in order to better lay out of its resulted and its negative
consequence in Romania and in EU. The most important aim is to identify efficient actions as
realistic as can be in countering and limiting this phenomenon that tends to be become more
and more complex.

A first factor that determined us to approach such a subject were the problems identified
in practical reality regarding the damage caused to the national budget as a consequence of
committing an offence. Here we refer especially to the economic-financial crime that
comprises all the sectors of national economy and a good knowledge of the relations that are
identify in the phenomenon of economic-financial crime, can have an important part in the
fight against it.

Going through the opinions from literature and doctrine, where | noticed different terms
being used such as: economic-financial crime, financial-banking crime, business-related crime,
we consider that economic-financial crime committed with intention are acts that affect the
social relations developed within the economy, provided for by both criminal law and special
laws. By committing those criminal acts one wants to obtain material or financial benefits in
an illegal manner. Mostly, several causes of pecuniary or financial damage or non-pecuniary
damage, and the latter reduces the trust in the state and its mechanisms.

The economical-costs of the identified offences is being reflected by the apparent
discovered damage caused to the consolidated state budget, meanwhile the undiscovered
offences, but committed, cause a series of damage known as the underground economy of the
state. These two levels constitute the true dimension of real crime that includes the totality of
all criminal offences and violations committed in a given social community and over a given
period of time. So the concept of the concept of crime includes not only crimes recorded in the
statistics of the criminal investigation bodies of the judicial system, but also crime that goes
undetected for various reasons (hazard), is causing criminal tendencies to develop, in his
opinion (Danes & Papadopol, 1985); (Ciobanu, 2007, p. 13); (Achim & Borlea, 2019, p. 24).

The theme chosen is also motivated by the desire to contribute to raising awareness of the
role that an efficient forensic police could play in countering this current phenomenon that
causes considerable damage to the state budget. We consider that new knowledge on the extent
and evolution of the phenomenon of economic crime could provide basic support at a
theoretical level and at a practical level could be useful for inhibiting, limiting, preventing and
even countering the phenomenon of economic crime.
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3. The Aim and the Research Questions

Our main purpose is to outline the aspects related to the evolution and level of the
phenomenon of economic-financial crime in Romania, and in the European context. These are
to be objectively analyzed in the current thesis to see whether the negative effects of this
phenomenon, taken into consideration by authors and scientific researchers, are
counterbalanced by the efforts made by the justice authorities.

For each individual study in this thesis, we have tried to establish the decisive indicators
on the basis of statistical data, resulting from the practical reality of economic crime. In order
to structure the paper and to better understand the distinctiveness of each component of
economic-financial crime, we set out to answer a series of questions that guided us
throughout our scientific approach:

v" What is the level of economic crime in EU countries?
v" What is the level of economic crime in Romania?
v' The damage caused and the economic and financial crime show phenomena of
contagion and diffusion inter-counties?
v"In Romania, tax evasion offences are linked to other types of economic and financial
crime?
What is the level of tax burden in Romania compared to EU countries?
How public tax pressure and tax evasion are linked in the European Union?
How and in which areas the fiscal pressure (through the level of VAT) relates to the
damage caused and recovered, in Romania?
v" How effective is the fight against economic crime and in which areas of economic
activity in Romania?
v" s there a correlation between the effectiveness of measures to counter economic and
financial crime and economic and financial crime in Romania?
v Are there conflicting opinions between specialists of legal and economic fields, over
the causes, consequences and measures to reduce economic crime?

4. Research Methods

In order to achieve the proposed aim and to be able to answer the questions raised in
this paper, we considered appropriate to use both qualitative and quantitative methods.

Thus, in order to objectively measure the phenomenon of economic-financial crime in
Romania and in the European context, we had the opportunity to use the qualitative research
method, in order to understand its dimension and direction. We also focused on using the same
qualitative research method to find out the influence of the variation of the tax burden in
Romania on the fields of activity of the national economy.

Quantitative models focus mainly on identifying correlations between economic and
financial-crimes and tax evasion offences, identified and recorded at national level. At the same
time, the same quantitative methods were used to establish the existence of a relationship
between the volume of economic and financial crime and the effectiveness of measures to
prevent and counter it, as well as to find out what national specialists think about the cause of
the phenomenon. Several analytical tools were used (regressions, statistical functions,
descriptive methods, analyses and syntheses, correlation matrices, pivot tables, country ranking
tables, maps).

A comparative approach was also used, both between EU countries and between
Romania's counties, in terms of the typology of crimes, over different time intervals, in order
to be able to make predictions about the evolution of future events.

AVRNIN
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5. Organization of the Doctoral Thesis
The present study is structured over five chapters.

The first chapter: Economic-Financial Crime. Theoretical and Methodological
Approaches - is dedicated to reviewing the literature on the phenomenon of economic-financial
crime. The theoretical framework and the basic components of economic and financial crime,
corruption, fraud, the underground economy, tax evasion, money-laundering and organized
crime are discussed in order to see how they are interconnected. This presentation was made
in order to get as complete a picture as possible of what the literature has to offer on economic
and financial crime.

The second chapter: Systemic Analysis on Economic-Financial Crime - in this chapter
we considered that the phenomenon of economic-financial crime could be identified and
quantified, through a global approach at the EU level but also at the country level and through
an analytical approach in Romania’s counties, by measuring the amount of damage caused to
the state budget as a result of criminal acts committed.

In doing so, we used three indexes from the literature. To measure corruption, we took
into account the most widely used and recognized surveys of public perception of the level of
corruption produced by Transparency International Corruption Perceptions Index (CPI) and
Global Corruption Barometer (BCG). For the measurement of the underground economy, we
have considered estimated measures of the size of the underground economy calculated as a
percentage of GDP. If we refer strictly to the measurement of tax evasion, the literature (Hanlon
& Heitzman, 2010; (Tandean & Winnie, 2016); (Hassan et al., 2017); Achim & Borlea, 2019,
p.68, 2020, p. 35) indicate the following indicators as the most commonly used to measure tax
evasionl,2:

a) Effective tax rate (ETR), defined in accordance with US Generally Accepted
Accounting Principles (US GAAP) as total tax expenditure (both current and deferred
tax expenditure) reported to gross profits (Hassan et al. 2016, Hanlon & Heitzman 2010;
Tandean & Winnie 2016);

b) Cash effective tax rate (CETR), is calculated as the ratio of taxes paid to gross profits.
According to Dyreng, Hanlon and Maydew (2010), the ETR indicator reflects tax
practices that reduce tax expenditures for financial reporting purposes and the CETR
reflects those that reduce actual taxes paid in cash.

The third chapter: Economic-Financial Crime Parameters - contains a summary of the
causes mentioned by the general approaches to economic-financial crime identified in
literature, such as: Economic development; Technological degree of the economy;
Globalization, Legal system; Education; Public governance; Fiscal pressure; Socio-cultural
factors. Among the issues that fall within the field of economic-financial crime that we set out
to analyze, there is the measurement of tax pressure in EU member countries, the relationship
between tax pressure and tax evasion based on an empirical study conducted for EU countries
and the influence of VAT tax pressure on economic-financial crime in Romania.

The forth chapter: Countering Economic-Financial Crime - According to this chapter,
a ranking has been made of the measures taken to reduce and counter economic-financial crime,
with the purpose to deterrent people from committing such crimes.

With this chapter, we wanted to show as much as possible the effectiveness of measures
to prevent and counter economic-financial crime in Romania. The other two objectives
presented are to analyze the relationship between the volume of economic-financial crime and
the effectiveness of measures to prevent and counter economic-financial crime in Romania, as

1 In the international literature the term use is tax avoidance.

2 For a more detailed presentation of the tax evasion measures we recommand Gebhart (2017), Measuring Corporate
Tax Avoidance — An Analysis of Different Measures Markus Sebastian Gebhart, Junior Management Science 3 (2017),
p. 43-60
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well as the opinion of Romanian market players on the problem of economic-financial crime,
by carrying out three case studies.

The study concludes with Chapter 5, which contains General Conclusions from the
Thesis Studies, Own Contributions and Research Limits.

SUMMARY CHAPTER 1: ECONOMIC-FINANCIAL CRIME. THEORETICAL-
METHODOLOGICAL APPROACHES

In this first chapter we presented the basic concepts of economic-financial crime and
its classifications. We were draw attention by the areas of its manifestation including: the
financial-banking sector (card fraud, bank account fraud, illegal crediting etc.); trade sector
(use of shell companies, trafficking and smuggling of cigarettes, alcohol etc.); company sector
(fraudulent bankruptcy, misappropriation of funds from the company in various forms);
economic and social sector (human trafficking, prostitution, pimping, drug trafficking;
gambling; undeclared work etc.); IT sector (theft of personal data, cyber-attacks etc.),

In terms of the direct impact on its assessment, we have highlighted how crime is
classified: in noticed (i.e. crimes recorded, brought to justice and prosecuted) and unnoticed
(unregistered) or black crime, which refers to unrecorded and therefore undiscovered and
unprosecuted crimes, which is assumed to be much higher than recorded, discovered and
prosecuted crimes.

As is well known, the development of economic and social life is often jeopardized by
the quantity and complexity of fraud committed, and public institutions on the one hand are
those that ensure the efficiency and effectiveness of justice and conflict solving. On the other
hand, they are tasked with strengthening the competitiveness of industry in the market for
goods and services.

SUMMARY CHAPTER 2: SYSTEMIC ANALYSIS OF ECONOMIC-FINANCIAL
CRIME

In this context, in this chapter we have proposed four objectives, which aims to measure
economic-financial crime and the relationships that are identified within the phenomenon of
economic-financial crime, both internationally (European) and nationally, investigating the
connections between tax evasion and other economic-financial crimes.

2.1. Case study. The level of economic and financial crime in EU countries

Research objective no. 1. The level of economic and financial crime in EU countries.
The review period is 2005-2020 and is carried out in 27 EU countries

Corruption (C from “Corruption”), we used Corruption Perception Index which aggregates
data from various surveys on perceptions of corruption in the public sector in different countries
of the world.

Shadow economy (S from “shadow economy”), we used the data base developed by Schneider
(Medina & Schneider, 2019), in which the dimension of the shadow economy is calculated as
a percentage of official GDP for 158 countries since 1991.

Money laundering (L from “money laundering”), we use the Basel AML (Basel Anti-Money
Laundering Index) score, that measures the risk of money-laundering and terrorism financing
in over 129 countries worldwide. Basel AML score is calculated since 2012.

2.1.1. Outcomes Obtained

In this study, the results are in line with those obtained by the European Commission
(2013) in the ECOLEF Project, that identify developed countries such as Luxembourg, UK and
other Western European countries as having high levels of money laundering, the causes of
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which can be sought among the high rate of financial market sophistication, economic growth
reflected as GDP/capital, but also cultural influences (Achim & Borlea, 2019, p.84).

The results of this study also reveal that the highest levels of corruption and the shadow
economy are found in Southern, Central and Eastern European countries, while Western
European countries have the lowest level of shadow economy, followed by Northern European
countries. However, if we consider money laundering offences, the results obtained differ
somewhat from those obtained for corruption and the underground economy.

Thus, our results show that the countries with the highest levels of money laundering
risk are Luxembourg, Greece, Italy, Germany, while the lowest levels of money laundering
risk are in Finland, Latvia Estonia, Slovenia and Lithuania. In other words, we see that highly
developed countries of the European Union are at the same time facing high risks of money
laundering, which brings a certain specificity to these types of crime compared to others.

2.2. Case study. The level of economic-financial crime in Romania

Research objective No 2. The level of economic-financial crime in Romania
The period of analysis is 2005-2019

Corruption (C from “Corruption”), the corruption index reached values between 55-
85 % in Romania during 2005-2019.
Shadow economy (S from “shadow economy”), as a percentage of Romania's GDP, the
underground economy recorded values ranging between 23%-31% in the period analyzed.

Money laundering (L from “money laundering”), The Basel AML score is calculated
from 2012, the first year this indicator was reported by the Basel Institute on Governance. The
money laundering risk scores range between 4 and 5, the period analyzed 2012-2020.

In this study, economic-financial crime in Romania was analyzed from a global

approach, seen through the evolution of the level of corruption, money laundering and the
underground economy.

2.2.1. Outcomes obtained

We consider that since 2005 there has been a downward trend in corruption offences
and the underground economy. However, the money laundering risk shows a rather
differentiated evolution, which slightly decreases until 2016 and then slightly increases until
now.

2.3. Case study. Economic-Financial Crime Level in Romania

Research objective no 3. The level of financial and economic crime in each county in
Romania, analyzed in terms of the damage caused and the extent of financial and
economic crimes in total offenses. The period of analysis is 2010-2019

This study was carried out through a geographical assessment at county level, in terms
of the ratio of economic-financial crime to overall crime, together with the damage caused,
over a period of 10 years. A specificity of geographically based methods is the fact that they
allow the characteristics of the variables analyzed to be visualized on maps.

2.3.1. Analysis of economic-financial crime when measured by the volume of damage caused

The first step in the analysis of economic-financial crime is carried out by measuring
the amount of damage caused, determined at the time of the end of the criminal prosecution as
a phase of the criminal process, carried out by the criminal investigation body. We would like
to mention that this scientific work includes the damages reported by the County and Bucharest
Police Inspectorates, Economic Crime Investigation Services, excluding the damages detected
and recovered related to other police structures or institutions with control attributions in the
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economic-financial field. In this respect, we have carried out an analysis of the amount of
damage caused at county level using a descriptive assessment based on maps. These can reveal
spatial clustering or polarization processes, as well as the existence of contagion and diffusion
processes at county level from this point of view.

But regardless of quartile group, most counties saw significant decreases in damage
over the evaluated 10 years.

The conditional map, Chart no 1, shows a diagonal grouping of counties in terms of
value. Thus, the counties with the highest rates of decrease had, by preference, high values of
damage caused in 2010 and the lowest values of damage in 2019. The results of the descriptive
analyses in the quartile-based maps do not show significant contagion and diffusion processes,
and no particular geographical arrangement of values is observable.

However, the mostly downward trend over the last 10 years could be based on a process
of convergence in terms of the effectiveness of preventing and countering economic-financial
crime. Therefore, in the further analysis we have used geographical autocorrelation and
regression analyses.

Chart no. 1 : Conditional map: damage caused in 2010 (horizontal axis), damage caused
in 2019 (vertical axis), average annual rate of change of damage (colour).

T

9636.907 24411814

Quartile: Pre_c19

5473666

-

<
) 27

26891.407 39187.365 80735.348
Quantile: Prej c10

Hinge=1.5: Rprej_c

Loweer cutlier (2} [-0.478 . -0.353]
< 25% (3) [-0.388 : -0.218]

25% - 50% (11} [-0.216 : -0.151]
S0% - 75% (11) [-0.151 : -0.095]
= 75% (10} [-0.095 : 0.037]
Upper outlier (0} [0.087 : inf]

BRI NN

(Source: own processing in GeoDa 1.14.0)

The analyses carried out revealed the lack of a diffusion and contagion process at
county level, but confirm the existence of a significant process of convergence towards a
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common equilibrium, i.e. the counties of Romania tend, over time, towards a common state of
equilibrium in terms of damage caused

Conclusions

It can be observed that the amount of damage recorded at county level is not influenced
by the neighborhood and interactions with neighbors, moreover, we consider that the mostly
downward trend over the last 10 years could be based on a convergence process, in terms of
efficiency in preventing and countering economic-financial crime. Another point of view is to
maintain a modern, stimulating tax policy without increasing existing taxes. Another point of
view would also be the improvement of tax administration characterized by the following
values: greater transparency in relation to existing online applications, equal treatment of
taxpayers in relation to improved quality with citizens, services tailored to their needs,
responsibility of employees to the objectives of the National Tax Administration Agency. It is
also worth mentioning the continuous improvement of the legislative framework in order to
meet the criteria of harmonization of EU legislation.

2.3.2 Analysis of economic-financial crime when measured by the share of economic-financial
crime in overall crime.

In the present research, we focused on assessing the issue of economic-financial crime.
Therefore, we have dedicated the following section to the analysis of the share of economic-
financial crimes in overall crimes recorded annually at county level from 2010 to 2019.

As a first step we used descriptive analysis.

Chart no. 2: Box-plot and descriptive statistics at annual level over the period analyzed
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Chart no 2 shows that, at national level, the change in the share of economic-financial crime in
overall crime has decreased over time.

9|Page



Chartno. 3: Geographical distribution of the share of economic-financial crime in overall
crime in 2010 (left) and 2013 (right) - quartile map

Ctuantile: Rec_t10 Cuantile: Rec_t13
[0.144 : 0.221] (10} [0.008 : 0.051] (10}
[ ] m=23s:02831011) [ ] m.os5z2:0078)C11)

[ [o.2es:033110113 I .07 :o0188) 0113
Bl 0344 : 04424 (10) Bl [c.129:0.2328] (10)

(Source: own processing in GeoDa 1.14.0)

In 2010, there is no geographical arrangement of counties according to the share of
economic-financial crimes in overall crimes (chart no 3). 2013, the year with the highest
variation, there is a clustering in the northern, north-eastern part of the country, with
Maramures and northern Moldova counties with the highest values (chart no 3), and in the
western and north-western part of the country, the counties with low values. At the end of the
period analyzed, a change in the geographical arrangement is observed. The counties with a
higher share of economic-financial crime are now those in the west of the country (chart no 4).
Apart from Suceava, none of the other counties in this area remained in the high group. There
is more of a center-periphery arrangement, with counties in the center of the country having
lower percentages.

Chart no. 4: Geographical distribution of the economic-financial crime in overall crime
in 2019 - quartile map
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The large variation since the beginning of the period under evaluation required the
introduction of geographical weighting into the analysis. Thus, we constructed the same
quartile-map, but geographically weighted for each of the three years analyzed above.
Geographical weighting takes into account the neighborhood pattern and the interferences that
might occur between neighbors, mitigating the negative impact of value heterogeneity.

Chartno. 5: Geographical distribution of the share of economic-financial crime in overall
crime in 2010 (left) and 2013 (right) - geographically scaled quartile map
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The introduction of geographical effects through the process of geographical scaling
of the weights calculated annually reveals much clearer processes of value grouping in territory.
Moreover, the clarity of these groupings increases over time (see Charts no 5 and 6). Thus,
there is a shift in economic-financial crime from the center-north and the area around the capital
(2010), towards the northern part of Moldova and the eastern part of Transylvania (2013)
towards the western border of the country (2019).

Chartno. 6: Geographical distribution of the share of economic-financial crime in overall
crime in 2019 - geographical scaled quartile map.
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We can, therefore, consider that in the case of the importance of economic-financial
crime in overall crime at the county level in Romania, a process of contagion and diffusion is
occurring during the period under analysis.

Conclusions:

In terms of the damage caused, we cannot speak of a process of contagion and diffusion,
but from the point of view of economic-financial crime in overall crime at county level, it can
be seen that there is a process of contagion and diffusion, which indicates that the mechanisms
of crime or actions taken are learned in small social groups, through the transmission of
patterns or through the method of conceptual maps, procedures or preconceptions.

Regarding the movement of economic-financial crime from the center-north and the
area around the capital in 2010, towards the northern part of Moldova and the eastern part of
Transylvania in 2013 towards the western border of the country (2019), we believe this trend
is likely to be linked to technological developments given the increased activity and
increasingly elaborate fraud schemes in these areas. Also, the right to free movement of goods,
services and persons within the European Union, as well as the opportunities offered by
economic globalization and today's modern technologies have created new opportunities for
crime environment. As can be seen, the criminal environment is expanding its areas of activity
as well as its reach, becoming more and more organized and internationalized across borders,
with criminal acts clustering in the western part of the country and around the capital.

The descriptive assessment and the assessment based on geographical
interdependencies revealed significant contagion and diffusion processes in terms of the share
of economic-financial crime in overall crime. Moreover, a significant decrease has been
observed over time for the whole country.

Thus, the counties are beginning to show similar behavior, increasingly similar
proportions of economic-financial offences in overall offences, which implies that in this case
too we can talk about a process of convergence, a process that can be related to the parties
involved, all tending towards a common goal, namely to gain an advantage by evading fiscal
obligations.

In conclusion, as taxpayers increasingly allow themselves to be influenced by each
other to adopt evasive behavior, there is a risk that this contagion will increase and spread.

Preventing and countering tax evasion should be aimed at taxpayers who, by their
behavior, not only damage the interests of the tax authorities and do not comply with their
obligations, but also develop an unfair competition factor in the sector in which they operate
and in the economy. The most appropriate attitude towards this phenomenon is to manage it
well, to keep it at a certain level in order to prevent its spread.

2.4. Case study. The relationship between tax evasion and other economic-financial
crimes, at county level in Romania.

Research objective No 4. The relationship between tax evasion and other economic-
financial crimes, at county level in Romania. The period of analysis is 2010-2019.

Furthermore, through this study, we have analyzed the characteristics of economic-
financial crime, at the level of Romanian counties, through the perspective of tax evasion
crimes, in relation to other economic-financial crimes.

Further in this study dynamic analyses, geographical analyses and empirical analyses
were conducted. The analysis of the links between tax evasion and selected economic-financial
crimes produced the following results:
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e There is a statistically significant link between tax evasion and forgery even at the 1%
critical threshold (99% confidence level). In each of the 10 years analyzed, the two
types of economic-financial crime are positively correlated, with medium or high
intensities. A high number of tax evasion offences is accompanied by a high number of
forgeries.

e The same type of relationship, with the same very high level of significance, is also
revealed in relation to money laundering. The exception is in 2013 when there is a lack
of correlation between the two at county level.

e There is a lack of connection between evasion and corruption, the probabilities obtained
being much higher than the standard thresholds used. The exception is 2016, when a
significant, direct correlation of medium intensity is revealed.

e In the first part of the period analyzed (the first 6 years), tax evasion and tax code
offences are significantly correlated, either at the critical threshold of 1% or 5%. The
correlation is direct and of medium intensity, but the coefficients have lower values
than for counterfeiting or money laundering. It is interesting, that starting from 2016
onwards, this link disappears, with the correlation coefficients obtained having lower
and lower values over time, tending towards 0.

e As far as customs code offences are concerned, there is no specificity to the relationship
under analysis. Thus, in 2010, 2011, 2013 and 2018 the link is statistically insignificant.
In the years 2012, 2014 - 2017 and 2019 a significant, direct and medium strength
correlation is shown. A high volume of tax evasion is correlated with a high volume of
customs code offences.

e The total lack of connection appears in relation to the forest code. In none of the years
analyzed is there a significant correlation between the two volumes of economic-
financial crime.

The conclusions of this study highlights that tax evasion offences correlate positively with
counterfeiting offences as well as money laundering offences. A high number of tax evasion
offences is accompanied by a high number of forgeries and a high number of money laundering
offences. An interesting result is that we do not identify significant links between evasion and
corruption and between evasion and forest code offences.

We appreciate the fact that at the academic level, new knowledge on the extent and
evolution of the phenomenon of economic crime will be brought and at the level of the
authorities, the results obtained from the current research could be used to inhibit the
phenomenon of economic crime by applying new dynamic and effective measures.

SUMMARY CHAPTER 3: FACTORS OF ECONOMIC-FINANCIAL CRIME

In chapter three, we have attempted to discuss issues related to economic-financial
crime and explicative factors, which are widely debated in the literature, through three
proposed research objectives.

3.1. Case study. The level of fiscal pressure in European Union countries.

Research objective No 5. The level of tax pressure in EU countries, analyzed period
2005-2018

In order to measure the level of tax pressure, we took into account the following
parameters: tax pressure related to taxes, tax pressure related to social contributions and total
tax pressure (both on taxes and social contributions), and we used descriptive methods,
comparison, analysis and synthesis.

When is analyzed the tax burden in relation to taxes, it varies widely, from a low of 17.4%
(Slovakia) to a high of 46.2% (Denmark). The countries with the highest levels of tax burden
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are Denmark (46.2%) followed by Sweden (36.6%), Belgium and Finland (with approx. 30%),
Italy and France (with approx. 28%). At the other end of the scale, the countries with the lowest
tax burden are Slovakia and Lithuania (at around 17%), followed by Romania (18.1%), the
Czech Republic and Spain (around 19.2%), Latvia, Estonia, Poland and Bulgaria (around 20%).

We can see that among the countries of the European Union, Romania ranks third
among the countries with the lowest tax burden. With regard to the average evolution of the
level of the tax burden related to taxes and duties at EU level, it can be observed that the highest
average value of the tax burden exerted by taxes and duties is towards the end of the analysis
period of 26.79% in 2018. Respectively, the lowest average value of the tax burden related to
taxes and duties of 24.76% was recorded in 2009. The average level of the tax burden in the
EU 27 fluctuates until 2009, after which it increases from 2010.

Regarding the evolution of the tax burden on taxes and contributions in Romania in
the period 2005-2018, we also note very large fluctuations from one year to another, ranging
from a minimum of 16.2% in 2009 to a maximum of 19.9% in 2015. In 2018, Romania has
the lowest level of tax burden on taxes and contributions among the European Union
countries, namely 15.42%, followed by Lithuania with17.21%.

The analysis of tax burden related to social contributions

An analysis of the tax burden on social security contributions reveals very wide
variations between countries, ranging from a low of 1.2% (Denmark) to a high of 18.3%
(France). We note that the highest levels of tax burden related to social contributions are
recorded in France (18.3%), followed by Germany and Belgium (16%), Slovenia (15%), the
Czech Republic and the Netherlands (14%). At the other end of the scale, the European Union
countries with the lowest levels of tax burden on social contributions are Denmark (1.2%),
followed by Sweden (3.4%), Ireland (5.3%), Malta (6.8%), Bulgaria and Cyprus (7%), Latvia
(8.7%), followed by Romania (9.4%). Romania ranks in the top seven countries with the lowest
levels of tax burden on social contributions. Denmark, despite having one of the highest tax
burdens on taxes in the EU27, has one of the lowest tax burdens on social contributions.

As far as the average tax burden on social contributions is concerned, the European
Union (EU27) shows insignificant movements from year to year, with an average level of
around 14%. In the case of Romania, the tax burden related to social contributions is below the
EU27 value in all years of analysis, the lowest value being observed in 2015 of 8.1% and the
highest value of 11.4% in 2018.

We observe a general downward trend in the tax burden related to social contributions
until 2016, after which we see a systematic increase in the tax burden of this type from 8.1%
(2015) to 8.8% (2016), 9.4% (2017) and 11.4% (2018). This increase is mainly due to the
increase in the percentage of social contributions during this period.

Total tax burden analysis

In the following, we have highlighted the distribution of the total tax burden, averaged
over the period 2005-2018 for EU countries. We can see very large variations between
countries, ranging from a minimum of 24.9% (Estonia) to a maximum of 47.3% (Denmark).
The highest levels of total tax burden (calculated on both taxes and social contributions) are
recorded in Denmark (47.3%), followed by France and Belgium (46.3%), Austria and Finland
(42.3%), Italy (41.7%), Sweden and Germany (40%). At the other end of the scale, the EU
countries with the lowest levels of total tax burden are Estonia (24.9%), followed by Romania
(27.5%), Ireland, Bulgaria and Latvia (28-29%) and Slovakia (30%).

We note that, in terms of total tax burden, Romania is among the countries with the
lowest levels of tax burden in the European Union, ranking second with an average level of
27.5% for the period 2005-2018, after Estonia (with 24.9%).

14 |Page



Regarding the evolution of the tax burden in Romania compared to EU countries, we
can see that the average level of total tax burden in the period 2005-2018 for EU countries is
around 35-36%, with extremely small fluctuations from year to year. Romania records over the
entire period under review a total tax burden well below the EU average, ranging from about
25-28%. Over the period 2005-2018, we see quite fluctuating values of the tax burden. Thus,
for the period 2005-2009, we find rather high values of the tax burden in Romania, with a
general downward trend from approx. 28% (2005) to approx. 25% (2009), after which in the
period 2010-2015, we find a slight upward trend of the total tax burden, around the values of
27-28%. In the following period 2015-2018, we can observe a decreasing trend of the total tax
burden, around 26%, while the gap with the EU average values is increasing.

3.1.1. Outcomes:
In conclusion, the analysis carried out on the structural components of the overall tax burden,
for the same sample and the same analysis period, revealed the following features of European
tax systems:
»the average value of the tax burden related to duties and taxes fluctuates over the
analysis period between 24.76% and 26.79%;

»the average tax burden on social security contributions fluctuates over the same
period between 13.73% and 14.44%;

»the overall average tax burden of the Community group ranges from 29.11% to
41.10%.

3.2. Case study. Investigating the relationship between tax pressure and tax evasion
Another objective of the research is to investigate the relationship between tax pressure
and tax evasion based on an empirical study conducted for European Union countries.

Research objective No 6. Investigating the relationship between tax pressure and tax
evasion, 27 EU countries, analyzed period 2005-2018.

We propose to measure the tax burden using the total tax burden, determined as the
ratio of tax revenue (which includes indirect and direct tax revenue and social contributions)
to Gross Domestic Product. Information sources are Eurostat databases.

The level of tax evasion is determined as a percentage of GDP, as provided by Medina
and Shneider (2018), in studies measuring the underground economy, where the underground
economy is measured as the volume of tax evasion

3.2.1 Outcomes and Conclusions

The above estimates provide some indication of an indirect relationship between tax
pressure and tax evasion, but not statistically significant. This means that when the tax burden
increases, the level of tax evasion decreases. The result is surprising because it does not meet
our expectations. Naturally, we would expect the level of the underground economy to increase
as a result of the increased tax burden. However, similar results are obtained by other studies
such as (Calderwood & Webley, 1992); (Kawano & Slemrod, 2016), (Achim, Borlea, Gdban
& Cuceu, 2018). The results of these studies show either no negative influence of the tax burden
on the level of the underground economy, no link or a positive link. As (Schneider et al., 2010)
assess, the explanation for these results that contradict expectations could be related to the
different way of measuring the tax burden for each country.

In this respect, the authors note that tax and social security systems are very different
across countries and this could be one reason for such different results across studies.
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It is precisely for this reason that we set out to investigate the impact of changes in VAT
rates on economic-financial crime in Romania, through the perspective of the damage caused
and recovered, the significance on their value, both in the short and long term.

3.3. Case study. The influence of VAT tax pressure on economic-financial crime in
Romania.

Research objective No 7. The influece of VAT tax pressure on economic-financial crime
in Romania, between 2011 and 2019.

Researchers have considered that changes in VAT rates, as a result of tax policy, can
lead to consumption being influenced by adjustments in the prices of goods, with a direct
impact on the future tax base (Barrell & Weale, 2009). In some cases, increasing VAT rates
may encourage tax evasion by reducing at minimum the sales, which can lead to reduced VAT
collection. (Matthews & Lloyd-Williams, 2001). Measuring the effect of VAT evasion can be
done by using the indicator VAT gap, the difference between the VAT collected and the
presumed theoretical amount of VAT to be collected. (Gebauer et al., 2007).

The VAT deficit ratio is used to assess the effectiveness of VAT application
(Shuvaieva et. al, 2015). Actually, the VAT deficit provides an estimate of the loss of revenue
recorded by the tax authorities due to various forms of tax evasion and fraud, which have the
effect of reducing the development of a country's economy and other causes that have a
negative impact on the budget cash in VAT.

In Romania, the unique tax - before 1989, the cumulative tax - in the period 1989-1993
(tax on the circulation of goods) and the value added tax - after 1993, during which time there
were countless changes in the rate.

Since the introduction of value added tax in Romania (the Ist of July 1993) and up to
now, the following VAT rates have been recorded, listed in ascending order of their size: 0%,
5%, 9%, 11%,; 18%, 19%, 20%,; 22% and 24%. The VAT rate of 24%, applied in Romania
between the 1st of July 2010 and the 31st of December 2015, was among the highest standard
VAT rates in the European Union (EU), respectively after Hungary with a rate of 27%,
Denmark and Sweden with a rate of 25%, taking into account that the average standard VAT
rates in EU member states range between 18% and 21%..

The study of the influence of changes in VAT rates, over a certain period of time, longer
or shorter, on the losses established and recovered to the national budget as a result of the
commission of economic offences requires detailed analysis, as this will reveal the main areas
of activity vulnerable to fraud as a result of changes in VAT rates. More accurately, it can show
whether the change in VAT rates had a significant positive or negative influence on the damage
recorded compared to those recovered. Knowing the impact of these changes is important for
the development of a prosperous economy, and underlines the effectiveness of state intervention
in economy. It also makes it possible to identify which primary, secondary, tertiary or
quaternary sector of the economy has been affected by this change in VAT rates, in terms of
damage, and whether there has been an increase or decrease over the period analyzed.

The 17 domains of activity, selected for analysis, are relatively restrictive, compacted,
according to the type of economic-financial fraud, illicit activities and operations carried out
by criminal organizations, chosen on the basis of statistical data provided by the County
Directorate of Operational Records and Criminal Records Bucharest. The same approach was
also applied in terms of the amount of damage determined both in the caused version and in
the recovered version, in accordance with the law, at the end of the criminal prosecution as a
phase of the criminal process, carried out by the criminal investigation body.
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We would like to mention that this paper includes the damages reported, by domains,
by the County and Bucharest Police Inspectorates, Economic Crime Investigation Services,
from 2011 to 2019, and excludes damages recorded and recovered related to other police
structures or institutions with control attributions in the economic-financial field.

This analysis is focused on the impact of changes in the VAT rate on the two types of
damage.

3.3.1. Conclusions

We estimate that a change in VAT leads to an average decrease of 26.4% in the damage
caused. But, as mentioned above, the VAT changes recorded during the period under analysis
represent only decreases. Implicitly, we can conclude that a decrease in VAT leads to a
decrease in the amount of damage caused.

The same type of relationship has been achieved, in the short term, in the case of
recovered damage, but the impact of the VAT decrease is more pronounced, respectively of
32.4%.

In the further analysis, we turned to measuring and assessing the long-term

relationship between changes in VAT and the amount of damage. We conclude that a decrease
in VAT will, in the long term, have the effect of decreasing both the damage caused and the
damage recovered. Thus, the decrease in tax pressure leads to a decrease in damage, otherwise
said the intention to defraud diminishes.
As a corollary to what has been analyzed in this study, we conclude that the changes in the
VAT reduction have significantly influenced both the damage caused and the damage
recovered, leading to a diminution in the following areas: Public Administration, Customs
Fraud, Labor Protection, Health, Public Acquisition and Tourism.

e VAT cuts have led to significant increases of damage in the case of: Recyclable
materials.

e The decrease in VAT has led to significant decreases in damages caused, but not in
damage recovered, for: Agriculture and land, Alcohol, Food industry, Energy and
excisable products.

e VAT changes have not had an impact on the rate of increase of damages caused in
Construction, Financial Crime, but have led to increases of damage recovered.

e There has been an increase of damage caused in Transport, road infrastructure, but no
effect on that recovered.

e No link between VAT and any of the types of damage for: Gambling, Environmental
Protection, Forestry and Tobacco.

The main contribution of this analysis is to assess the influence of VAT variation on
the long and short term damage to the national budget as a result of economic crimes.
Therefore, it can be seen that the VAT decreases achieved during the period under
consideration had a significant impact on both types of damage, in the way that they
diminished. The impact of the decrease in the VAT rate is not only evident on short term but
also on long term. We conclude that the decrease in the fiscal pressure of VAT has led to a
decrease in economic-financial fraud intentions, estimated by the amount of damage caused
and recovered.

Secondly, our analysis provides information and clarifies, how exactly the damage in
different domains of activity has changed. The findings are important for policy makers so that
they can include measures to prevent and counter crime. At the same time, it highlights the
domains of activity where there have been significant increases in damage, at a time when the
VAT rate fell. It is thus possible to predict in which direction additional clarifications should
be adjusted to the accounting system. Our research has some shortcomings. One of these is the
small sample size, due to the lack of reliable data on damage caused and recovered held by
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other tax control authorities. In this case, only the amount of damage recorded at the time of
the end of the criminal prosecution, as a phase of the criminal process, carried out by the
criminal investigation body, by domain of activity, was taken into consideration.

SUMMARY CHAPTER 4: COUNTERING ECONOMIC-FINANCIAL CRIME

The literature provides little empirical evidence on the impact of discouragement
measures of financial crime on reducing the volume of economic-financial crime. Therefore,
in this chapter we aimed to identify as much as possible the effectiveness of measures to prevent
and counter economic-financial crime in Romania, the relationship between the volume of
economic-financial crime and the effectiveness of measures to prevent and counter economic
and financial crime in Romania, and the opinion of the Romanian market players on the
problem of economic-financial crime, through three case studies.

4.1. Case Study. The Analysis of the efficiency of measures to prevent and counter
economic-financial crime in Romania.

Research objective No 8. The effectiveness of the measures to prevent and fight
economic- financial crime at the level of the counties of Romania, as well as on the
main economic fields.

The efficiency of measures to counter economic-financial crime is measured by using
an indicator we call the Degree of Damage Recovery, which is calculated as the ratio between
the damage recovered and the damage caused (*100).

The 17 domains of activity, selected for analysis, are relatively restrictive, compacted
according to the type of economic and financial fraud, illicit activities and operations carried
out by criminal organizations, chosen on the basis of statistical data provided by the County
Directorate of Operational Records and Criminal Records Bucharest. The 17 domains are:
public administration and budgetary institutions, education, culture, sport, etc.; health, public
acquisitions; labor protection; customs fraud; tourism; financial crime, offences in the field of
credit institutions, financial leasing, insurance and reinsurance; agriculture and land; food
industry; gambling; construction; recyclable materials; environmental protection; forestry;
alcohol; tobacco; energy products, excise fraud; transport, road infrastructure. The same
approach was also taken in terms of the amount of damages determined both in the caused and
recovered version, under the law, at the time of the end of the criminal prosecution as a phase
of the criminal process, carried out by the criminal investigation body. Therefore, we focused
our attention on the 17 domains of activity belonging to the main sectors of the economy
vulnerable to fraud and we determined the damage caused by economic-financial crime, a
percentage of the damage recorded versus to damage recovered for each vulnerable domain.

4.1.1. Outcomes and Discusions

The domains with the highest efficiency in terms of the ratio of damage recovered
versus damage caused over the period 2011-2019 are: tobacco (68.73%); health (54.54%); and
forestry (41.75%). It can be deduced that in these domains the relevant assets have been
identified for the taking of distraint measures by the judicial body as early as possible in the
prosecution phase, which is a guarantee that they will not be sold or destroyed, that the State
or the damaged institutions will be able to recover the damage caused in the event of a final
decision of conviction and that the convicted persons will be deprived of the illegally acquired
assets.

At the other end of the scale are customs fraud (only 8.91%), recyclables (13.48%) and
gambling (15.4%). A degree of recovery of the damage caused between 20%-30% is recorded
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in the domains of agriculture (20.17%); transport (20.98%); Environment protection (23.16%);
Public administration and budgetary institutions, education, culture and sport with a percentage
of (24.58%); Alcohol (26.86%); Energy and excise products (26.95%); and construction
(29.34%). Furthermore, between the values of 30%-40%, are included activities carried out in
the field of "financial crime" namely, credit institutions, financial leasing, insurance and
reinsurance (31.82%); labor protection (36.01%); tourism (36.47%); and food industry
(37.21%).

4.2. Case study. The relationship between the volume of economic-financial crime and the
efficacy of measures to prevent and counter economic-financial crime in Romania.

Research objective No. 9 The relationship between the volume of economic-financial
crime and the efficacy of measures to prevent and counter economic-financial crime in
Romania

Another way of analyzing the efficiency of measures to prevent and counter economic-
financial crime in Romania is determined with the help of an empirical study, in which we set
out to study the existence of a relationship between the volume of economic-financial crime
and the efficiency of measures to prevent and counter economic-financial crime in Romania.

The extent of economic-financial crime is measured by the crime rate. It is calculated
as the ratio of the volume of crime (i.e. the number of crimes per fraction of the population
(usually 100,000 inhabitants) in a given period, to the population.

The efficiency of measures to counter economic-financial crime is measured by the
ratio of the damage recovered and the damage caused (noted as Damage).

4.2.1. Conclusions

Following this study, we summarize that there is a statistically significant relationship
between the crime rate and the percentage of recovered damage in the short and medium term.

An increase with1% in the crime rate leads to a 55.8 percentage point increase in the
percentage of recovered damage. But in the long run this becomes insignificant.

We believe that there should be closer cooperation and connection between the criminal
investigation body and economic specialists. It is our opinion that in financial investigations in
complex cases, it would be advisable to involve, in addition to the criminal investigation
bodies, forensic accounting experts to identify all assets and valuation experts to quantify the
market value of assets subject to distraint measures in criminal cases.

As is well known, illegally acquired wealth is often not in the possession of the
perpetrators. It would therefore be useful, in order to prevent the alienation of potentially
illegally acquired assets, to extend the financial analysis to relatives and close associates of the
person concerned, which would lead to an increase in the recovery of the damage. Or this takes
time, the seizure measure must be taken very quickly.

Another aspect to improve the recovery rate could be the appointment by the court of a
forensic accountant in case of enforcement measures on the assets of entities that have caused
damage. It could keep a balance between the interest of the state and ensuring the recovery of
any damage. At the same time, it could ensure the proper functioning of the company during
the criminal proceedings and protect the interests of the company.

The main contribution of this research is to analyze the relationship between the crime
rate and the share of damage caused in damage recovered, on long and short term. Secondly,
our study specifies the need for the criminal investigation body to cooperate with economic
specialists who must be involved in the financial analysis and assessment of the damage to the
state budget. The conclusions are important as they can predict the efficiency of the criminal
investigation body in terms of the efficiency of the recovery of the damage and the valuation
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of the assets subject to penal seizure as well as the identification of the movable or immovable
assets that may be subject to penal seizure.

At the same time, we recommend maintaining a balance between the interest of the
State and the right to guarantee the recovery of any damage, which could be achieved by
appointing forensic accountants in the event of penal seizure of assets belonging to corporate
entities. Our research has some limits. One of these is the small sample size, due to the lack of
reliable data on damages caused and recovered. In this case, only the amount of damages
recorded at the time of the end of the criminal prosecution, as a phase of the criminal process,
carried out by the criminal investigation body, the Economic Crime Investigation Structures of
the Romanian Police, were taken into consideration, with the exclusion of damages recorded
and recovered by other police structures or institutions with control authority in the economic-
financial field.

4.3 Case study-opinion survey. The opinion of Romanian market players on the issue of
economic-financial crime.

Obiectivul de cercetare nr. 10. The opinion of Romanian market players on the issue of
economic-financial crime.

Actors in economic life (economic entities, government, political parties) have different
interests in the issue of economic-financial crime, that can often be in conflict. Tax reduction
for economic entities in the effort to attract or stimulate investments can undermine the state's
revenue-generating capacity and force governments either to raise taxes again to reduce public
debt caused by tax cuts or to cut spending (Romer & Romer, 2007).

Granting attractive tax breaks to businesses may also appear to be politically
preferential treatment for organized businesses and difficult to justify from an electoral point
of view. If tax cuts for business are interpreted as tax cuts for the rich at the expense of social
security for the middle class, governments may face a game at the ballot box.

Alternatively, if governments choose instead to maintain very high taxes in areas of
business interest, governments risk losing the confidence of economic entities and lose
important revenues collected to the budget that will reduce the financial capacity to provide
social security and public services.

An initial sample of 128 respondents was targeted to carry out this study. A
questionnaire consisting of 9 questions and 68 items was applied to them. Of the original
sample, 100 respondents sent the completed questionnaire, forming the final sample. Of these,
41 are lawyers, both in the state judicial system, in public institutions, public prosecutor's
offices and in the private sector, and 59 are specialists from the economic field and accounting
experts.

4.3.1. Conclusions

As expected, respondents in the legal field ranked the case for a laborious and
unpredictable legislative framework more highly than those in the economic field, who ranked
it lower. Regarding the cause of political meddling in economics and the related impact,
economists rated it better while jurists weaker. It is also accepted that there are significant
differences of opinion between economists and jurists and on bureaucracy.

The common opinion, listed by respondents as the most important consequence, is the
significant decrease in state budget revenues with negative effects on the financing of
education, health, etc.
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Regarding the opinion of actors about the consequences of economic-financial crime,
we noticed that there is a significant difference of opinion about the consequences of the
slowdown of the country's economic development.

When it comes to measures to eradicate the phenomenon of economic crime, it appears
to be most divergent opinions. Jurists argue that it can be reduced, in particular, by developing
a new legislative framework to hold criminals accountable, ranking it as the most important
measure. For economists, the most important measure would be a radical reform of Romanian
education at all levels. There are also significant differences in terms of tax cuts and the training
of future managers. However, as a common measure, seen at the level of rankings the most
important is the limitation of politicians' interference in economic strategy and less important
through transparency in the material, fair and equitable stimulation of those who achieve
notable results in the activity.

Another significant relevant difference between the opinions of economists and jurists
is how economic crime is viewed in Romania versus worldwide.

SUMMARY CHAPTER 5: GENERAL CONCLUSIONS FROM THE THESIS
STUDIES, OWN CONTRIBUTIONS AND RESEARCH LIMITS

5.1. General Conclusions

The paper "Economic-financial crime in Romania within the European context" offers
a theoretical and practical approach of this phenomenon. From the very beginning, we have
tried to emphasize the extent and complexity of this phenomenon, as well as the difficulty of
quantifying it. We have also had in mind, and focused on, detailing the harmful damage done
to the state, and also on the efficiency of measures to counter this phenomenon.

Therefore, this paper started with a series of stimulating questions that guided our

scientific approach, and finally, we outlined our answers and contributions in the research of
this phenomenon:

v" What is the level of economic crime in EU countries?

Viewed through the perspective of the money laundering vector, we estimate that
developed countries such as Luxembourg, the UK and other Western European countries have
the highest levels. The causes could be sought among the high rate of financial market
sophistication, economic growth reflected as GDP/capital, but also cultural influences. If we
refer to the corruption component, we note that the highest levels are in South-Eastern
European countries such as Bulgaria followed by Romania and Greece and the lowest level in
the European Union is in the Nordic countries: Denmark; Finland; Sweden; the Netherlands.
In addition, the level of the underground economy is high in countries such as Cyprus; Bulgaria
and Romania and at the other end of the spectrum are Austria; Luxembourg and the
Netherlands. We can see that the average level of the underground economy in the European
Union is 17.3%, which means that almost one fifth of the GDP of the European Union countries
is unrecorded, lost in the underground economy.

v" What is the level of economic crime in Romania?

Seen through a global approach, we see trends in the reduction of corruption over the
period analyzed, but with variations, the lowest value being recorded in 2016 and the
highest value during 2005. As a percentage of Romania's GDP, the underground economy
is at its lowest level between 2014 and 2017, with the highest values recorded in the first
years of analysis 2005-2006. As in the case of corruption, the economy follows a downward
trend in general, but with a visible increase in 2009. Concerning money laundering the
trend is volatile, as in the first years of analysis we see decreasing values from year to year
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reaching the minimum in 2016. After this year the risk values are increasing, with a
maximum during 2020.

v' The damage caused and the economic-financial crime show phenomena of contagion
and diffusion between counties?

According to this study, we estimated that the amount of damage recorded at the
county level is not influenced by neighborhood and interactions with neighbors. Moreover, the
mostly downward trend over the last 10 years could be based on a convergence process leading
to an equilibrium. The same cannot be said in terms of economic-financial crime in total crime
at county level. We appreciate that there is a process of contagion and diffusion, which
indicates that the mechanisms of crime or actions taken are learned in small social groups,
through the transmission of patterns or through the method of conceptual maps, procedures or
preconceptions. Moreover, a significant decrease has been observed over time for the whole
country. Thus, the counties are beginning to show similar behavior, i.e. increasingly similar
proportions of economic-financial offences in overall offences, which implies that, in this case
too, we can also talk about a process of convergence, a process that can be related to the
participants, all tending towards a common goal, namely to gain an advantage by evading tax
obligations due to the state budget.

We estimate that the level of economic-financial crime in Romania reached its highest
level in the central-northern area and the area around the capital during 2010.

Meanwhile, a shift of economic-financial crime in Romania towards the northern part
of Moldova and the eastern part of Transylvania can be observed, with the highest level in
2013. At the end of the analyzed period 2019, the highest level was found towards the western
border of the country. The cause of this change is likely to be linked to technological
developments given the increased activity and increasingly elaborate cross-border fraud
schemes in these areas. As a contribution in this direction, we believe that the prevention and
countering of economic-financial crime could be oriented towards preventing the phenomenon
of contagion and diffusion of economic crime.

v"In Romania, are tax evasion offences linked to other types of economic-financial
crime?

From the point of view of the dynamic analysis, we notice that there are variations
over time for each type of crime, possibly due to factors such as economic, social, political,
cultural, plus other secondary or accidental factors (e.g. criminal policy factors, some
exaggerated incriminations or hasty decriminalisation, amnesties, pardons), and the evolution
of crime shows a downward trend. Among the causes, we believe that the high values at the
beginning of the period may be due to the economic crisis in Romania in 2009-2012. The
economic crisis means unemployment, inflation, rising prices and deprivation for many people.
All this brings with it an increase in crime, including economic crime.

At the same time, we established that tax evasion offences are positively correlated
with forgery offences as well as money laundering offences. A high number of tax evasion
offences is accompanied by a high number of counterfeiting offences and a high number of
money laundering offences. An interesting result is that we do not identify significant links
between tax evasion and corruption, as well as between tax evasion and forestry code offences.

Also in terms of contributions, we consider that, from a theoretical point of view, it
will bring new knowledge on the dimension, evolution and interactions that characterize the
phenomenon of economic crime.

From a practical point of view, authorities could use the results of the current research
to inhibit economic crime by applying new, more dynamic and effective measures.
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v" What is the level of tax burden in Romania compared to EU countries?

The highest levels of total tax burden, (calculated on both taxes and social
contributions) are recorded in; Denmark; France; Belgium; Austria; Finland; Italy; Sweden;
Germany. At the other end of the scale, the European Union countries with the lowest levels of
total tax burden are: Estonia; Romania; Ireland; Bulgaria; Latvia and Slovakia.

According to the study, in terms of total tax burden, Romania is among the countries
with the lowest levels of tax burden in the European Union, second after Estonia for the period
2005-2018 (with 24.9). In Romania, the total tax burden is well below the EU average for the
entire period under review, with values ranging from approximately 25-28%. Throughout the
period 2005-2018 we see quite fluctuating values of the tax burden. Thus, for the period 2005-
2009 we find quite high values of the tax burden in Romania, with a general trend of decrease
from about 28% (2005) to about 25% (2009), after which in the period 2010-2015 we find a
slight trend of increase of the total tax burden around the values of 27-28%. In the following
period, 2015-2018, we can observe a decreasing trend of the total tax burden, around 26%,
while the gap with the EU average values is increasing.

v" How public tax pressure and tax evasion are correlated in the European Union?

The results gave us indications of an indirect relationship between tax pressure and
tax evasion, but not statistically significant. This means that when the tax burden increases, the
level of tax evasion decreases. Usually, we would expect the level of the underground economy
to increase as a result of an increase in the tax burden. However, similar results are obtained
by other studies such as: (Calderwood & Webley, 1992); (Kawano & Slemrod, 2016); (Achim,
Borlea, Gaban & Cuceu, 2018). The results of these studies show either a negative influence
of the tax burden on the level of the underground economy, a link or a positive link. As
(Schneider et al., 2010) assess, the explanation for these results that contradict expectations
could be related to the different way of measuring the tax burden for each country.

The reason for such different results from one study to another may also be due to the
fact that tax and social security systems are very different within the countries analyzed.

v" How and in which areas does fiscal pressure (through the level of VAT) relate to the
damage caused and recovered in Romania?

Based on the study, we estimated that, in the short term, a change in VAT leads to an
average decrease of 26.4% in the damage caused. It should also be noted that the VAT changes
recorded over the whole period analyzed represent only decreases. Implicitly, we can conclude
that the decrease in VAT leads to a decrease in the amount of damage caused.

The same type of relationship was obtained, in the short term, in the case of recovered
damage, but the impact of the VAT decrease is more pronounced, i.e. 32.4%.

Thus, it can be observed that the VAT decreases during the period under review had
a significant impact on the two types of damage, in the sense of reducing them. The impact of
the decrease in the VAT rate is not only evident in the short term but also in the long term.

As a personal contribution, we consider that the decrease in the fiscal pressure of
VAT has led to a decrease in economic-financial fraud intents, estimated by the amount of
damage caused and recovered.

v How effective is the fight against economic crime and in which domains of economic
activity in Romania?
The efficiency of measures to counter economic-financial crime is measured by an
index we call the degree of damage recovery, calculated as the ratio between the damage
recovered and the damage caused (*100).
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During the period under review, there is a fluctuation in the efficiency of the recovery
of damage, with the highest efficiency in 2012 (34.77%) followed by the lowest efficiency in
2013 (21.76%).

Regarding the domains of activity where the highest efficiency is recorded in terms
of the ratio between the damage recovered and the damage caused, for the period 2011-2019,
are: Tobacco (68.73%), Health (54.54%) and Forestry (41.75%). We can assume that, in these
domains, the relevant assets have been identified for the adoption of seizure measures by the
judicial body as early as possible in the criminal prosecution phase, which represents a
guarantee that they will not be alienated or destroyed, that the State or the institutions will be
able to recover the damage caused in the event of a final decision of conviction and that the
convicted persons will be deprived of the illegally acquired assets.

At the other end of the scale are Customs Fraud (only 8.91%), Recyclables (13.48%)
and Gambling (15.4%).

A degree of recovery of the damage caused between 20%-30% is recorded in the
activities of agriculture (20.17%), transport (20.98%), environmental protection (23.16%),
public administration and budgetary institutions, education, culture and sport (24.58%), alcohol
(26.86%), energy and excise products (26.95%) and construction (29.34%).

Also included in the 30%-40% range are activities carried out in the area of "financial
crime”, i.e. credit institutions, financial leasing, insurance and reinsurance 31.82%, labor
protection 36.01%, tourism 36.47% and food industry 37.21%.

v’ Isthere a correlation between the efficiency of measures to counter economic-financial
offences and economic-financial crime in Romania?

Based on this study, we summarize that there is a statistically significant relationship
between the crime rate and the percentage recovered from the short- and medium-term damage.
We can also state that there is a link in this case, in that an increase in the crime rate by 1%
leads to an increase in the proportion of damage recovered by 55.8 percentage points. However,
in the long term this becomes insignificant.

v Are there conflicting opinions between specialists of legal and economic fields, over
the causes, consequences and measures to reduce economic crime?

Respondents from the legal field ranked the case for a laborious and unpredictable
legislative framework more highly than those from the economic field, who ranked it lower.
With regard to the cause of political interference in the economy and the related impact,
economists ranked it higher while jurists ranked it lower. It is also accepted that there are
significant differences of opinion between economists and jurists and on bureaucracy.

Regarding the opinion of the actors about the consequences of economic-financial
crime, we consider that there is a significant difference of opinion about the consequences of
the slowdown of the country's economic development. As regards encouraging the emigration
of labor, especially of young people, respondents from the legal field ranked the consequence
more highly than those from the economic field, who ranked it lower, with significant
differences of opinion.

When it comes to the possibility of eradicating the phenomenon of economic crime,
most divergent opinions appear in this direction. Economic-financial crime can be diminished
in particular by developing a new legislative framework to hold criminals accountable,
according to the opinion of almost half of the jurists. They ranked this measure first, as opposed
to only 17.5% of economists. For economists, the most important measure would be the radical
reform of Romanian education at all levels (over 28% of them). Significant differences of
opinion also emerged on reducing taxation and on the demanding and responsible training of
future managers.
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In assessing the opinions, both jurists (46%) and economists (almost 40%), consider
that economic crime is more common in less developed countries, ranking first in importance.
According to the respondents' opinion on the importance of the active, determining role in
limiting and eradicating the phenomenon of economic crime in Romania and possible measures
to reduce it, it can be seen that, for respondents from the legal field, two structures ranked first,
on a par, being the most important: the educational process of the entire population of the
country and fiscal authorities.

The importance of developing a new legislative framework to hold criminals
accountable is directly and medium correlated with DNA, DIICOT and Police Inspectorates.
There is also a direct but weak link between this measure and the Prosecutor's Office or the
Courts. The opposite link, of weak or medium intensity, is found with Population, Managers
and the educational process of the whole population. The result shows that the level of
importance of this measure is directly correlated with inspection bodies with judicial power
and inversely correlated with population and other non-judicial aspects taken into account. A
high importance of a good legislative framework is attached to a low, insignificant role of the
population, managers and the educational process in the fight against economic crime.

In the last part, the respondents' opinion on economic crime in Romania versus the
world level, the efforts made to reduce it in the country versus what happens worldwide, and
the results obtained by the Romanian authorities in the fight against this phenomenon were
evaluated. The majority of respondents ranked Romania in terms of the level of economic crime
in the middle of the international ranking.

5.2. Inputs resulted from the scientific research
The features of originality that we believe the current thesis brings relate to:

1. Quantifying the current level of economic crime in EU countries

2. Assessing the current level of economic crime in Romania...

3. Addressing economic-financial crime and interjurisdictional contagion and diffusion
phenomena.

4. Another contribution is to identify the links between tax evasion offences and other
types of economic-financial crime.

5. To score the level of fiscal pressure in Romania compared to the European Union
countries.

6. Analysis of the relationship between public tax burden and tax evasion at EU level.

7. Addressing, by activity domain, the relationship between tax-pressure (VAT) vs.
damage caused and recovered, in Romania.

8. Assessment of the effectiveness of the fight against economic crime at national level,
by main areas of economic activity.

9. Quantification of measures to counter economic crime in relation to economic-financial
crime in Romania

10. Opinion survey on the perception of legal and economic specialists regarding the
causes, consequences and measures to curb economic crime.

5.3. Limits and perspectives of the scientific research
A. Limits

The limits of our research can be analyzed both at the level of doctrinal and empirical
research. It is impossible to review the entire scientific literature, even more so in our case,
which focused on the complexity of the whole phenomenon of economic-financial crime. We
have tried to theoretically outline the level of this phenomenon at a global level, to perceive the
architecture of economic-financial crime, by limiting ourselves to the essence of its most
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relevant components, i.e. to the interactions that form within this phenomenon. From the point
of view of empirical research, the data and information available at national level were limited
in time and space, they were relatively restricted, compacted, depending on the type of
economic-financial fraud, illicit activities, highlighted on the basis of statistical data, provided
by the County Directorate of Operational Records and Criminal Records Bucharest. The same
typology has also been addressed in terms of the amount of damages determined both in the
caused version and in the recovered version, according to the law, at the end of the criminal
prosecution as a phase of the criminal process, carried out by the criminal investigation body.
We would like to mention that this scientific work includes the economic and financial crimes
and the damages recorded by areas, by the County and Bucharest Police Inspectorates,
Economic Crime Investigation Services, excluding the damages established and recovered
related to other police structures or institutions with control attributions in the economic-
financial field. Another limit of this study is that other links, such as corruption, which is
another significant component of the phenomenon investigated in relation to other economic
and financial crimes, have not been analyzed, all of which will constitute a concern and careful
research for the future period.

B. Perspectives

As far as the prospects for future research are concerned, we point out that they are to
a large extent directly related to the limits of the present scientific approach. At the level of
theoretical research, some aspects of the literature on the instruments and mechanisms of fraud
that interact in this phenomenon could also be addressed. In terms of future empirical research,
an extension could also be considered in terms of collecting more data on the amount of damage
caused and recovered, declared by other institutions with control attributions, in the economic-
financial field and areas of analysis. Consequently, based on the results of the research, which
are extensively reflected in the conclusions section, we consider that the damage to the
consolidated state budget can no longer be countered by conventional means alone. It is
necessary to create and consolidate a single information system, in which to implement
accurate values of the damage caused and recovered to the state budget, to be supplied with
reliable data by institutions with control attributions in the economic-financial field. By
implementing this unique information system, the national indicator of the degree of damage
in the main areas of the economy would be permanently known. According to the studies
carried out, it is interesting that we have not identified significant links between evasion and
corruption, as well as between evasion and forestry code offences, so it would be appropriate
to analyze the links through the perspective of corruption offences in relation to other
economic-financial offences.
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