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Foreword
The International Conference on Business Excellence continues to be one of the most important
international gatherings of academics, business professionals and PhD students in Romania and Central Europe.
The goal of the conference is to create a networking opportunity for both practitioners and researchers, young
and senior professionals with cross-disciplinary interests.
The 9th edition held for the first time in Bucharest, Romania between 9th – 10th October 2014 brought
under discussion issues from the Romanian and international business environment.
Actual subjects such as energy business, development of social market economy, knowledge management
and business strategies, marketing and consumer behavior, international business and organizational strategy
have been thoroughly debated within the parallel sessions of the conference.
Academics, as well as practitioners, found a forum for confronting theory with practice and drawing
valuable solutions for the real market problems.
Established researchers and PhD students have participated in the animated formal and informal
gatherings, which turned the conference into a scientific and social success.
The Conference Proceedings include papers from 80 authors who present the newest research in their
fields of academic interests.
Organizing ICBE 2014 was a team effort. We first thank the authors for their practice-anchored papers.
We are grateful to the program committee and session chairs. We thank our host and our partners Konrad
Adenauer Foundation and the Society for Business Excellence for their organizational and logistical support.

Editors
Mihaela-Cornelia Dan
Bucharest University of Economic Studies, Romania
Adrian Dumitru Tanțău
Bucharest University of Economic Studies, Romania
Gabriel Brătucu
Transilvania University of Brașov, Romania
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THE LATEST DEVELOPMENTS
IN THE ROMANIAN ENERGY SECTOR:
IMPACT ASSESSMENT AND COMPANIES’ REACTION
Roxana CLODNIŢCHI
Bucharest University of Economic Studies, Romania
clodnitchi@yahoo.com
Abstract. The latest developments in the energy sector determined a lot of concerns on the consumers’ side reflected
in various public statements of consumer- and business associations as well as of some top employers in Romania.
The government tried to cope with the recent developments and to act according to the nation’s best interest.
Nevertheless, the results of the series of legislative changes over the past five years were displeasing. These rather
conducted to a reluctance of investors in all economic fields – due to an uncertain legislative environment – then to
the satisfaction of the energy consumers, now forced to pay a higher price for electricity. But what kind and how high
is the impact of the developments really? Are these developments going to have an influence on entrepreneurial
actions towards the renewable energy field? This paper presents the results of empiric research. Over 100 companies
participated in a nationwide query regarding the impact of the energy sector’s developments on their business and
their reaction to these developments.
Keywords: renewable energy, impact assessment, triggers, corporate entrepreneurship, changes in the energy sector.
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1. Introduction
In order to fulfil the commitments emerging from Romania’s adherence to the European Union, the Romanian
energy sector experienced several changes in the past years. Numerous previously state owned companies are
now in private hand, the power and gas markets underwent a long liberalisation process (not yet completed),
several fossil energy production capacities were closed due to poor environmental standards and a new market
for renewable energies arose, following the implementation of an attractive support scheme for the electricity
production from renewable sources (Clodniţchi, 2013).
Since 2004, the share of renewable energy in final energy consumption continuously grew in the EU27 (as an
entity) and in Romania, as well. In 2011, the energy from renewable sources contributed 13.0% of gross final
energy consumption in the EU27, compared with 7.9% in 2004. In Romania, the renewable sources accounted
2011 for 21.4% of total energy consumption, with the share increasing during 2004-2011 from 17.0% to 21.4%,
with approximately 37.6% (Nichifor et al., 2013). According to the Romanian National Regulatory Authority for
the Energy Sector (ANRE), Romania already reached its goal of 24% (set for 2020), at the end of the year 2013.
Although until two years ago, all these changes were rather presented and perceived in a positive light, since
2013 this changed. Media channels insisted now rather on job losses and key investors leaving due to higher
energy costs and supply dysfunctions then on the importance of a clean environment and a sustainable
development.
This study was inspired by a similar study conducted by the local chambers of commerce in Germany
(DeutscherIndustrie- und Handelskammertag e. V., 2013). The German study aims to determine the business
environment’s overall perception of the development of the energy sector, taking into account that Germany is
currently implementing the so called “Energiewende” (Bundesministeriumfür Wirtschaft und Energie 2011), a
180 degree reorientation of the energy supply and transport from a centralised system based on nuclear and fossil
energy sources to a decentralised system, based on renewable sources and smart grids.
The first hypothesis to prove is that the general perception of Romanian companies regarding the recent
developments in the energy sector is negative, as presented in the common media channels. (H1)
Furthermore, the current study aims not only to determine the overall market situation and perception regarding
the above mentioned developments, but also to identify in what degree these changes as well as other
characteristics of the interviewed companies, trigger corporate entrepreneurial activity in the renewable energy
field.
According to Sadler (2000), Quinn (1985) and Jennings (1994) smaller firms are better supporters of corporate
entrepreneurship. Due to the high initial investment costs and the difficult legislative process in the renewable
energy field, I expect a higher occurrence of corporate entrepreneurial activity in the renewable field within big
companies. (H2)
Another hypothesis, contesting Kuratko’s view that external negative events tend to be more motivating for
corporate entrepreneurship initiatives than positive external events or opportunities Kuratko (2007), is that a
positive perception of the energy sector’s development will rather trigger acts of corporate entrepreneurship in
the renewable field. (H3)
Analysing the greatest investors in the Romanian renewables field (Transelectrica, 2014) shows that it is more
likely for a company already engaged in the fossil energy sector to enter the renewable energy market.(H4)
2. Empirical study
The scope of my research was to assess the impact of the latest developments in the energy sector on the
business field, emphasising their influence on corporate entrepreneurship actions in the renewable energy field.
For doing so, I have conducted interviews with 104 companies active in Romania. The interviewing process took
place over the time span of three months, in 2013 and 2014.
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The study intended to analyse the effects of the developments in the energy sector on the most affected market
players, intention reflected in the choice of participants. As depicted in the figure above, two thirds of the
participants to this study are big companies, almost one third with over 1.000 employees.
Figure 1. Responders distributed on the basis of company size

Over 40% of the questioned companies belong to the industrial sector. Together with the companies from the
construction and the energy sector these make up for more than two thirds of the participants to the study.
60 of the interviewed companies belong to the top 300 greatest energy consumers in Romania, with yearly
consumption rates exceeding 1.000 toe. The next figure presents a split up of the companies according to the
share of energy costs in their turnover. For a quarter of the responders energy costs make up for more than 14%
of their turnover.
Figure 2. Responders divided on the basis of energy consumption

When asked if they encountered supply problems almost half of the questioned companies answered negatively.
Though, 6 companies reported gas surges, 27 power surges shorter than 3 minutes and 36 power surges longer
than 3 minutes. 40 companies reported financial losses of which 15 had financial losses between 10.000 € and
100.000 € and 4 losses higher than 100.000 €.
As presented in figure 3, 39 of the questioned companies developed or are about to develop new business fields
in the energy sector, 22 exclusively in the renewable sector, 8 both, in the renewable and conventional sector and
9 in the fossil sector. 7 companies already invested in renewable energy capacities, 6 report ongoing measures in
this field and 17 are planning to invest. 7 of the questioned companies already invested in the conventional
energy field, 5 have ongoing measures and 5 plan future investments.
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Figure 3. Consequent actions

From all the questioned companies only 7 didn’t, don’t and do not intend to take any action consequent to the
latest developments in the energy sector.
Figure 4. Other consequent actions

All other companies reacted to the change either by investing in technology, developing new business fields or
by altering their traditional energy supply strategy.
Apart from measures directly connected the companies’ energy supply, these companies reported several other
measures, as presented in the following figure.
The companies were represented by their energy managers or by members of the top management, who
answered a set of 20 questions with multiple choices.
3. Findings and conclusions
As the following figure shows, half of the participants to this study perceive the recent changes in the energy
field as negative while one quarter describe them as positive. Hereby the first hypothesis of this research is
proven.
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Figure 5. Impact assessment

This finding gives birth to some controversies. J. Siegel identified the improvement of the company’s image as
one of the 3 main drivers for entering the green business sector (Siegel et. al, 2008). Even though the
polarization of ecological themes is relatively low in Romania, fact that probably doesn’t encourage companies
directly to “act green”, when asked on the effects of in house generation, 12 out of 13 companies reported a high
or very high impact of their action on the company’s positive image. If the overall perception regarding the latest
market development - including the development of renewable capacities - is negative, we could conclude that
only singular entrepreneurial initiatives in the renewable field are perceived as positive while their totality are
seen as negative.
The impact of the company’s size on corporate entrepreneurship characteristics has been studied by researchers
such as Nielsen (Nielsen et. al, 1985), who stated that corporate entrepreneurship occurs both in small and large
organizations. Sadler (Sadler, 2000), Quinn (Quinn, 1985) and Jennings (Jennings, 1994) found that smaller
firms are better supporters of corporate entrepreneurship. Our study shows a higher occurrence of corporate
entrepreneurial activity in the renewable field within big companies. 77% of the participants with diversification
intentions into the renewable field are big companies. In the case of companies who already have invested into
this field or are currently investing, 85% are big companies. Hereby the second hypothesis of the current
research is also proven.
Kuratko emphasized that external triggers may be more stimulating for corporate entrepreneurship actions than
internal triggers and that external negative events tend to be more motivating for corporate entrepreneurship
initiatives than positive external events or opportunities (Kuratko, 2007). Thus, a factor like a rival’s new
innovative product on the market or a negative change in the economy are more likely to stimulate the creativity
of company employees and managers than a positive external factor.
This could be also linked to the psychological dimension of the individual, which will strive to adapt and evolve
in harsh environmental contexts comparing to stable situations, which stimulate prosperity, but also passiveness
and fewer entrepreneurial actions.
Looking at the companies declaring to have plans regarding investments in the renewable field, Kuratko’s
finding was proven and my third hypothesis is rejected. 9 out of 17 companies planning to invest in renewable
energy capacities perceive the current changes in the energy sector as negative and very negative while only 2
companies see the external events as positive. Looking at the companies who have ongoing investments or have
already invested in the renewable field, the hypothesis could stand, though the subject needs further research. Six
out of 13 companies perceive the developments as positive while 5 describe them as negative.
Having experience in the fossil field didn’t turn out to be determinant for intrapreneurial actions in the renewable
energy field. Only 4 out of 17 companies planning to invest in the renewable field in the future, were active in
the fossil energy production and another one was a service provider in the energy field. All others are industrial
or construction companies. 3 of the 6 companies reporting ongoing measures in the renewable field also report
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ongoing measures in the fossil energy field. One of them was prior to this activity a service provider in the
energy field. None of these companies were prior active in the fossil energy production. Again the other
respondents were active in the industrial and construction field. Looking at the companies who already invested
in the renewable field, two out of 7 were active in the fossil energy production. The 4th hypothesis remains
hereby unproven.
Contribution: The paper presents empirical research results, describing the present business environment, its
actions and reactions to contemporary developments in the energy sector.
Limitation: Due to the fact that over half of the questioned companies belong to the greatest energy consumers in
Romania, the sample lacks relevance for the wider business community, to whom the developments under
question are likely less important.
Outlook: The current study opens several opportunities for further research.
For instance 38% of the companies who already diversified into the renewable sector also report CSR activity,
determined by the changes in the energy sector. Looking at the ones who plan to invest in renewable capacities,
24% already implemented CSR programs and 23% plan to do so. The companies who didn’t diversify in the
renewable field and also don’t plan to do so, are less social responsible. Only 18% reported taking CSR
measures and 13% plan to take some in future. The causality relation between investing in the renewable field
and CRS remains to be further analysed.
Drivers for entering the green business sector are according to J. Siegel achieving competitive advantage,
improving the company’s image, or reaction to government regulation (Siegel et. al, 2008). While achieving
competitive advantage is a common goal, present in each’s company strategy and while the question of image
improvement was already under discussion, the question of regulation remains open.
The participants to the current study were asked to choose policy measures which they think would make the
energy supply secure, affordable and environmentally friendly on the short term. Following table presents the
findings of this question.
Table 1. Desired policy measures to make the energy supply secure, affordable and environmentally friendly
Measure
Consequence of the policy measures
Reduce taxes on electricity prices
Strengthen competition in the electricity and gas market
Better coordination of policies
Promote upgrade of existing power plants with energy-efficient equipment
Promote development of renewable energies
Support network expansion
Expand counselling and support for efficiency measures
Approval of PPAs (power purchasing agreements)
Promote construction of new and more efficient conventional power plants
Improve conditions for new technologies ( e.g. expand energy research , capture CO2)
Tighten standards for energy efficiency
Accelerate planning and approval process
Increase acceptance for the changes in the energy sector
Privatization of existing power plants
Expansion of nuclear power by building a new nuclear power plant
Development of new fossil energy sources (e.g. shale gas)
Check subsidy budgets and special rules

Quotations
69
60
60
58
55
54
53
44
41
36
36
31
30
21
20
19
13
12

It is interesting to observe, that, although the general image perception of the energy sector’s development is
negative, apart from the desired reduction of taxes, companies generally ask for conservative measures, limiting
government intervention in the energy sector. Only 12 companies ask for the revision of subsidies and special
rules in the sector while, more than half of the participants to the study consider that renewable energy should be
promoted further on. Most of all, the participants quoted the need for consequence of policy measures.
These findings constitute good starting points for further research regarding encouraging policy measures for
entrepreneurial activity in the renewable field.
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RISK MITIGATION MODELS IN RENEWABLE ENERGIES –
SOLAR VS. WIND
Maria Alexandra NICHIFOR
Bucharest University of Economic Studies, Romania
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Horaţiu REGNEALĂ
Bucharest University of Economic Studies, Romania
regnealahoratiu@gmail.com
Eliza Laura PAICU (CORAŞ)
Bucharest University of Economic Studies, Romania
eliza.paicu@yahoo.com
Abstract. The solar energy and the wind energy business provide clear solutions to the challenges raised by the
climate change and to the limitation of conventional sources of energy, given the unrestricted availability of sun and
wind power. However, the extent and impact of the threats hampering these renewable energy businesses, as well as
applicable models of risk mitigation, remain relatively unexplored. Based on the experience and knowledge of experts
in the solar and wind energy field in Romania, gathered through questionnaires through Delphi method, our
exploratory research highlights that both solar energy projects as well as wind projects share some common major
risks: regulatory risk, financial constraints, political risk, technological threats, natural hazards or intermittency of
primary resource. More frequent and/or detailed communication with media, consumers and environmental groups
and improving environmental audits resulted as main factors driving both industries to risk mitigation.
Relying on intense efforts to expand industry expertise and product development, the risk mitigation efforts revolve
around, counting on proven methods to reduce operational risks, insurance, developing a strong in-house risk
management function, collaboration among firms, maintenance.
Furthermore, we present theoretical models of risk mitigation obtained through semi-structured interviews with the
experts in both industries. The results of our study can guide a solar energy or wind energy company to competitive
advantage, by applying novel risk management techniques, specific to these businesses.
By undertaking this study we aim to contribute to the scarce literature written on the background of Romanian
business companies acting in the solar and wind energy industry and to increase awareness on the risk mitigation
factors.
Keywords: solar energy, wind energy, risk mitigation, energy efficiency, industry collaboration.
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1. Introduction and main purpose of the research
Around a decade ago, renewable energy emerged as a recognized investment class distinct from the broader
power and technology sectors. Since then, the vast majority of investment into the sector has been deployed in
wind and solar, encompassing project assets, technology and the manufacturing/ supply chain. According to data
compiled by Clean Energy Pipeline, more than 73% of all renewables investment since 2009 has flowed to wind
and solar (Thomas, 2013). Nonetheless, wind and solar energy projects depend heavily on diverse
meteorological features of solar radiation and wind speed.
The role of the sun and the wind as energy resources is foreseen to become even more crucial for renewable
electricity generation. Wind and sun together are assumed to account for 49% of renewable electricity gross
production in 2020 for a total of 588 TWh (487 TWh from wind and 101 TWh from solar). 82% of solar
electricity in 2020 in the EU is aimed to be generated with photovoltaic (PV) systems, while the remaining 18%
will be derived from concentrated solar power plants. In the case of wind, 73% of the electricity will be
generated with onshore wind turbines while 27% will be derived from off shore wind exploitation (Monforti et
al., 2014).
The governments can boost wind and solar energy development by providing sound and coherent legislation,
aswell as consistent financial support for the renewable energy projects. However, throughout this paper, we will
show how legislative burdens and difficult access to finance can hamper this innovative industry.
The argument in this study focuses on the challenge of identifying the main risks affecting both wind and solar
energy projects and secondly on risk mitigation measures that guide the solar and wind companies’ decision
making, using our empirical research conducted on the Romanian background of this industry.
2. Theoretical framing
The Swiss Reinsurance Company Ltd study (2013) reflects that as the renewable energy sector will continue to
grow, so will its demand for risk management services (Swiss RE, 2013). Swiss RE (2013) summarizes the main
risks facing the renewable energy sector: construction risk (loss or damage, start-up delays), operation risks
(loss, damage and failure, business interruption), market risks (weather, curtailment, power price, counterparty),
policy risks.
Wiser et al. (1997) identified that perceived resource and technology risks and high support policy risk as the
main hurdles that renewable energy project developers face in obtaining financing (Luthi and Prassler, 2011).
According to an extensive survey conducted by The Economist Intelligence Unit (2011) on how risks are
managed in the renewable energy business, financial risk resulted to be the most significant risk associated with
renewable energy projects, highlighted by 76% of respondents. Other significant risks include political and
regulatory risk (flagged by 62%), and weather-related volume risk (mentioned by 66% of respondents involved
in wind power) (The Economist Intelligence Unit, 2011).
Since the scope of our research is also to analyze distinctly the wind energy risks and solar energy risks, the
following subsections point out the variety of studies focused on the specific industry profile.
2.1. Wind energy risks
Among the various renewable energy sources, wind energy is one of the most prominent: in 2009, it accounted
for 64% in the EU and 90% in the US of all new renewable generating capacity and for 39% of all new US and
EU electric generation capacity (Luthi and Prassler, 2011).
Luthi and Prassler (2011) have overviewed a substantial body of literature and identified a broad variety of
barriers and risks associated with wind energy: They include administrative hurdles such as lengthy, illstructured authorization and permitting procedures; nontransparent and costly procedures for grid connection;
strict environmental regulations; support policy instability with sudden policy changes and stop-and-go
situations and lack of social acceptance.
Based on the expert interviews, Luthi and Prassler (2011) chose six attributes that reflect the current market
conditions in the wind energy industry, and which could highly influence the risk profile of such company: (1)
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administrative process duration, (2) legal security, (3) grid access, (4) credit financing, (5) investment cash
grants, (6) total remuneration. Hence, most factors revolve around the regulations issued by the policy-makers
and financing aspects, two of the most proeminent attributes that trigger high risks, as the development of our
research will later prove. Luthi and Prassler (2011) found that wind energy project developers value risk
mitigation highly. Legal security, short administrative process duration, and favorable grid access regulations are
sources of risk very important to developers.
2.2. Solar energy risks
During the last few years solar PV witnessed a commercial vigour due to its tremendously decreasing prices.
However, these technologies are vulnerable to dust and temperature which can significantly degrade their
efficiency (Manii and Pillai, 2010). The performance of PV is dictated by the geographic and climate conditions
which determine their exposure to dust and temperature (Charabi, and Gastli, 2013).
Tantau, Coras and Regneala (2013) performed an extensive literature review on solar energy risks and found that
solar energy projects are impeded by these main risks: technological risks, access to finance risk, operational risk
(internal risks) and political risk, regulatory risk and weather related risks (external risks). All the risks identified
were mapped down in twelve categories of risk drivers, with both internal as external origin: workforce,
organizational culture, operations, strategy, technology, constructions, finance, environment, weather,
legislation, policies, market. Ranked highest among the dangers we enquired upon, the risk of solar power
systems generating less electricity over time than expected and the risk of insufficient access to capital are the
concerns mentioned most often by the key experts interviewed. (Coraset al., 2013).
2.3. Wind and solar energy in Romania
Although Romania has a high potential of renewable energy sources, in 2010, the RES share in final energy
consumption was 23.4%. Anyway, Romania ranked the second place in the European Union concerning the
share of energy from renewable sources in gross final consumption between 2006 and2010 (Eurostat, 2013).
The utilization of wind energy has a long tradition in Romania Ernst&Young (2012) ranked in February 2013
the Romanian wind energy market on 10th position in the world. At the end of 2012 the installed wind capacity
was 1905 MW (European Wind Energy Association, 2013), the most of capacities being installed after 2010
(Colesca and Ciocoiu, 2013).
In terms of solar energy, photovoltaics (PV), which convert sunlight direct into electricity, is the single
technology used in Romania. Romania has great solar potential and since 2011, when the new RES law entered
into force, providing six green certificates for each MWh produced from solar energy, the field has become an
attraction both for Romanian and foreign investors (Colesca and Ciocoiu, 2013). However, the number of solar
projects is insignificant, the amounts allocated until 2012 being around 70 million Euro, compared to the 3
billion Euro attracted by wind projects (Autoritatea Nationala de Reglementare in domeniul Energiei, 2013).
3. Research methodology
In order to determine the relevant drivers for risk mitigation in sold and wind energy field, we have (a) screened
existing literature that cover wind and solar energy development and barriers in this industries and (b) conducted
a qualitative study with experts in the field. This study relies on a qualitative research approach.
The wind and solar energy project developers included in this study are 25 experts who work for highly
specialized relatively small firms whose main business focus is the development of renewable energy projects.
The Delphi process consisted in analyzing the experts’ answer to key questions formulated through a
questionnaire. The research was conducted between in May - June, 2014.
This paper also proposes there hypotheses, based on the literatures on risk management in renewable energy
landscape, whose validity was analyzed during the Delphi process.
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H1: Political and regulatory risk are perceived as the most significant constraints in Romanian RE sector, in
terms of impact, for both wind and solar energy actors
H2: Access to capital is the most frequent barriers to solar and wind energy developments
H3: Company investors and security consultants are the most frequent risk mitigation actors used by Romanian
RE companies, having impact both on regulation constraints and also on financial risk.
4. Findings
The first part of our research focused on the evaluation of the potential risks related to their fields of activity,
while in the second phase of interviews we inquired the measures of risk mitigation that the participating
companies considered as effective in the current renewable energy context in Romania.
The highest risk emphasized by our respondents was the political or regulatory risk, which refers to the changes
of the legal regulations in the renewable energy field and the lack of stability in the political field. The experts
affirmed that this type of risk can lead to the lack of feasibility for long term planning in the case of renewable
energy investors.
Figure 1. Classification of risks associated with the solar energy field

Of the 29 respondents, 73% of the solar energy experts and 93% of the wind energy specialists stated that the
political and regulatory risk has a high impact on their activity field, as shown in Figure 1 and Figure 2.
Figure 2. Classification of risks associated with the wind energy field
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The lowest risks associated with both sectors was the strategic risk, such as technological obsolesce, described
by 80% of the solar energy experts and by 85 % of the wind energy experts. Other low impact risks for both
fields were the operational risk and building and testing risks, each gaining an equal share of 67% in case of the
solar energy field, while 85% of the wind energy experts classified the people related risk as a low risk and 71%
of the respondents in the field mentioned the operational risk.
The financial risk was described by the majority of experts (67% of the wind energy experts and 53% of the
solar energy experts) as an average risk and was considered a normal risk for the business, especially in the
starting phase, when access to capital is limited due to the legal regulations instability and lack of certainty
regarding the success of companies.
The second part of the research focused on the measures to mitigate the most frequently emphasized risks related
to our respondents sectors of activity. Thus, the first measures mentioned were addressed towards the mitigation
of the political or regulatory risk, classified as the highest risk in both fields at the current period in Romania. In
the photovoltaic field the first method of risk mitigation chosen by the experts was to communicate more
frequent and/or detailed communication with media, consumers and environmental groups, as described in
Figure 3. Implementing strict environmental standards and seeking redress from governments for the impact of
adverse policy decisions were other options of risk barriers mentioned by the experts.
Figure 3. Measures to mitigate environmental and political/regulatory risks in the photovoltaic energy field

The majority of the wind energy (43%) experts have improved their environmental audits as a measure for the
reduction of this type of risk, while implementing strict environmental standards was the second alternative used
by 29% of the respondents, as shown in Figure 4.
All respondents stated that the described alternatives for risk mitigation are measures to protect their company
from potential threats from the legal environment and from public opinion, however they do not guarantee a
certain risk reduction.
Figure 4. Measures to mitigate environmental and political/regulatory risks in wind energy
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The experts also referred to the measured for the reduction of financial and market risks: 53% of the solar energy
respondents and 43% of the wind energy experts use the hedging against the fall in the price of power. In the
photovoltaic field hedging against weather conditions and the resulting fall in the electricity volume and
improving corporate governance practices and policies to ensure continued access to financing are also relevant
methods of risk mitigation. In the wind energy field, more alternatives were describes for the mitigation of this
type of risk: improving corporate governance practices and policies in order to ensure continued access to
financing (21%), improving legal and regulatory compliances for continued access to financing (21%),
diversifying the investments (8%), adjusting the company’s capital structure to ensure capital access (7%).
The weather risk was classified as a normal risk for both fields and was not mentioned as an aggravating
condition for the business profitability. The methods of mitigiation of this type of risk were usually: professional
weather forecast and insurance for machinery breakdown and interruption of operation in the case of most
responding participants, which produced renewable energy. The wind turbine suppliers use contractual clauses
for protection against the risk of turbines deterioration, especially in the case of adverse weather conditions
during transport and installation of turbines. Thus, wind turbine suppliers use cost provisions and contractual
clauses for risks, that are non related to their business or in certain cases of wind turbine deterioration.
Among the strategies that were used by the companies to reduce the related risks in the field, the most frequently
used were: the company’s supervisory board and senior management (60%) and the insurers (47%) in the case of
photovoltaic energy, while the wind energy experts mentioned they involved lawyers and litigation experts
(72%) and insurers (50%) for protection against the risks.
5. Conclusions
The present research has shown the importance of the political and legal environment on the business context of
wind and solar energy, which is shown by the experts high risk classification.
While there were some similarities between the risk classification of the wind and solar energy sectors, such as
the perception of political, market and financial risks as the most significant high risks, the differences of risk
mitigation behavior were also obvious through the different approaches of diminishing these types of threats. All
respondents stated that these measures have only secured their companies against standard functional and legal
regulations and in some cases against the risks associated with the market. The risk of legal changes regarding
the renewable energy supporting scheme still remains a risk with a high probability and impact on the renewable
energy business, which cannot be diminished or controlled by any method of risk safety. The cuts in the
supporting schemes for wind and solar energy that started from the 1st of July 2013 in Romania have brought a
climate of uncertainty and unpredictability, which has led to the fear of wind and solar energy investors to plan
new projects for the future. Thus, Romania is currently facing a new challenge of reestablishing the balance on
the renewable energy market through the improvement of the current regulations in order to remain an attractive
business objective for foreign and national renewable energy investors.
On the basis of inputs of 25 experts in solar and wind energy field in Romania, this paper has empirically
explored the risk agenda companies encounter in the business of solar and wind energy specifically addressing
some key issues which need increased awareness in order to boost the risk mitigation potential of the industry.
Within the research, our work highlights that two of our hypothesis were validated, respectively political and
regulatory risk as having the greatest impact on solar and wind energy projects, while access to financing is the
most frequent risk encountered in these industries. Our third hypothesis proved to be wrong, as insurance came
up as the most frequent risk mitigation tool that experts in field mentioned, investors or company consultants
being less popular in the Romanian background.
We intend our study to make the path for future researches in the risk management area of solar and wind
energy, which needs to raise higher awareness.
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Abstract. When trying to assess the contribution of the different systems for the management of the road traffic and
the enhancements of the transportation efficiency these systems bring along with the evaluation from the ecoefficiency perspective, a walk-through the two most used methods of improving the road traffic with direct impact in
fuel savings and consequently to the road network efficiency, is required.
This paper point out the results of two methods, applied separately, looking to prove the impact of fuel and CO2
savings. The first method – considered as a static model, analyses the road traffic as a function of streets geometry
changes and compares the results before and after a series of specific changes. The second, considered as a dynamic
model, analyses a system of intelligent road traffic management, validated through the results of an already
implemented system – Bucharest Traffic Management System or BTMS, in Bucharest, Romania, by also comparing
data before and after the system was implemented, namely traffic data from 2009 and 2014.
For the urban areas - this paper being focused on the urban only road traffic, the analysis demonstrates the
superiority of the second method– the dynamic model, showing better results with up to 55% vs. the static model.
When looking from the eco-efficiency perspective, the combination of the two models brings however improved
results in fuel savings and pollution reduction, to the direct interest of the government authorities responsible for the
road traffic improvements.
Keywords: eco-efficiency, intelligent road traffic management, CO2 savings.
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Introduction
The expansion of the cities in developed and emergent countries around the world, as a result of accelerated
growth of population willing to live in cities, has created a continues pressure on the ways the transportation is
carried-out, whether is about people or goods transportation. The automobile has become the main transportation
tool for passengers while the road networks are dominating by far the “market” of transportation types. As a
result of this development, the weight of the energy used in road transportation is by far bigger when compared
with other transportation types – aerial, by train or by water. Today’s forecasts are showing that the road
transportation will continue to grow for both passengers and goods, growth that not is expected to lead directly
to an increase in energy consumption (fuel in this case) given the performance evolution in terms of fuel
consumption of the new internal combustion engines, non-conventional fuels or electrical engines.
The technological developments in the construction of engines for vehicles and especially for
injection diesel engines are already promising fuel reductions of up to 20%, developments that lead directly to a
cost-efficiency improvement. The performance of hybrid engines based on Li-Ion batteries is increasing
continuously every year and the introduction of vehicles equipped with such engine is definitely contributing to
the road-transportation efficiency. On the long-run, many other technologies, some under mass-production stage
already, will also impact the transport efficiency, such as:
 Start/Stop and Cruise Control technologies applied on injection diesel engines, along with new fuels such as
hydrogen
 Higher use of low-weight materials (aluminum, composite materials, etc.) for vehicle construction, use
translated in a lower consumption/tone payload parameters
 Down-sizing the engine cylinders volume (Danny Harvey, 2010), combined with improved engine torque,
can generate fuel savings starting with 60% vs. classical engines
 Aerodynamic improvements on the vehicle shapes - e.g. “truck head + trailer” combination trough a reduced
friction coefficient can generate up to 15% fuel savings (University of Delft, 2008)
 Transport capacity improvements by using extra-long trucks - e.g. EuroCombis trucks, with lengths up to 25
m, promise 15% CO2 savings (Transport Engineer Magazine, 2008)
 Continuous education of truck drivers – adopting an ”educated” driving style that asks for higher attention to
the speed variations, breaking or clutching behavior, use of on-board computers for displaying fuel
consumption in real time can bring 10% fuel savings on long-distance travels (International Energy Agency,
April 2013). On top of this, navigation applications based on GPS on-board equipment along with real-time
traffic data (traffic volume, average speed, congestion level, etc.) are bringing 5-10% saving in delivery
times, saving ultimately fuel consumption
 V2V (Vehicle-to-Vehicle) or V2I (Vehicle-to-Infrastructure) platforms will contribute to the enhancements of
the vehicle use behavior as a function of road conditions, weather data, traffic restrictions and prioritizations,
inter-modal optimizations, leading ultimately again to fuel savings
All these technologies will have however a noticeable impact on the transport efficiency increases only on the
long-run. The penetration of these technologies into the transportation market will take a while before having
them introduced as mass production. Renewing the vehicles fleet will also take some time, given the cost impact.
Meanwhile, the ITS technologies (Intelligent Transportation Systems) with immediate applicability into road
traffic enhancements started to mature. Implementation of such systems does not depend on vehicle type, its age
or how well is equipped technologically speaking. Before having all above technologies and innovations adopted
in a large proportion, ITS technologies represent today a fast solution to improve the road traffic and
consequently the efficiency of people and goods transportation.
An empiric analysis of an ITS system is included in this paper by taking into account the relevant system
installed in the city of Bucharest in 2009 – BTMS, along with the analysis of other road traffic management
models and European relevant directives in the field of transportation.
Considering that all above solutions are capital-intensive and their implementation oblige local or central
government bodies’ involvement through the legal framework and financing requirements, when analyzing the
ITS technologies, the eco-efficiency (EE) dimension cannot be avoided. Implementation of such complex
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systems, with visible results on long term, brings the sustainability as one of the key-decision parameter
beforehand.
EE concept, firstly introduced by Schaltegger and Sturm in 1989, is a sustainability analysis tool that indicates
an empiric ratio between the costs of the environment impact given by implementation of different technologies,
development strategies, specific policies, etc. and the economic value. In other words, how much the balance
between economy and environment varies when reaching a certain quality of life level (Huppes and Ishikawa,
2005).
As long as the relation between the economy and environment is not yet obvious, on micro and macro levels, a
clarification of the concept is definitely required when the concept is used as an analysis tool for sustainability
assessment, before having it transformed into a practical method of decision support.
The main reason therefore of having EE introduced is the satisfaction of the growing transportation need, as
above described, upon population growth, with a reasonable impact on the quality of the environment. Generally
speaking, the today’s treaties can by grouped in two “sectors” (Huppes, 2008): one sector that keeps a micro
level for sustainability analysis, at a very technical level but an analysis that generates practical, real decisions
(Figure 1 - left sector) and another sector that stays at macro level, with a long-term image, applied to a large set
of sustainability dimensions, a sector with results in the qualitative area, with low decision support (Figure 1 –
right sector).
Figure 1. EE analysis, parameters disparately grouped

Encompassing
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mechanims

Short‐term
horizon

Macro systems
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efficiency
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mechanism

Micro‐systems
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Obviously, the model paradigm asks for the two sectors unification, into a single “radiant circle”, connecting the
micro and the macro levels, covering short and long term horizons, for micro and broad mechanisms. The
“radial” analysis, taking all parameters into account, avoids the eternal separation between the economic
decisions vs. the environment decisions, a schism that leads to non-sustainable developments.
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With the two models (micro-analysis and macro-analysis) being developed, a lot of studies were conducted in
the last decade, but every time the contributors started from the micro level, targeting actually the macro effects
of the model. For example, reduction in UK of CO2 emission with 60% up to 2050, compared with 1990 as a part
of a macro-program that simulates socio-economic conditions (Agnolucci et al., 2006) included different
integration mechanisms for the emissions generated by all transportation means – by water, by air and by land
(road transportation and train) and an scenario-based analysis.
ITS models
The ITS Systems, although they have passed the sun-rise period, are still missing recognized definitions (Bob
Williams, 2008). US Department of Transport describe ITS systems as an application of IT&C technologies on
the land transportation meant to increase the mobility and safety while reducing the impact on the environment.
ISO TC204 comes with another definition – IT&C, command and control systems applied to urban and rural
land transportation, including inter and multi-modal aspects, passenger information, management of road traffic,
public and commercial transportation and emergency services, are called generic “ITS”.
ITS is genuinely mad out of four categories of elements: (i) transport infrastructure – in this paper the road
network, (ii) ITS technologies, (iii) road traffic management systems, (iv) human resources that provides the
installed systems management
The transport infrastructure, the first ITS element, is the base of traffic analysis and modeling when aiming to
improve road traffic. With measuring parameters well defined and accepted by the relevant treaties and
transformed into standards, different ITS solutions can be compared.
The first and most used model, is built on the road traffic analysis as a function of streets(1) geometry – number
of lanes, dedicated lanes for buses, bicycles or turning lanes, one-way streets, traffic volumes, etc. with direct
results in the fuel consumption and its translations in CO2 – carbon dioxide and NOx – Oxides of nitrogen, levels.
Such a model, called in this paper “static” will be presented later on, with results determined by the impact of the
above described changes on a group of streets. Other static models start with the analysis of pre-defined
scenarios applicable as a function of the traffic volume of a given junction or group of junctions. As a result, the
“red vs. green time” of the traffic light will vary during the peak and off-peak hours, during the night, in case of
emergency, in case of traffic stress events (e.g. sports events), etc.
The second model, called here “dynamic”, is based on a system that collects real-time traffic data through a
series of advanced sensors and uses mathematical algorithms to model the traffic flow of the measured network,
aiming to improve it. Among the results we have again the “red vs. green time”, but this time based on the traffic
data collected from the field and not from pre-defined scenarios. The results generated by the system (a software
to more precise), along with other relevant information are sent to the elements that are controlling the traffic and
also to the traffic participants – drivers and pedestrians, with the system performing at the maximum efficiency
(Kapariaset al., 2012; Zhenlin WEI, Peng ZHAO, Shulin AI, 2012; Vincent Marchau, Warren Walker, Ron van
Duin, 2008). The same “exit parameters”, CO2 and NOx are in the end measured so that the system efficiency is
determined.
Eco-efficiency and parameters in measuring road traffic
EE(2) is promoted at European level by EEEI – European Eco-Efficiency Initiative, an initiative of European
Partners for Environment and WBCSD – World Business Council for Sustainable Development. The EE
definition given by EEEI “(…) delivery of goods and services at competitive prices (…), by progressively
reducing the ecological impact”, leads, as also considered in this paper, as a transport demand.
The transport is a major energy consumption actor, particularly for oil, and as European Environment Agency
was expressing since 2003, is “a significant source of pollutant emissions” (European Environment Agency 12,
2003, p. 75).
Following the strategies for pollution reduction, the Energy Efficiency Directive 2012/27/EU asks as keypriority in the national strategy for energy, the enhancement of the energy efficiency with direct impact in
pollution reduction. In this context, Romania (that will transpose the Directive 2012/27/EU into national
legislation) has set(3) a target of reduction with 19% of pollution for 2020, or approximately 10.000 ktoe(4). The
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2008-2011statistics shows a light evolution(5) of energy consumption for transport, between 5400 ktoe in 2008
and 5313 ktoe in 2011. The contribution of energy consumption in transport has varied between 21.5% in 2008
and 23.3% in 2011, explainable rather through the economic crisis effects. As the 2020 target has to be
accompanied by real measures of increasing the transport efficiency (the left sector of Figure 1), this papers
looks to determine the impact of the static and dynamic ITS models in the fuel consumption. Therefore, the fuel
consumption (measured in liters), CO2 and NOx emissions (measured in kg) are the parameters kept for the
evaluation in this paper.
To determine the above parameters when using the static model, the following steps were followed:
(i) 34 junctions (the network) of a Bucharest quarter were isolated and traffic data were collected – most
important being the number of vehicles passing a junction (volume/h, all directions): between 1.318 and 10.606
vehicles, (ii) all collected data were introduced in dedicated software for traffic simulation, Synchro(6), along
with the geometry of each junction and connecting streets and results were collected, (iii) junctions geometry
was applied by following specific road traffic methodology, “red vs. green” times were modified, iteratively,
results were collected, and (iv) the results of step 2 and 3 were compared.
Network Parametrs
Junction

Measuring Unit Initial value New value  
number

34

34

0.0%

Delays

hours

14,094

12,810 -9.1%

Stops

number

94,892

92,739 -2.3%

liters

Used Fuel

48,991

45,387 -7.4%

CO2 emissions

kg

911

844 -7.4%

Nox emissions

kg

176

163 -7.4%

The results show that the fuel and implicitly CO2 and NOx drop with 7.4% along with fuel consumption, drop
explainable by the 9.1% reduction in the delays (waiting time) in studied junctions along with the reduction in
number of stops with 2.3%. When extrapolating at the city level, where major effects are expected - “the
strategic combination of CO2 reduction and maximizing the profit (author note - in transportation) sis expected to
bring synergetic effects, (…) the strategy being effective for large cities” (Kenji Doi, Masanobu Kii, 2012), by
applying a simplistic translation (assuming all cars are diesel-engine equipped), we get a 1.33 ktoe/year saving
for the 34 junctions or 575.3 ktoe for the 433 junctions of the city of Bucharest, representing 6% from the target
Romania has set for 2020.
ITS in Bucharest: BTMS
Bucharest Traffic Management System – BTMS, has been implemented as an adaptive traffic management
system. When introduced, the system had 96 junctions (the network), 1100 sensors and 300 public transportation
vehicles. The system architecture was requiring:
Sensors for traffic counting at lane level, when entering and existing the junction. Inductive loops installed in the
asphalt were chosen.
Automatic Traffic Controllers capable of coordinating the traffic lights of one or more junctions, upon the
sensors data and a central software inputs, plus public transportation prioritization
A central software for data analyzing (from sensors) aiming to adapt the red-green timing in real time, in order
to increase the traffic volume and average speed of the vehicles passing the network
For this paper, data of 2009 (before implementation) and 2014 of BTMS were collected for a section of the
network where no geometry changes has occurred, a street of 1.57 km in length, with 6(7) junctions, down-town
Bucharest. The results, for the very same day in the week in February 2009 and in February 2014, with same
weather conditions, show (i) average speed has increased with 19%, (ii) the travel time has decreased with 31%
and (iii) same traffic pattern for peak and off-peak hours indicating a relevant data sample and results.
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To compare the static (results in previous chapter) model with BTMS, a dynamic model, the same parameters
(fuel, CO2 and NOx) were determined by using first an US based algorithm for fuel consumption:

F  TF  k1 D  k 2 NS  k 3
where(8):
F = fuel used for the traveled distance
TD = traveled distance for the vehicles for which fuel consumption is used
D = total delay per vehicle × number of vehicle in the network (in 1 hour)
NS = number of stops
S = average speed of the vehicles traveling in the network
k1= 0.075283-0.0015892 × S + 0.000015066 × S2
k2 = 0.7329
k3 = 0.0000061411 × S2
The 2009 and 2014 data shows superior performance vs. the afore-described static model. The parameters we
were tracking – fuel drops 10.9% along with CO2 and NOx while delays drop 11.5%.
Figure 2. The average speed variation in 0-24 interval in 2009 and 2014
Network Parametrs

Measuring
Unit

2009

2014
6.00

0.00%

‐11.50%
‐3.10%
‐8.08%
19.13%

number

6.00

Delays

hours

2490.00

2203.65

Stops

number

15606.00

15122.21

km

49498.89

45499.29

km/h

38.38

45.73

k1

0.0365

0.0341

k2

0.7329

0.7329

k3

0.0090

0.0128

liters

3771.88

3361.49

CO2 emissions

kg

417.39

371.98

Nox emissions

kg

81.21

72.37

Junction

Traveled distance
Speed

Used Fuel

 

‐10.9%
‐10.9%
‐10.9%

Conclusions
This paper aimed to study a few methods of increasing transport efficiency based on two ITS models – a static
model and a dynamic model, efficiency measured in the end through the achieved fuel savings and consequently
pollution reduction, bringing also real data from an ITS system implemented in Bucharest, Romania – BTMS.
In both cases, the fuel savings are important. The static model brings a saving of 7.4% in fuel and pollution
emissions (CO2 and NOx), while the dynamic model comes in with 11.5% saving, more than double vs. the static.
The combination of the two systems – streets geometry changes and traffic light red/green timing plus
introduction of a dynamic, adaptive traffic management system as BTMS is, can bring combined savings of up
to 20%, savings that the modern urban architects along with traffic engineers get more and more(9) (Singapore(10)
did succeed at the end of the nineties to reduce through ITS solutions the travel time with 7%, saving 2 million
liters of fuel per year or 2 ktoe/year). These savings do translate in carbon emission reduction targets on medium
and long run, contributing to future development and implementation of governmental policies on environment
protection.
From the EE perspective, the paper started to look at micro level, studying a group of junctions, with two ITS
models – a static model and a dynamic model, and analyze the second on a longer time-frame of five years. The
results were analyzed in a “radiant” type of methodology by considering the results both partially (at group of
junctions level) and via extrapolation at city level broadly, the results showing that the ITS solutions sustainable
technologies.
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Notes
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

(9)
(10)

For relevant results, a number of grouped streets is usually modelled, going up to a city well defined sector or even a
whole city.
ProQuest Report Information, accessed 30 June, http://search.proquest.com/docview/194748071?accountid=15533
Report
concerning
ENERGY
EFFICIENCY
drawn
up
pursuant
to
Directive
2012/27/EU,
http://ec.europa.eu/energy/efficiency/eed/reporting_en.htm
Toe, tone of oil equivalent (toe), energy released by burning 1 tone of crude oil, approx. 42 GJ. Usually used as ktoe
(1,000 toe) or Mtoe (1 mil toe). 1 tone of oil = 1.05 toe. 1 tone of diesel = 1.01 toe.
Report from the Annex XIV, Part 1 of 2012/27/EU Directive. Data from National Institute of Statistics of Romania.
„Synchro” is a software developed by the German company Traffic Ware to model the urban road traffic upon the data
coming from road traffic volumes, public transportation traffic and pedestrian traffic
An area where the geometry did not suffered during the studied periods
The values from the relevant US TRANSYT-7F algorithm were expressed in miles, miles/hour, and gallons/mile. In this
paper the values were translated in km, km/h, l/km. TRANSYT-7F can be found at http://mctrans.ce.ufl.edu/featured/
TRANSYT-7F/.
Technologies and Approaches to Reducing the Fuel Consumption of Medium- and Heavy-Duty Vehicles, Report Board
of Energy and Environmental Systems from 2010, shows 15% reductions only for medium and large vehicles
Moving People, Goods and Information in the 21st Century, Richard Hanley, 2013.
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ENERGY FOR SUSTAINABLE DEVELOPMENT IN ROMANIA
AN INVESTIGATION BASED ON RELATED POLICY MAKING
FRAMEWORKS (PSR, DSR, DPSIR, DPSEA AND DPSEEA)
Dan MORARU
Bucharest University of Economic Studies, Romania
dan.moraru33@gmail.com
Abstract. The concept of Sustainable Development (SD) has been introduced in 1972 by the United Nations
Organization in order to support ecology and environmentalism. Only after several years, in 1987, World
Commission on Environment and Development (WCED) introduced SD into public policy through a report called
“Our Common Future”. (Gabbasa et al., 2013)
Policy structures are intelligent and systematic forms that display a programme in which indicators are recognized
and organized depending on every objective. According to the Organization of Economic Cooperation and
Development (OECD), indicators are considered to be the principles that notify about the system’s state and
facilitate the relations between its constituents (Meyar-Naimi and Vaez-Zadeh, 2012).
Keywords: Analytical Hierarchy Process (AHP), Driving Force–Pressure–State–Effect–Action (DPSEA), Driving ForcePressure-State-Exposure-Effect-Action (DPSEEA), Driving Force–Pressure–State–Impact–Response (DPSIR), Driving
Force–State–Response (DSR), Pressure–State–Response (PSR), Sustainable Development (SD).
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1. Sustainable development
As regards sustainable development we may distinguish between absolute sustainability of electricity supply, in
a narrower context, no consumption of world resources and no continuous gathering of residues and relative
sustainability, a convenient notion when comparing the sustainability of two or more different generation
technologies. According to Omer (2008), renewable energy is the only one genuinely sustainable and nuclear
energy is more sustainable that the fossil one.
The main purpose of government policies is to assure that the energy sector approaches sustainable development.
The quantity, production, conversion, transportation, distribution and exploitation of energy are influenced by
many policy domains. These governmental domains and areas work together to make sure that the practices
related to energy encourage and correspond to a sustainable development (Bugaje, 2004; Oyedepo, 2014).
What is more important is that energy is an essential part of the economical, social and technological
development and it has a significant contribution to sustainable development in developing countries. The results
of the provision with an adequate amount of clean energy are the increase of life standards, the improvement in
terms of quality and quantity of human capital, the development of government policies efficiency and the
improvement of business and natural environment (Kaygusuz, 2012).
The results noticed in the last few years are the insertion of three important factors that may change the dynamic
of the energy field: on the one hand, it appeared a delay of the threat of fossil fuels consumption. On the other
hand, people become aware of the strong influence of economics on energy use and corresponding emissions
that emerge from the current global economic crisis. Last but not least, people recognized the negative and
uncontrollable effects nuclear power may have, as shown in the latest disastrous tragedy in Japan. All these
factors have or should have considerable effects for sustainable development (Lior, 2012).
Energy sustainability criterion
Guided by the ambition of supporting sustainable development, some international organizations such as UN,
World Health Organization (WHO) and the Organization of Economic Cooperation Development (OECD)
contributed to various frameworks. OECD was the first organization that in 1970 opened the way, developing
and applying the Pressure–State–Response (PSR) framework through which it encouraged taking into account
environmental beliefs in energy policy making by evaluating the consequences of energy area on the
environment and its temporal trends. (Ghezloun, Oucher, Chergui, 2012)
WHO was the second organization that took action through the development of a Driving–Force–Pressure–
State–Effect–Action (DPSEA) framework through which it supported the achievement of a connection between
environment and health features. This framework has been expanded, finally being realized a new framework,
Driving–Force–Pressure–State–Exposure–Effect–Action (DPSEEA). Both DPSEA and DPSEEA have been the
starting points used by WHO, UN, OECD and others in creating sets of environment and health Indicators
(Meyar-Naimi and Vaez-Zadeh, 2012).
Policy making frameworks. Evolution and utilization of frameworks for the case of Romania
Sustainable development is the trigger of a number of policy making frameworks initiated chiefly by
international organizations. In addition, SD worries especially about specific regions and areas rather than the
whole society and all regions of the world. In order to deal with these deficiencies, the standard definition of SD
has been expanded in accordance with a wide ideology of balancing key factors of human (H), nature (N) and
systems (S) performances over generations. Taking into consideration this extended definition, an advanced
Driving Force–State–Response (DSR-HNS) policy making framework has been established.
a) The principal adjustment is the influencing of the state block by human, nature and systems constituents to
create universal and consistent policies.
b) Another usage of DSR-HNS policy making framework consists of monitoring the existing policies and
designing new better ones, based on a positive, nonlinear, feedback controlled policy making practice.
c) The DSR-HNS policy making framework has to resonate in harmony with the EU policy, so that Member
States contribute to creation and implementation of new common rules as simple and as effective for all
participants in the future single energy market.
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The main objective of the literature on economic efficiency of SED investments is the assessment of economic
efficiency as regards the resources consumed when supplying renewable energy, in simple financial terms or
against social costs or impacts. In the following table, the cost-effectiveness of SED programmes in Romania is
compared to the standard costs across the European countries, such as to examine whether in Romania the
energy funds are used in a more convenient approach than in the other member states of the EU. This table
focuses upon the comparison between the most generic investment in renewable services in Romania and the
same indicator within European Union and International Energy Agency (IEA), which is considered to be one of
the most significant organizations within energy industry worldwide. (Martinez-Val, 2013)
Table 1. Specific investment in renewable energy facilities in Romania and EU

Source: Ţăpurică, O.C. and Tache, F., 2013.An empirical analysis of the projects aiming sustainable energy development
(SED) in Romania, Renewable and Sustainable Energy Reviews, available at: www.elsevier.com/locate/rser, pp. 5-11.

It is brought to our attention that the specific investment in Romania overreaches the reference levels, namely
wind facilities and refurbished small hydropower plants. As regards wind facilities, the specific investment in
Romania is 5.73 lower than EU average (1.480 ths. Euros/MW in Romania compared to 1.570 ths. Euros/MW in
EU), but 22.92% higher than IEA reference level (1.480 ths. Euros/MW in Romania against 1.204
ths.Euros/MW, according to IEA). In terms of refurbished small hydropower plants, IEA did not provide
accurate data, but the specific investment in Romania is considered to be much higher than the EU standard
(2.260 ths. Euros/MW in Romania compared to 1.700 ths. Euros/MW in EU). From this analysis we deduce that
refurbishing small hydropower plants is not a cost-effective investment. Regarding refurbished wind facilities,
the lack of available data concerning Romania induces that this investment is also a financial ineffective one.
Under these circumstances, there are a number of specific features of SED investments in Romania. Romanian
investors frequently manifested risk reluctance and they preferred investing in developing hydropower and wind
facilities, where the rate of success is expected to be higher, due to experience effect. Another specific feature is
the avoidance of bioenergy investments, despite Romania’s increased potential, because this type of investment
is the least cost-effective investment of RES. According to Ţăpurică and Tache (2013), Romania has the capacity
of reaching the EU percentage for renewable energy until 2020.
Conclusions
To sum up, as regards the given theory and the nonlinearity, feedback and active nature of electrical energy
systems, an adjusted DSR framework is advanced to support a program for the systems policy design and
monitoring. The major role is played in the state block of the standard DSR policy framework by separating it in
three fragments, i.e. human, nature and system, therefore suggesting a HNS framework for the state. In that
respect, the quality of human resources of paramount importance. States that consider the allocations of GDP for
education as being expenses and not as being investments will have a negative influence over the European
harmonization process and will consume common European human and material resources in order to be
maintained in the European Union. Such kind of states are condemned by their own governments and
administrations to stagnation and involution and in the best case, to an unsustainable development marked by
economic and social contradictions.
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Another approach for electric energy policy making is introduced consisting of the establishment of reference
perspective and indicators, normalizing and weighting indicators in terms of their aims, specification of the
features controlling the indicators, connection between the features and the indicators (Meyar-Naimi and VaezZadeh, 2012).
The main point of interest of modern engineering science should be aimed to those sectors which may
immediately support our future energy organizing. As a result, it is felt a challenging necessity that our action be
adapted to the global characteristic of energy development. Modern technologies will help to adopt essential
principles of sustainable energy development. With the suitable renewable energy supplies foundation in our
energy future and relief of nuclear energy threat it will be probable to conform to the most important theories to
be assumed in the sustainable energy programme.
Such as to encourage sustainable energy development the appropriate education system is essential also in that
particular case.
It is acknowledged that the current energy education system cannot comply with future request for knowledge
conveyance. It has been noticed that the prospective possibility for the future education system is distance
learning with multimedia telematic systems (Afgan et al., 1998).
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Abstract. Energy is the lifeblood of any economy. But when an economy is based on an exponential debt-based
money system, and that is based on exponentially increasing energy supplies, the supply of that energy deserves our
very highest attention. Moreover, in energy industries, we can observe multi-market mergers that take place between
companies belonging to various oligopolies, enabling in this way the creation of a big company that embed several
energies. The increase in number of transactions made in the energy efficiency sector is not surprising because, in an
attempt to reduce the energy bills and emissions of greenhouse gases, you must focus, as a business person, on the
areas that can generate the fastest results with the biggest incomes. And this is the point when you can decide to
merge with another company. But not all of these decisions come with the best outcome and expected effects. This
paper will analyse the effects on competition and why where some mergers successful and others failed to achieve the
desired results.
Keywords: Merger, Energy Sector, Market Power, Competition, Strategic Management.
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1. Introduction
Throughout ages, we witnessed an unprecedented number of mergers and acquisitions in the global energy sector
that were different because of the generated effects, the involved actors in the process, the success they had, the
failures that came after the merger, and, above all, the impact they had on people.
Given the constant demand for energy in rich countries, particularly the United States, and the strong increase in
demand in emerging markets, especially China and India, energy prices remained at high levels for long times.
The events that took place in countries such as Iraq (the armed conflict that started in 2003 by an invasion force
led by the United States), Nigeria (it has confronted with industrial scale oil theft, sabotage and technical
problems) or Venezuela (the strike from late 2002 had severely constricted the flow of oil and gasoline for
several months) have also shown how dependent is the world energy (and, above all, the world economy as a
whole) on some very unstable countries (Caves, 1987).
Mergers (and acquisitions) of distributors in the electricity sector have some peculiarities because they are driven
by the need of efficiency, an expansion strategy or an increase in the reliability of the network (that can provide a
better planning of investments).
The energy sector witnessed in the last few years an increase in the number of performed mergers. That is why
the academic literature recommends a better regulation and control of these mergers (Stoft, 2002). Also, there if
a strong belief about two possible effects they can have: a good one – the yield in efficiency gains, and another
one that might be bad –the increase in market power (Barquin et al., 2005).
There is a small gap in literature about the subject of mergers in the energy sector, and that is why this paper will
try to answer some of the questions that are to be asked about mergers in the energy sector, opening a path for
future debates and other studies aimed to analyse, from an empirical point of view, the effects of mergers in the
energy sector.
2. Why do companies in the energy industry merge?
Firms merge and acquire to expand their market power, to sale products and services at more competitive levels,
or to reduce costs of the activities undertaken by the company (Clayman et al., 2012). Apart from these reasons,
there are others that have to be taken into account when thinking and evaluating the purposes that led to mergers.
The expectations of future cash flows and the risks associated to the expected outcome may lead investors to
assign different values to the same company (Brigham and Houston, 2009). These fusions may be seen as
alternatives to dividends and share repurchases. They also may be a solution when searching for economies of
scale that may result from possible reductions in costs caused by increased production levels, greater effort to
streamline the research and development, joint use of specific inputs and the transfer of technology and knowhow. It can be seen also as a reduction of the risk of insolvency or it may enable various companies to operate in
markets with high barriers to entry, such as natural monopolies, enabling through this merger an additional
capacity and operational synergy.
This research focuses mainly on the reasons and economic interests that are behind a merger in the energy sector.
But there is of high significance for us to see which are the most important effects generated by the mergers in
the market and upon various actors. One of the issues with a high relevance is the consequences for the
stakeholders, especially energy consumers and employees. So, what is it the good from permitting some large
companies to dominate a market? The positive aspect lies in the fact that it is easier to raise some pressure on a
few companies that are leaders on that market to fulfil their social obligations, such as being good employers,
assuring trainings among staff, being involved in the Research & Development field and also committing to
Corporate Social Responsibility (Nicholson and Stepp, 2013). The large companies will also have the good sense
not to allow the system to collapse (because if it will collapse, they will go with it).
Another force that may drive the companies to merge is that governments in the countries with high reserves of
oil are supporting the large companies by giving them preferential access to reserves (Bamberg, 2000), while
they are forbidding foreign direct investments to be made in oil exploration and other production projects (the
government establishes different measures and taxes that are making unattractive the investments coming from
foreign companies).
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Therefore, companies are enlarging their asset base to develop and to expand their options on the market. The
competition matter surpasses local or regional frontiers, and through this merger a worldwide power is
envisioned. As the industry continues to shift between gas, oil-based fuels and renewable resources, a number of
environmental issues have evolved, and the natural gas appears to be more friendly to the environment and it
addresses a lot of the surrounding’s problems. Moreover, by enlarging their resources through the merger, the
companies are also spreading their asset and investments risks (Mascarenhas, 2011) as they are entering a
competition for investments, capital, market share, and maybe even for survival. All these reasons have led to an
uprising trend of mergers and acquisitions recorded in the Energy and Power sector, as seen in the figure below
(IMAA, 2014).
Figure 1. Mergers and Acquisitions in the Energy & Power industry, 1985-2013

3. The wave of mergers that built giants
In this section, the study will focus on analysing the mergers that took place in the past and their effects on the
market then and now. Two megamergers has shaken the energy sector: British Petroleum merger with Amoco
Corporation, creating BP Amoco, and Exxon Corporation merger with Mobil Corporation, forming Exxon Mobil
Corporation, creating thus two new giants on the energy market. These mergers from the 90s and the market
power they started to acquire forced Phillips Petroleum and Conoco to merge into ConocoPhillips in November
2001. The $15.12 billion deal was completed in August 2002 and it combined two US players into the sixth
largest publicly traded oil company in the world and the third largest in the United States (ConocoPhillips,
2014).
The merger between Exxon and Mobil proved that being bigger is better and more successful because there were
some benefits following the combination, such as: higher returns to shareholders than the companies could
generate individually, the addition is the asset base of Exxon with the assets of Mobil like the Asian Liquefied
Natural Gas and the Caspian oil projects, and the opportunity to streamline the downstream and chemical
operations (GAO, 2004). This merger made from Exxon Mobil a daunting competitor for winning oil
exploitation contracts in the Saudi Arabia and other Middle East countries.
The Conoco Inc. and Phillips Petroleum Company merger brought together two companies that each had a
checked safety record. Through the union, ConocoPhillips’ positioned itself in the upstream side of the
petroleum industry, becoming also the world’s largest independent exploration and production company based
on reserves and oil production, producing, refining, and selling petroleum worldwide. But due to the size of the
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merger and the wide geographic area it encompassed, antitrust enforcement actions were taken, in regards of
gasoline refining and supply, Federal Trade Commission from the United States required divestitures in key
areas of concern, including the sale of some refineries (Gaffigan, 2008). Moreover, this study suggests that
following the merger was a decrease in the prices of gasoline, bringing a benefit for consumers.
The newly founded company resulted through the merger of British Petroleum and Amoco became in a very
short time the largest producer of oil and natural gas in the United States. Even if the faith was sometimes good
with BP (in 1965 it became the first company to strike oil in the North Sea), problems did not delay to occur.
Such as the most recent one from 2012, when BP was summoned to pay 4.5 billion dollars, the largest criminal
fine in US history (Ferraro and Andreatta, 2014), in the settlement agreement reached with the U.S. after the
pollution from the Gulf of Mexico (the explosion from April 2010 at the oil platform, in New Orleans, has killed
11 people and hundreds of millions of gallons of oil have leaked into the Gulf of Mexico) (Great Britain
Parliament, 2011).
4. The European wave of mergers
We experienced in the late 90s some mergers that created oil giants such as ExxonMobil or ConocoPhillips,
through the merger of already big companies. Now, we are witnessing a process in which small companies, with
a lot of potential, are bought by big oil companies, enabling them to expand their portfolio of assets which will
help them cope better with price swings and enforce their drilling capacities and market power.
The big oil companies have under the magnifying glass small companies that own oil fields in countries from
Africa, independent gas producers from the US and companies with refineries in the waters of the Gulf of
Mexico. It is a battle between the ones who have the force to drill and the ones with the power to acquire. The
competition for resources and power is mainly made by the mergers and their success in acquiring important oil
fields that can be exploited. This new wave of mergers is dominated by technological innovations, especially in
the United States (they started to support clean energy innovation by raising revenue from fossil fuel drilling).
Also, it is important to bring into light the situation that exists also in the European Union (Gilbert and
Newberry, 2006). The authorities, particularly the European Commission, came to adopt a more rigorous
approach to prospective mergers in the electricity sector, particularly vertical (convergent) mergers, involving
firms from the upstream and downstream (gas and electricity) (Harrison and Mordaunt, 2012). In the European
Union, unlike the United States, it is illegal for a firm with a dominant market position (even one gained by
innovation, efficiency, new technologies etc.) to abuse its market power (European Commission, 2010).
In September 2005, the largest gas supplier from Spain, Gas Natural, launched a formal takeover bid for the
largest electricity producer, Endesa. If the merger would have been completed, there might have been
consequences like: eliminating the gas company, in power generation; eliminating competition on the retail fuel
market; reducing gas consumers’ freedom of choice; controlling gas supply with a view to electricity generation
(Barquin et al., 2005). Creating such a leader would not have been good for the society because the competition
would have been abolished, both on the gas and electricity market. The European Commission itself refused to
evaluate the potential effects of the merger stating that this action would contradict the legislation regarding
merger’s control within the EU. In February 2007, Gas Natural withdrew its bid. In this merger, the interest of a
German electricity and gas giant, E.On, was enticed, and it came with counterproposals. Even after years of
negotiations, the fate of the Spain’s largest electricity producer is still irresolute.
Another important merger for Europe is between Gaz de France, an energy production company, and Suez, a
leading French-based multinational company with operations in water, electricity and natural gas. The merger
holds a very high note of novelty because it created a balance between gas and electricity due to the dual nature
of the companies. It created a fierce competition with Électricité de France (EDF) by offering a global gas and
electricity package, forcing EDF to become innovative in terms of gas provision and committed to ensure a
carbon-free world, with maximum energy safety and efficiency (Codognet et al., 2002).The coalition also
enabled the newly formed company to gain a louder voice in the negotiations with suppliers, such as Russia or
Algeria, due to its uniqueness in providing gas through pipelines and liquefied natural gas via boats.
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5. Conclusions
This paper has addressed, briefly, important mergers from the past and present, as oil faces a more fierce
competition from national and state-owned oil and energy companies. The availability to big financial aids,
governments that encouraged and endorsed mergers, and a fast growth in innovations, are only some of the
factors that contributed to the waves of mergers and acquisitions since the late 19th century. Moreover, the
mergers in the energy sector might be driven by the world needs for energy, that is constantly growing, and the
incentive for companies to address these needs with proper products and services.
After the burst of giant mergers in the late 90’s – when Exxon bought Mobil, BP acquired Amoco and Conoco
merged with Phillips – new mergers in the energy sector may come to light. Important world energy companies
that have an important power within the world energy global market will focus on acquiring small companies
that can ensure a better market position and a more powerful voice on the international market. This sector
promises important gains for the ones that hold the power. That is why new actors will come into stage, such as
state-led or private companies. Governments from all over the world see this as a new challenge as the
companies are interested in securing their future and their position on the energy market. There will be a growing
interest for the gas market and the alternative sources of energy, that will provide big incentives for countries to
invest in this emerging market, and not only the money and power will come in hand to help the companies
acquire all they intend, but also the soft power that lies in diplomacy.
We should start thinking about a common good, not only a personal one (nurtured by giant companies that tend
to lead countries and governments, being driven by their thirst for more market power and money). All countries
should help each other. The good health of our common home must be the common goal. The United States and
other wealthy nations must help other less fortunate countries become energy independent for mutual benefit.
Will we choose to take action for a better world or will we choose to take action for a better business? We hope
for the first answer but we have to wait and see the answer of the giant energy providers – they hold the key to
everyone’s future.
Acknowledgements
This work was cofinanced from the European Social Fund through Sectoral Operational Programme Human
Resources Development 2007-2013, project number POSDRU/159/1.5/S/134197 „Performance and excellence
in doctoral and postdoctoral research in Romanian economics science domain”.

References
Bamberg, J. (2000). British Petroleum and Global Oil 1950-1975: The Challenge of Nationalism, Cambridge University
Press, Cambridge, p. 313
Brigham, E.F., Houston, J.F. (2009). Fundamentals of Financial Management, Cengage Learning, USA, pp. 661-668
Barquin, J., Bergman, L., Crampes, C., Glachant, J.M., Green, R., Von Hirschhausen, C., Lévêque, F., Stoft, S. (2005). Brief
academic opinion of economic professors and scholars on the project of acquisition of Endesa by Gas Natural, Mimeo,
available at: http://www.cerna.ensmp.fr/Documents/FL-AcademicOpinion.pdf
Caves, R. (1987). Effects of Mergers and Acquisitions on the Economy: An Industrial Organization Perspective, Harvard
University, Boston, pp. 149-172
Clayman, M.R., Fridson, M.S., Troughton, G.H., Scanlan, M. (2012). Corporate Finance: A Practical Approach, 2nd
Edition, John Wiley & Sons, New Jersey, pp. 413-418
Codognet, M.K., Glachant, J.M., Hiroux, C., Mollard, M., Lévêque, F., Plagnet, M.A. (2003). Mergers and Acquisitions in
the European Electricity Sector, Cases and Patterns, Centre d’économie industrielle, France
Ferraro, G., Andreatta, S. (2014). Cultural Anthropology: An Applied Perspective, Cengage Learning, USA, p. 206
Gaffigan, M. (2008). Energy Markets: Estimates of the Effects of Mergers and Market Concentration of Wholesale Gasoline
Prices, GAO, pp. 10-11, available at: http://www.gao.gov/products/GAO-09-659
Gilbert, R., Newberry, D. (2006). Electricity merger policy in the shadow of regulation, University of California Energy
Institute, paper EPE 019, available at: http://www.eprg.group.cam.ac.uk/wp-content/uploads/2008/11/eprg0628.pdf
Harrison, D., Mordaunt, A. (2012). Mergers in the energy sector: An overview of EU and national case law, pp. 3-4, available at:
http://www.cliffordchance.com/content/dam/cliffordchance/PDFs/Mergers_in_the_energy_sector_e_ competitions.pdf

Mergers in the energy sector – reflections on successes and failures

41

Mascarenhas, O. (2011). Business Transformation Strategies: The Strategic Leader as Innovation Manager, Sage
Publications India, New Delhi, pp. 482-486
Nicholson, M., Stepp, M. (2013). Drilling for Innovation: Funding Clean Energy R&D with Oil and Gas Revenue, The
Information Technology and Innovation Foundation, Washington D.C., available at: http://www2.itif.org/2013-drillingfor-innovation.pdf
Stoft, S. (2002). Power System Economics: Designing markets for electricity, The Institute of Electrical and Electronics
Engineering, USA, p. 19
Ţăpurică, O.C., Tache, F. (2013). An empirical analysis of the projects aiming sustainable energy development (SED) in
Romania, Renewable and Sustainable Energy Reviews, available at: www.elsevier.com/locate/rser, pp. 5-11
ConocoPhillips (2014). Our History, available at: http://www.conocophillips.com/who-we-are/our-legacy/history/Pages/
default.aspx
European Commission (2010). EU Competition Law - Rules Applicable to Merger Control, Brussels, available at:
http://ec.europa.eu/competition/mergers/legislation/merger_compilation.pdf
General Accounting Office (2004). Effects of Mergers and Market Concentration in the U.S. Petroleum Industry, p. 84,
available at: http://www.gao.gov/products/GAO-04-96
Great Britain Parliament (2011). UK Deepwater Drilling - Implications of the Gulf of Mexico Oil Spill, The Stationery Office,
p. 45
Institute of Mergers, Acquisitions and Alliances (2014). Statistics – Energy & Power, available at: http://www.imaainstitute.org/statistics-mergers-acquisitions.html

INNOVATION IN BUSINESS MODELS USING
THE CORPORATE SOCIAL ENTREPRENEURSHIP PARADIGM
Shahrazad HADAD
Bucharest University of Economic Studies, Romania
shahrazad.hadad@gmail.com
Ramona CANTARAGIU
Bucharest University of Economic Studies, Romania
ramona_cantaragiu@yahoo.com

Abstract. In the past several frameworks have been introduced in which business model innovation was to be
understood and practiced. Here we focus on the innovative potential brought by the modification of the business
model in accordance to the essence of corporate social entrepreneurship. The conceptual model we are proposing
does not aim at being a radical innovation but it tries to incrementally innovate the way in which traditional
businesses are being conducted in a socially responsible manner by integrating corporate social entrepreneurship at
any organizational level or throughout the supply chain so as to ensure business sustainability by taking into
consideration all the stakeholders. Based on the business model canvas we bring together all the latest innovations
concerning sustainability and responsibility such as hybrid value chain for customer value, the sustainable supply
chain for supply management, social market matrix used for marketing strategy, etc. The purpose of CSE is to further
organizational transformation for the benefit of the society. The main advantages that a business model innovation
based on the principles of corporate social entrepreneurship brings to the companies are a greater orientation
towards effectual thinking and an increased agility and resilience by allowing companies to alter their behavior and
to become part of the background in which they usually operate and help develop it along with its own activities.
Keywords: innovation, business model, corporate social entrepreneurship, sustainability, responsibility, bottom of the
pyramid.
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1. Introduction
The concept of corporate social entrepreneurship is relatively new for it was coined 10 years ago by Hemingway
(2004). As the concept aroused the interest of researchers from many different fields, the scientific literature has
not managed to come to a unified understanding of it. In Hemingway’s view (2005), “a corporate social
entrepreneur is the individual who operates within the corporation in a socially entrepreneurial manner and is
motivated by a social, as opposed to other agenda” (p. 238). The definitions that followed seem to have built
upon this idea, but substituted the part for the whole as in the individual became the company itself. In 2006,
Kramer reasoned that corporate social entrepreneurship implied leveraging business smarts to achieve social
change and his idea was taken a step further by Austin et al. (2006, p. 170)who offered one of the most
comprehensive definitions of corporate social entrepreneurship: “the process of extending a firm’s domain of
competence [...] through innovative leveraging of resources, both within and outside its direct control, aimed at
the simultaneous creation of economic and social value”. A very straightforward and self-sufficient
characterization of the concept belongs to Schwab (2008, p. 108) who described it as “the transformation of
socially responsible principles and ideas into commercial value”. With Schwartz (2011) the scholars’ attention
returned to the employee who “operates in a socially entrepreneurial manner, identifying opportunities for and/or
championing socially responsible activity, in addition to helping the firm achieve its business targets”.
We regard corporate social entrepreneurship as a new framework of analysis for actions such as corporate social
responsibility (where CSR is more than a marketing tool directed at increasing brand image and an opportunity
for a one-time action without taking into account the possible sustainability of such actions) and business
development (where businesses look for the untapped markets, customer segments, raw materials,
products).Thus, this paper will present ways in which the principles of CSE can help drive the innovation of the
business model by focusing on gathering the many advances that have been made in fields such as marketing,
production management, supply chain management, accounting, business strategy and so on in relation to
introducing a new level of social and environmental responsibility for businesses. The paper was constructed by
looking at different businesses and extracting from each of them a potential component of the new business
model. Therefore, we are to analyze companies from the perspectives of: key partners, key activities, value
proposition, customer relationship, channels, customer segments, and revenue streams. All these components
interact with each other. The model we are proposing is subject to continuous improvements.
2. Diving into the business model innovation
2.1. Customer segments
The first step of the business model innovation process based on corporate social entrepreneurship starts with the
identification of the existent or potential capabilities of the company that could have a positive impact on a
previously unacknowledged customer group. Thus, we obtain a number of potential configurations of customers
and company capabilities. In this new segmentation strategy based not on socio-demographic characteristics, but
on common needs the company is focused on identifying markets where the same product can be sold with little
or small adaptation. Boschee (2006) proposes a new market segmentation based on two criteria: the potential
financial return and the level or intensity of the social need. In this manner the company can identify what
options to kill, nurture, harvest or expand.
Figure 1. Market segmentation based on social needs

Source: Boschee, 2006, p.6.
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2.2. Key resources
Key resources refer to the resources used by the company in order to produce value for the customers and to,
ultimately, provide for the business itself. We see key resources as an ability of the company to transform what is
generally seen as a disadvantage into a competitive advantage. A prominent illustration is the case of
“Discovering Hands” a German based non-profit foundation that, since 2007, has trained 21 women with
severely limited vision and enhanced their tactile sensitivity to help gynecologists screen patients for breast
cancer – these women become medical tactile examiners at the end of the nine month training. One of the first
women to train in the field, Anita Spickhofen, says that “it has made a strength out of our handicap” (Schuetze,
2013). These examiners can identify lumps with diameters ranging from 1 (or even less) - 5 centimeters, the
abnormalities detected were 30-50% smaller than those detected by gynecologists. In this foundation, we deal
with key human resources that have key physical abilities which turn into key competences for the entity.
2.3. Value proposition
The value proposition is concerned with the promise of value to be delivered to the customers while coming up
with a solution to the social problems already identified and the belief of the customer that value is to be
experienced. It also relates to empowerment, generating new capabilities, education, and transformation through
interaction with the service or product. An eloquent example in this respect is My Green Electricity micro power
plant for off grid rural communities. They identify the communities that lack electricity, search for investors to
provide funds for financing the micro power plant, they rent it to the community who manages the power
distribution and money collection from its members. In that manner, the community is empowered to provide
light for different venues, run small industrial machines, produce cold for storing medicines, have access to the
Internet and irrigate. If there is some excess, they connect the plant to the national grid. All these activities bear
value for the community, and, moreover, they empower it (www.my-green-electricity.com).While coming up
with the solution, the type of products that the company offers to this new customer segment almost always
requires adaptation. For example, Unilever in order to address and serve the market in Ghana, they adapted their
high cost sanitizers and they managed to: create low-cost sanitizers in order to cross-sell them with selfcontained plastic toilets and they helped set up a local toilet cleaning service in this new emerging market.
2.4. Key activities
Locating activities closer to sites offering important raw materials so as to obtain local products or services that
bring more added value to the community and at the same time benefiting the company or relocating in countries
where the unemployment rate is considerable high and labour costs are relatively low. Another aspect that key
activities imply is that they should also be directed at identifying the social need. A relevant example in this
respect is the Grameen-Danone 600-square-foot factory established in Bogra (Bangladesh) that aims to help the
local population to benefit from yogurt enriched in the four vitamins and minerals lacking from the diet of the
people in that community, especially children. Madécasse Chocolate is a Brooklyn-based chocolate
manufacturer created by two Peace Corps volunteers. After being volunteers in Madagascar for several years, in
2009 they set up a chocolate company and decided to subcontract their production in Madagascar to a local
company called Cinagra. What is inspiring related to their story is the fact although 65% of the world’s cocoa is
grown in Africa, less than 1% of chocolate is made on the continent (Watkins, 2012).
2.5. Key partners
The basic mind-shift that corporate social entrepreneurship introduces is the acknowledgement of the fact that a
company cannot avoid partnering with non-traditional partners (states, public administration, local
communities, NGOs) forever if it desires to have the largest social and economic impact possible. According to
Spitzeck et al. (2013), while building the Santo Antonio hydroelectric power plant in Porto Velho, Odebrecht
implemented the ACREDITAR project in order to benefit the community by training locals to ensure the
necessary human resources for the construction of the plant. The programme became a success due to the
company’s partnerships with the Ministry of Social Development, local state government, city administration,
local schools and universities. The benefits for the community were irrefutable: from 36,000 people trained
around 25,000 were employed therefore unemployment was reduced; the inflow of foreign qualified labour force
was also reduced and the living standards were improved. The same idea lies behind the hybrid value chain
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model proposed by Ashoka, which is a business model in which business acumen and resources are partnered
with local organizations to provide market access for goods and services targeted at low-income populations.
However, this idea can be extended to encompass all sorts of business models based on shared value creation
which is required if businesses are to satisfy society’s sustainability needs (Porter and Kramer, 2011).
Figure 2. Hybrid Value Chain

Source: Ashoka.org

2.6. Customer relationship
A way in which companies can bring into being their newly found configurations of customer capabilities is
through educating a segment of the population so as to prepare it for the acceptance of the solution provided. For
example, in poor countries, before selling personal hygiene products, companies need to explain to the local
population the benefits of washing hands, of brushing teeth and so on. This implies a form of customer
relationship based on a constant teaching-learning loopin which the company provides potential customers with
information while learning about its potential customers so as to adapt the teaching and the product to the
customers’ lifestyles. For a successful implementation of a business idea, it is important to place customers on an
equal footing with the company and to carefully understand their way of living and not draw hasty conclusions
based on previous experiences or unfounded assumptions. For example, the initiative presented by Harris (2010)
to fight malaria in Africa by selling insecticide-treated mosquito nets used for beds simply failed, and the
question is why? The aid industry found the nets a major breakthrough in the fight against malaria, but what they
did not take into consideration was the fact that in those regions, nets are used for totally different purposes and
most important of all, many of the inhabitants hated sleeping under the nets in humid conditions, and moreover
they saw malaria as part of their lives. Therefore health, prosperity and development should be created bottom up
by empowering people and place them on equal footing to come up with their own solutions.
2.7. Channels
The distribution channels may be regarded as the paths travelled by products from the producer/distributor/
vendor to the client/customer/consumer. The adjacent activities connected to distribution channels may imply,
unless existing, creating the infrastructure necessary to use or have access to the company’s products, in other
words, simply linking the customer with the market. Vachani and Smith (2008) came up with the concept of
socially responsible distribution to describe “initiatives that provide poor producers and consumers with market
access for goods and services that they can benefit from buying or selling, by helping neutralize the
disadvantages they suffer from inadequate physical links to markets, information asymmetries, and weak
bargaining power” (p .8). They identified three creative ways of addressing distribution challenges: taking cost
out, reinventing the distribution channel (Debbie Aung Din Taylor from Proximity Designs, Myanmar says that
in this respect, it is very important to come into contact with how people want to buy the product; a new
distribution channel designed by them concerned the drip irrigation radical technology for farmers in order to
design it for a particular farmer’s plot it required a lot of handholding and real customization) and investing for
the future. Some relevant examples may be: a telephone company building towers to allow users to have access
to telephony services; Amazon’s Prime Air service idea of acquiring drones in order to deliver packages to their
clients in less than 30 minutes, providing them with the possibility of accessing remote areas.
2.8. Revenue streams
Revenue streams deal with new monetization strategies that allow the company to offer products to a vulnerable
group of customers and at the same time create value for other stakeholder. The example of Apple which collects
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old phones in return for a newer model (plus some additional money) and then fixes them and sells them back to
poor customers for affordable prices. This means creating a new revenue stream based on collection of used
products and finding ways to create additional value from them. And there are plenty of examples in that respect
that implies second-hand products refurbished and resold. Another example is that of supermarkets that have
decided to accept fruits and vegetables that are not up to the standards set by the European Union and sell them
at lower prices. This helps producers stop throwing away their crops and helps bring valuable nutritional food to
families who cannot afford to buy EU standard vegetables. With the introduction of the Ugly Vegetable
campaign (see Figure 3) supermarkets address a new market segment that had otherwise been neglected and they
reduce the amount of waste producers had to deal with.
Figure 3. The Ugly Vegetable – supermarket campaign

Source: http://www.communication-agroalimentaire.com/2014/03/le-supermarche-intermarche-lance-l-operation-les-fruitset-legumes-moches.html

3. Conclusions
Ergo, by synthesizing the elements that have been previously discussed, we introduce the innovation in business
models using the corporate social entrepreneurship paradigm as being the following:
Figure 4. Business model innovation using the CSE paradigm
Key partners
Key activities
Non-traditional partners
Locating activities to create more added
Hybrid value chains
value for the local community
Shared value creation
Identifying the social problem
Networks
Key resources
Deeper understanding of capabilities
Uncovering capabilities under disabilities

Value proposition
Empowerment
New capabilities
Education
Coming up with the solution

Customer relationship
Learning-teaching
Equal footing

Customer segments
Intensity of social need segmentation

Revenue streams
Identification of new monetization streams which create value for new
customers and other stakeholders

Channels
Using the existent social infrastructure
Investments for the future
Innovative distribution methods

Starting with the world economic crisis, the social side of things has been re-brought to light and businesses have
come to realize that they can address the social needs of the society in ways that are not only beneficial to society
itself, but also to the businesses. The business model we are proposing aims at incrementally innovating the way
in which businesses are being designed and conducted. The interest for CSR has been gaining traction now more
than ever and it came to be studied in marketing, finance, accounting, business, and so on. The purpose of this
paper was to capitalize these interests under a common umbrella and apply the accumulated knowledge in the
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field of business model innovation. The main advantages that a business model innovation based on the
principles of corporate social entrepreneurship brings to the companies are a greater orientation towards effectual
thinking and an increased agility and resilience by allowing companies to alter their behavior and to become part
of the background in which they usually operate and help develop it along with its own activities.
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Abstract. In a world where to be is often substituted with to have (Popescu and State, 2014) and, increasingly more
often, with to survive, entrepreneurship is more than just an option, becoming a necessity whose failure to be adopted
can contribute decisively to maintaining the disadvantageous status of stand by. That is, waiting for something to
happen or for someone to do something, for things to happen.
Marked by the complex process of confrontation, identification, evaluation and action (Parida, 2011), a process
called change, contemporary organizations need to overcome successfully this challenge (Kuebler, 2011; Dholakia,
2004) upon which viability and sustainability depend (Johansson, 2009).
Our study comes as a result of the observation of new changes in the business environment, changes brought about
by the emergence of digital technologies over any type of organization. It is obvious and as clearly as possible that in
the digital age, where information technology and communications have become essential and even vital for success,
change, especially changing the way we percieve and understand business, constitutes a complex natural and
universal process (Cohen and Kotter, 2005). In this context, change should not be seen as an end in itself, but as a
dynamic adaptation to the rapid evolution of technology (Tetteh and Burn, 2010).
Here is the context in which we analyze and propose potential solutions for one of the alternatives capable of
ensuring sustainable and dynamic development in the digital age: social entrepreneurship.
Keywords: social entrepreneurship; social economy; social enterprise; change; digital age; Crowdsourcing.
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1. Introduction
Knowing complex transformations, and often resulting in even the most contradictory results, the entrepreneurial
spirit has ceased to be an alternative to and for success. Given that to be is increasingly more frequent,
substituted with to have, the cult for work and labour culture have begun to acquire, more and more, the resulting
natural status of the contemporary world (Peppard and Ward, 2012). A world in which, as demonstrated by experience,
adaptability is becoming the mandatory requirement of proving the intelligence that we all have. A world in which
social and demographic changes, similar to the differentiated and even selective dissemination of advances in science
and technology – resulting in what specialists (Kerney and Abdul-Nour, 2004) call the digital age — influences
very strongly and decisively domestic and international business. This generates the need for dynamic reconfiguration
of strategies and economic and social policies, both at the macro and the micro level. Recent studies have shown that
"...the adoption of digital media is no longer a choice but a necessity for the various enterprises operating in various
sectors of activity"(Tan et al. 2010). Research shows that businesses, especially the small and medium enterprises
(SMEs), should be conscious of the need to innovate not only by offering unique products and/or services, but also
by adopting the most creative new technologies able to highlight their own abilities and possibilities. In this context,
it was noted that SMEs tend to have more benefits by adopting digital means, compared to micro enterprises (Tan,
Siong et al., 2010; Hadjimanolis, 2007). Increasingly more organizations are using the Internet to facilitate and
develop quickly their access to information and knowledge. Moreover, increasingly more organizations realize that
adopting digital means could have a much more important role in and for streamlining their activities (Adham
Ahmad et al., 2005). It is the context in which entrepreneurship, in particular the social one, becomes more than just an
alternative to the dynamic and sustainable development in the digital age. We think that the relationship between
entrepreneurship and, in particular, the one between social entrepreneurship and economic development in the
digital age is bi-univocal, i.e. inter-conditioning each other. But let us discover why and how.
On the one hand, we have the enterprise, respectively, that person or group of persons that identify a business
opportunity and create an organization to take advantage of that opportunity (Ozer, 2010). Therefore,
entrepreneurship means the process through which the opportunities created by the organizational management
will be capitalized with a social or financial purpose (profit) (Gemino and MacKay, 2006). In particular, social
entrepreneurship is the activity through which one seeks to solve a problem of a social nature (Nolan, 2011).
Specialists consider that trigger variables of the entrepreneurial behaviour are of a: (a) situational nature: those
which make the future entrepreneur consider the possibility of starting up a business on his/her own, due to
employment loss, inability to career advancement, grievances arising from income obtained, etc.; (b) psychological
nature such as the types of personality and behavior of the future entrepreneur; (c)economic nature: financial resources
available for the realization of new investment and, more generally, the overall economic context for the upcoming deal
(Nola, 2011). The resulting entrepreneurship, in general, the social one, in particular, the "social enterprise is located at
the intersection of the business sector and non-profit sector. It is, finally, nonprofit hybrid, part profit, part nonprofit” (Nonaka et al., 2001). In the same socio-economic context with the entrepreneurship and social enterprise,
with favourable consequences on society, as a whole, the concept of social economy appeared in the early years of
the current millennium. Also called the solidarity economy or “third sector” (www.ies.org.ro, accessed at
12.05.2014), it was developed both from the need to identify innovative solutions for increasingly more social,
economic and social problems of communities and economic and/or environmental communities, and from the
need to meet the needs of community members who are either ignored or insufficiently settled by the public
sector and/or the private sector. Social Economy includes various organisational forms, such as cooperatives,
joint ventures, associations and non-governmental organizations. Its goal is not profit, but getting improvements
of living conditions and offering new opportunities for disadvantaged and/or vulnerable people. The fact that
social economy put special emphasis on the social enterprise (social economy enterprise) is very important. The
latter is characterised by the observance of principles, norms and shared values, such as (www.ies.atomorrow.com,
accessed at 12.05. 2014): voluntary and open adhesion of all "actors" participants in the activities of the enterprise,
harmony between individual and group interests; supremacy of the participation of social actors, of the person and
the social objectives over capital; defence and application of the principle of solidarity and responsibility;
management autonomy and independence from public authorities; democratic control exercised by members of the
organization; allocation of the largest part of the surplus in order to achieve the objectives of sustainable
development and the provision of services to all members in accordance with the interest of the general
membership of the organization. An extremely important role lies with social enterprises in support of
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government policies that contribute to the increase of productivity and competitiveness as well as to the
development of a participatory society, in which community members are encouraged to solve together, actively
and responsibly, some of the local issues. The majority of social enterprises are very entrepreneurial, fitting in
SME from a statistics point of view.
On the other hand, we must take into account also the reality that the digital age has long ceased to be an
alternative, becoming a necessity, a requirement for any type of organization (Weill et al., 2011). This, given that
the digital period (age) has, as main features: fast decline of the costs associated with IT & C; removal through both
connectivity and emergence of social, of boundaries between many industries, products and/or services, the
exponential growth in the number of mobile and Internet users, including opinion leaders that resort to it as a
"megaphone"; "explosion" of "smart" products and/or services; cloud computing virtualization, dynamic
transformation of the interaction with customers; "task" robots and sensors connected through objects and/or gps; big
data; crowd sourcing (Patel, 2010; Ylinenpaa et al., (2010). We will focus our attention upon it, especially as a form
of incentive not only to entrepreneurship in general and to the social one in particular, but also to the individual spirit
of and for undertaking, boasting of and acting with a mentality of a true and authentic winner.
Taking into account all the statements above and the fact that social enterprises usually fit in the SME category,
the bi univocal relationship entrepreneurship (social) - digital age leads us to formulate the following points of
view.
2. Goals, hypotheses and research methodology
2.1. Goals
The main objective of our research, applied to SMEs in the USA and Romania, was to reveal the opportunity to call at
and implement crowd sourcing as a form of manifestation of the spirit and desire to undertake, focusing on its deeply
beneficial effects on entrepreneurship in general, and the social one, in particular, from the perspective of dynamic,
sustainable and viable development in the digital age. This, even more so, as the digital business is a reality which
in forces itself quickly and with maximum efficiency (Ken and Williams, 2013). We have chosen that the applied
research be approached from the prospect of some actions capable of facilitating the development, in the context of
the digital age, both of entrepreneurship in general, and of social entrepreneurship and the social economy, in
particular.
2.2 Research Hypotheses
Main hypothesis: The perception of entrepreneurs/managers with respect to the implications of the digital age on the
entrepreneurship and/or individual initiative influences directly and positively the organizational performance.
The two secondary hypotheses, relevant to the role of entrepreneurship in general and, of the social one, in
particular, for the sustainable and dynamic development in the digital age, are the following:
 SMEs have a low degree of adoption of modern conferencing tools
 SMEs taking using more modern technology devices are more productive
2.3 Research Methodology
The research was completed by distributing a questionnaire to business owners, managers and employees of
enterprises of all sizes in the United States and Romania. The survey received 608 responses, out of which 471
were part of organizations with 250 employees or less. According the European Union recommended definition,
organizations with 250 employees or less are Small and Medium Enterprises.
For the main hypotheses, we used revenue per employee as a performance indicator and found correlations
between the organization’s adaptability to the digital era IT&C technology and its performance. We divided the
revenue per employee into brackets, and found the following:
SMEs with the revenue per employee of $100000 or higher, used better internet connection and more types of
IT&C tools compared to SMEs with the revenue per employee of low than $100000. Out of the respondents to
our questionnaire, 172 represented companies with over $100000/ employee productivity rate and 235 yielded less

Social enterpreneurship – an alternative to support dynamic and sustainable development in the digital age

51

than $100000/employee. Respondents were allowed to select more than one option, so percentages can add up to
more than 100%. Details in the charts and tables below:
Table 1. Internet connection used by the enterprise employees – companies with revenue per employee higher than
$100000/employee
Internet connection used by employees - revenue higher than $100000/employee
a. Dial - up
b. ISDN – Integrated Services Digital Network
c. DSL – Digital Subscriber Line (uses copper telephone lines)
d. Cable – Broadband Internet Connection (uses coaxial cable)
e. Mobile Wireless Internet – 3G
f. Mobile Wireless Internet – 4G
g. T-1 Lines (dedicated phone connection)
h. T-3 Lines (dedicated leased phone connections)
i. OC3 – Optical Carrier (fiber optic network)
Internet Over Satellite (connection directly through a satellite; no towers or cables)

Percentage
12%
9%
19%
38%
6%
3%
3%
1%
3%
7%

Figure 1. Internet connection used by the enterprise employees – companies with revenue per employee higher than
$100000/employee

Table 2. Internet connection used by the enterprise employees – companies with revenue per employee lower than
$100000/employee
Internet connection used by employees - revenue under $100000/employee
a. Dial - up
b. ISDN – Integrated Services Digital Network
c. DSL – Digital Subscriber Line (uses copper telephone lines)
d. Cable – Broadband Internet Connection (uses coaxial cable)
e. Mobile Wireless Internet – 3G
f. Mobile Wireless Internet – 4G
g. T-1 Lines (dedicated phone connection)
h. T-3 Lines (dedicated leased phone connections)
i. OC3 – Optical Carrier (fiber optic network)
Internet Over Satellite (connection directly through a satellite; no towers or cables)

Percentage
24%
4%
25%
40%
18%
4%
3%
1%
2%
2%
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Figure 2. Internet connection used by the enterprise employees – companies with revenue per employee lower than
$100000/employee
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For the secondary hypotheses where we assumed that SMEs have a low degree of adoption of modern conferencing
tools, we found that the hypothesis was invalidated. 92% of survey participants indicated that some form of
conferencing capability is used by the organization.
Table 2. Use of modern conferencing technologies by SMEs surveyed
Conference technologies
a. conference calls (voice only)
b. online presentations
c. online training or seminars
d. video conferencing (for meetings)
e. virtual trade shows/ conferences
no modern conferencing tools are used in my organization

Percentage
54.99%
22.72%
7.22%
4.88%
11.04%
8.07%

Figure 3. Use of modern conferencing technologies by SMEs surveyed

Other secondary hypotheses stated that the enterprise’s productivity is in direct relation to the number of IT&C
devices used in the organization. After analysing the responses to our questionnaire, we found the following:
Table 3.Use of IT&C devices by SMEs surveyed with revenues under $100000/employee
IT&C Devices in SME’s - revenue under $100000/employee
a. desktop computers
b. laptop computers
c. local data servers
d. tablets
e. smartphones
f. smart devices (e.g. robots; internet/ Bluetooth connected “things”)
Total

Percentage
100%
67%
14%
24%
44%
8%
100%
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Table 4. Use of IT&C devices by SMEs surveyed with revenues over $100000/employee
IT&C Devices in SME’s - revenue higher $100000/employee
a. desktop computers
b. laptop computers
c. local data servers
d. tablets
e. smartphones
f. smart devices (e.g. robots; internet/ Bluetooth connected “things”)

Percentage
87%
58%
27%
30%
38%
10%

3. Conclusions
Our study revealed the direct implication between use of modern technology and productivity in the context of
SMEs.
Social enterprises in particular, as their objective is not always maximizing profits, can benefit their communities
by implementing better, more modern digital tools, crowd sourcing particularly.
We were pleasantly surprised to find that the use of modern conferencing tools is very prominent and that, for the
most part, internet connectivity and use of modern devices at a high percentage.
We were also able to point out that at least one performance indicator, revenue per employee, is impacted by
modern technology use.
Countries and communities benefit most from the proliferance of social enterprises and our recommendation is that
they are offered support in all areas, including encouraging their adaptability to the digital age.
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Abstract. There is growing interest in social innovation among academic institutions, companies, non-governmental
organizations, and policymakers around the world. Social innovation, as a practice lead field, is generally regarded
as innovative ways to address societal challenges. It does not refer to any particular sector of the economy, but to
innovation in the creation of social outputs and in the generation of social transformation. As such, social innovation
takes place in all sectors. The current paper emphasizes how social innovation occurs in the public sector and private
sector, by providing specific examples of innovations from each sector. We look at current new and innovative
practices that are developing across Romania and the world and detail some of the most promising and interesting in
the sectors, in terms of the social impact achieved. The barriers to social innovation are referred to and the trends
that we see emerging in the field are presented. The intention of the paper is not to offer a comprehensive approach
of social innovation in the selected sectors, but rather to enhance understanding of the term thorough detailed
successful practices.
Keywords: social innovation, innovation, public sector, higher education, hotel industry.
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1. Introduction
Social innovation seems to be a highly debated topic in the both scientific and business literature. Its complexity
is high as it involves various issues like the social need or social problem addressed, the target social group, the
value created, the timeframe of impact as well as the measureable outcomes, the ethical perspective and the
economic dimension. Because of its complexity, there is no common view shared among scholars about the
definition of social innovation and all its aspects.
Scholars argue that social innovation has emerged as a response to growing social, environmental and
demographic challenges like: resource scarcity, climate change, ageing of population and the associated care,
increase in health costs, and the impact of globalization (Young Foundation, 2012b).
According to Young Foundation (2012a), social innovations are new solutions, either if they are products,
services, methods, markets or processes, that simultaneously “meet a social need (more effectively than existing
solutions) and lead to new or improved capabilities and relationships and better use of assets and resources”. In
other words, social innovations are both good for individuals, groups or society and enhance their capacity to act.
(Millard and Carpenter, 2014; Young Foundation, 2012a and 2012b)
In the literature, social innovation is used to describe (Davies, 2014; Hubrich et al., 2012):
 Social change and societal transformation in terms of role of civil society in social change or role of social
economy and social entrepreneurs in driving social transformation.
 New business strategy and models in what regards the creation of human, institutional and social capital,
organisational efficiency, leadership and competitiveness, organisational sustainability and effectiveness,
especially for non-profit organizations.
 Social entrepreneurship in terms of role of individuals in creating social ventures, the need for building
behaviours and attitudes related to social enterprise and the need for focusing businesses on social objectives.
 The development of new products, services and processes or even new markets.
 New organizational forms such as a model of governance, empowerment and capacity building that rely on
interrelationships between actors and their skills, competencies, assets and social capital.
Like any innovation, the social innovation is characterized through novelty – it is new to the field, sector, region,
market or user, or is to be applied in a new way; it meets a recognized social unmet need; it is more effective
than existing solutions as it creates a measurable improvement in terms of outcomes; it enhances society’s
capacity to act by creating new roles and relationships, and ensuring a better use of existing assets and resources,
or even developing new ones..
For the purpose of this article, we regard social innovation as:
The creation of a new item/ process/ structure that provides solutions for existing problems of the
society, which are often hard to tackle with by the existing structures and institutions. These solutions
are meant to create a new societal practice or organization, which affects the direction of the
society’s development, creates a value that is widely accepted, generates progress and improves the
future in what concerns every or any need in the Pyramid of Maslow.
The paper goal is two folded: setting out an understanding of social innovation and understanding the use of
social innovation in public sector vs. private sector.
2. Social Innovation in Public Sector. Good Practice for Higher Education
Taking into consideration the above given meanings for social innovation, we argue that the term is highly
connected to the public sector, mainly because it has arisen due to the current problems that the system is facing
and its difficulty to cope with tasks related to public safety and well being, like access to food, to health, to
education or to jobs.
But the public sector is the main player, as there are many actors involved in the social innovation process, either
we refer to individuals, groups, institutions or civil society. These actors can act privately or connected,
contributing in this way to a certain scalability and dependency of the social innovation promoted.
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Like any other innovation, social innovation starts from a “market need”, in this case, society inequalities or gaps
that hinder the proper development of that specific society’s structures, either we refer to its culture, its political
and economic dimension or its interactions (Westley, 2008). But the interconnectivity of these problems is
extremely complex, just as the Brundtland Report released in 1987 wisely emphasizes. Thus, this is probably one
of the key aspects to be understood when trying to develop a social innovation.
“Today we cannot secure security for one state at the expense of the other. Security can only be
universal, but security cannot only be political or military, it must be as well ecological, economical,
and social. It must ensure the fulfillment of the aspirations of humanity as a whole.” (The Brundtland
Report, 1987).
The educational system is one of the public sectors in need for a change, a sector for which social innovation
could be the tipping point. The educational system sits at the basis of the society’s development and should be
the engine of progress, no matter we refer to primary, secondary or post graduate.
As Margaret Spelling (2006) mentioned in one of its speeches, “In tomorrow’s world, a nation’s
wealth will derive from its capacity to educate, attract, and retain citizens who are able to work
smarter and learn faster –making educational achievement ever more important both for individuals
and for society writ large.” (Spelling, 2006).
Across the world, as well as in our country, innovation in the higher education system is more present than ever,
because this century is the first to test the educational system on the competition market. If until now, higher
education institutions (and not only) have been battling similar structures, now, due to the incredible advancement
of technology, they are facing new and different competition, that asks and gives birth to innovation.
That is why these types of institutions manifest innovation in the educational field, innovation that with each
improvement changes the direction of society and creates value. It is thus, why we argue that any innovation in
the educational field, either incremental or disruptive, can and should to be considered social innovation.
However, in order for social innovation to have a broad and durable impact, so as to be able to change the course
of the societal practice and development, it usually has to be disruptive, affecting thus the system, the beliefs and
the governing laws (Westley, 2008).
Innovation in education is not hence a new domain. The 20th century has been one of great restructuring and
innovation shifts for many universities, which tried to develop themselves as leading innovational and
entrepreneurial structures, contributing thus to the social change.
The Times Higher Education World University Rankings (THE-WUR) 2013-2014 powered by Thomson Reuters
are the only global university performance tables to judge world class universities across all of their core
missions and provides a balanced and comprehensive comparison.
The characteristics taken into account by THE-WUR for the annual ranking are teaching (the learning
environment), international outlook (staff and students), industry income (innovation), research (volume,
income, reputation) and citations (research influence).
If the major criterion taken into account is to be innovation, the ranking of top 5 universities is as follows:
1. Massachusetts Institute of Technology (MIT)
2. California Institute of Technology (Caltech)
3. University of Oxford
4. Princeton University
5. Imperial College London
The leader regarding innovation and industry income is MIT, an institution that hosts more than 10,800 students,
has an average tuition fee of 41,000$ per year and an average SAT score of 2,220. There are various structures
within MIT that promote and foster innovation and these structures are integrated at many levels, for all the
departments and programs to benefit from them. Several such structures are: Community Innovators Lab
(CoLab), Media Lab, Deshpande Center for technological innovation, D-Lab, Development through dialogue,
Design and Dissemination.

Good practices of social innovation across sectors

59

These are only several examples of structures created by the university, representing innovations per se but and
also incubators for innovation.
Moreover, MIT commits to many partnerships with companies in order to better support financing and
implement the technologies in the industries needed. An example of such a partnership is MIT ILP (Industry
Liaison Program), where most of the 200 leading companies in the world are members.
Social innovation can be therefore be depicted not only in the creation of these structures, which enhance the
educational environment and take it one step further, but also in the creation of the products that arise within
their research centers, like for example the medical and assistive devices for global health, and clean-burning
cooking fuels made from waste.
It is for sure a model than can be replicated to a lower or greater extent throughout the higher education sector,
even though the system creates barriers such as financial difficulties, power distribution, separation of groups of
stakeholder, closed system, lack of transparency, or sense of citizenship.
The result is that the groups and the system need a change but do not feel they have the power to do it, so they create
alternative structures (e.g. non-formal education, training centers, and alternative universities) or just stay aside.
Beside top 5 ranked universities, we have investigated other examples of structures that enable dynamics and
make room for innovation in the higher education systems. Such examples are not numerous, but several that
caught our attention promote social innovation on a large scale, trying to create a great impact upon society.
One of the most interesting is Stanford University, which has designed a Center for Social Innovation and even a
magazine dedicated to this. The social innovators within the university act in domains starting from public
schools, to medical bio-design and marginalized communities in India.
What is of further interest is the engagement Stanford University tries to create by involving the community and
worldwide social entrepreneurs into their programs. Moreover, as they believe in first-hand experience, biannual trips are organized around the world for students and member to get in touch with innovative
organizations.
Another example is Brown University, which created the Social Innovation Initiative, which concentrated on
four pillars: venture development, academic connections, campus activities and life beyond Brown. In this way,
the University tries to have a social impact by supporting new ventures but also educating the people and
creating the necessary infrastructure for them to become change makers.
Waterloo University in Canada is also one of the leading universities in terms of social innovation, organizing
structures like Waterloo Institute for Social Innovation and Resilience (WISIR), which is also part of a national
initiative that wants to foster social innovation, having the following objective: “in the next decade, the
university is committed to building a better future for Canada and the world by championing innovation and
collaboration to create solutions relevant to the needs of today and tomorrow.”
The importance of social innovation in higher education is not only a need perceived by students and academics,
but also at the European and worldwide level. OECD has developed a platform HE Innovate, which is designed
to be a self-assessment for universities regarding innovation and dynamics.
One of the most interesting example is University of Twente in Netherlands, which has developed impact
measurement tools in order to systematically assess the social impact it has, either we refer to the number of new
firms created, the number of jobs or funding.
This is of an utmost important, especially because measurement can emphasize the real function of an innovative
action and the way its objectives are fulfilled. This is and will be probably the most challenging aspect of
entrepreneurial and innovative universities.
Together with challenge, there will remain collaboration among the structures, among individual and institutions.
When these groups do not share a common vision and when the government institutions limit the power of the
education institutions to create innovative structures within their formal ones, it goes without saying that the
educational innovators are hard to find.
However, we argue that barriers can be surpassed and there is no better time than the present.
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3. Social Innovation in Hotel Industry

The need to satisfy continuously and promptly customer needs urges the travel and hotel industry quickly adapt
and change, to uphold the dynamic atmosphere of this part of the economy. In order to sustain the pace and the
inertia of the travel industry, innovative ideas and concepts must be created and implemented.
In the hotel industry, we can observe a variety of innovative ideas that may act as game changers. There are
various hotels around the world with different themes and focuses that try to attract customers through
innovation. The service industry is highly heterogeneous and includes a great variety of interesting, complex and
often highly innovative activities. These innovative concepts can arise from the simplest ideas up to fundamental
rethinking of active features of the industry.
According to an interview of The Huffington Post with Professor Kaye Chon, new ideas can come from
unexpected places. Chon describes a new concept created at his school, a hotel lounge that offers luggage
storage, showers and snacks to long-haul visitors who arrive in the morning (a common thing in Asia, where he's
based). Widely copied around the industry in our days, innovations like these are bound to become more
common as the travel business continues to grow.
Innovation in the hotel industry might have high social impact as well and attract or retain large customer
groups. The areas where innovation can take place and are measurable in the hotel industry are: technological
innovation, organizational innovation and human capital innovation
A technological innovation can be considered using alternative construction objects for serving as an
accommodation to travelers. A great example here is the use of Airplane fuselage and turning it to a hotel on the
ground. Another example, the Costa Verde resort in Costa Rica used an old Boeing 727, which was
decommissioned from service, as the base of an outstanding 300$ per night suit in the middle of a breath taking
area of the resort.
However, the main technological innovations in the hotel industry are considered to be in the communication
and computer networking.
Christopher Muller said on the Cornell Hospitality Research Summit: "We're not thinking about
where technology is going." However, the conference program showed otherwise. Huffingtonpost
underlined in reference to the conference that, “firms are utilizing Big Data-focused ideas to analyze
guest reviews, track preferences, drive mobile bookings and encourage people to travel more.”
These innovations serve to ease the booking process and the communication with the customer in both direct and
indirect ways.
The organizational innovation in the hotel industry shows the organizational capital changes. This kind of
innovation refers to the efficiency and effectiveness of the innovation, and how to manage and develop the
knowledge of the hotels’ top managers, when they confront a competitive environment.
Human capital innovation takes place through continuous trainings and collaboration with the employees,
motivation and devotion of the staff. Behind the innovation process lies the innovation management which helps to
elaborate a company strategy, which can design and implement the innovation into the daily processes of the hotels.
Nowadays, innovation in the hotel industry is critical and most probably is more important than the price factor,
as consumer reviews almost everything over the internet. Some innovations engage socially more than others.
For example, introduction of the holiday vouchers helped citizens of the issuing country to travel inbound and
use the vouchers for accommodation or touristic offers. These vouchers are in use in several countries, a good
example being Hungary.
As guests, usually we expect to have a great experience during a stay at a hotel, so the innovation factor is a very
important stage in the strategy building of the hotels, no matter how big or small the innovation is, it can have a
major effect on the overall experience of the customer.
However, social innovation within the hotel industry is not always ahead planned as a strategic move. However,
a well planed process on a larger scale will have greater results.
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Conclusion
The current paper emphasizes how social innovation occurs in the public sector and private sector, by providing
specific examples of innovations from higher education and hotel industry. The intention of the paper is not to
offer a comprehensive approach of social innovation in the selected sectors, but rather to enhance understanding
of the term thorough detailed successful practices. Social innovation is for sure a constant field of investigation
and further research will broaden the current understanding of the concept as well as shape its limitations.
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Abstract. Social entrepreneurship represents an emerging concept that draws the attention of both academia,
representatives of public institutions and practitioners. Its importance grew significantly over the last decade, more
and more specialists considering the need of a new vision on entrepreneurial sciences and business models
development. One of the main benefits of social enterprises consists in creating both social and economic value,
which establishes the premises for sustainable development of societies, people and economies in a harmonious way.
The present paper aims at identifying the main characteristics of social enterprises and then illustrating them by
means of a concrete case of a company -internationally successful- which could consist in a best practice example.
The main traits of a social enterprise are critically analyzed at a conceptual level and subsequently it is presented
how these abstract concepts can be concretely implemented in a company. The business model is depicted and the
possibilities of adjusting and applying some underlying principles in other fields are discussed.
Keywords: social entrepreneurship, best practice, business models, sustainable development.
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1. Introduction
The economic developments from recent years, which were highlighted within the broader context of the global
crisis, have contributed to the enhancement of social aspects, which started to play an important role both in
entrepreneurial and academic discourse. In times of corruption scandals, climate change, extreme poverty in
certain regions of the world, consolidation of the gap between the rich and the poor, financial excesses and
abuses, the public debate focuses on the responsibility of companies to create also collective wealth and to
commit to a social mission (Agoston, 2009; Pless, 2012; Skillen, 2008). On one hand side existing companies
should change their attitude towards their role in society and on the other hand decision makers should actively
engage to support social entrepreneurship by developing a proper legal, economic and political framework.
Short et al. (2009) conducted a review of the scientific literature and identified only 152 articles on social
entrepreneurship, the first one being released in 1991. A more recent study on articles indexed in Thomson
Reuters ISI Web of Knowledge during the period 1966‐2014 conducted by Paunescu (2014) reveals that 65% of
the articles which contain “Social Entrepreneurship” in title appeared in the period 2009-2014. The
aforementioned figures indicate the potential of this research field and point to the impact of social
entrepreneurship in future societal structures.
After presenting some reasons and data which show the increasing importance of the research field, the author
proceeds to depict the main features of social enterprises and by means of two best practice models, Dialogue in
the Dark and Discovering Hands, provides a good example of how social enterprises can achieve simultaneously
economic and social goals and thereby contribute to sustainable development.
2. The concept of social entrepreneurship
The emerging field of social entrepreneurship has given rise to numerous definitions (Dufays and Huybrechts,
2014) and the lack of unity while setting the conceptual boundaries of the field shows that academic community
still crosses a theory building phase. Alongside studies which aim at defining social entrepreneurship, many
researches try to identify what it is not and emphasize the differences between classical and social
entrepreneurship (Dufays and Huybrechts, 2014; Lumpkin et al., 2013).
Compared to business enterprises in social enterprises the most distinguished emphasis is placed on the social
mission and not on financial wealth creation which is considered just a means to an end (Dacin et al., 2011; Jiao,
2011; Peredo and McLean, 2006).
Another defining feature of social enterprises refers to the involvement of the target group in finding solutions to
the problems they are affected by. In general, social enterprises do not aim at offering short-term solutions, but at
developing sustainable programs and projects, which help the target group to identify potential qualities of its
members and transform them into added value for society and for themselves.
Social entrepreneurs identify social problems and try to address them using innovative methods (Robinson et al.,
2009). The idea of social innovation when satisfying social needs and adding value to society is also central to
social business (Mulgan et al., 2007; Parente et al., 2014). Seelos and Mair (2012) draw the attention to the
necessity of continuous innovation and treating innovation as an ongoing business process not as an outcome.
Social enterprises act as hybrid-organizations which embed both profit and non-profit elements. This
characteristic applies also to their financing sources: they rely on earned income as well as on sponsoring, public
financing and engagement of civil society- mostly in form of volunteer work (Gardin, 2006; Lepoutre et al.,
2013; Tracey et al., 2011). In some countries have been developed specific legal forms for social enterprises,
which grant them certain economic facilities, including sometimes a lower rate of taxation. One important
condition in order to maintain the status of social enterprise is represented by the reinvestment of profits in order
to maximize the social output (Defourny, 2001; Laville and Nyssens, 2001).
The critics of social enterprises address quite often the lack of professionalism and of financial independence.
Next section of this paper presents two best practice models, which embed many of the aforementioned
characteristics of social enterprises and proved also economic sustainability.
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3. Best practice models of social enterprises
Best practice is a method of presenting an organization which achieves very good results and can serve as an
inspirational model for others. The author considers that in the field of social entrepreneurship the exchange of
good practices should be fostered. Therefore, the traits of social enterprises are illustrated on the example of two
organizations, Dialogue in the Dark (www.dialog-im-dunkeln.de) and Discovering Hands (www.discoveringhands.de) and the business model is briefly discussed. Data about the two organizations were obtained from
online research, workshops and seminars on social entrepreneurship and direct observation.
Dialogue in the Dark is a place which offers the chance that sighted and non-sighted people encounter. The
founder, Dr. Andreas Heinecke, developed in 1988 the idea of an exhibition where no light sources exist and
people have the opportunity to discover the unknown world of blind people by participating at tours (60-80
minutes) guided by blind people, who put the visitors into daily life situations faced also by non-sighted people.
The project was initially publicly funded and soon transformed into a successful self sustainable social
enterprise, Dialogue Social Enterprise, with its headquarters in Germany.
The social mission unfolds on two directions: first of all, it creates jobs for over 8.000 blind people worldwide
and integrates them in society. Secondly, it raises awareness, tolerance and respect for the socially less
advantaged category of disabled people: over 8 Mill. people visited the exhibitions in over 30 countries in the
last 25 years and discussed most sensitive and personal issues with the tour guides. Social innovation is created
by exploiting the potential of blind people, who become ambassadors of a culture without images. Unsighted
people are not receivers of social aid, but creators of social value and impact and their deficit turns into potential.
The resources of the social enterprise are various: sales of tickets to various exhibitions, participation fees to
training and development programs, financial and non-financial support of international partners such as
companies from various fields which offer their expertise, networks for social entrepreneurship, public
institutions etc.
The business model developed mainly on the base of social franchise and temporary or permanent exhibitions
were opened in more than 170 cities worldwide. Some of these exhibitions are sustained by private investors,
others by blind associations, government, museums or are the results of the CSR activity of companies (Dialogue
Social Enterprise, 2014). The development model included also the enlargement of the portfolio with training
and coaching programs, team building workshops, leadership trainings developed by blind trainers and which
aim at improving certain skills of employees. The concepts dinner and brunch in the dark were introduced along
with organization of events for schools, universities, family events, thematic evenings and parties etc. Following
the idea of dialogue and bridging people the concepts Dialogue in Silence and Dialogue with the time were
developed. Dialogue in Silence could follow a similar developing schema as Dialogue in the Dark, the focus
being directed on deaf persons. Dialogue with the time runs as exhibition and elderly people are tour guides and
speak about growing old, challenges and opportunities of exploiting potential based on their own experience.
The following diagram depicts the main traits of social enterprises exemplified within the two successful social
companies.
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Figure 1.Traits of Social Enterprises exemplified on two successful organizations

Source: own illustration.

The business idea of Discovering Hands (German company) is based on the early diagnosis of breast cancer
based on the very developed tactile sense of visually impaired people. According to scientific research this noninvasive investigation method is more efficient than conducted by doctors, even very small tumors being
detected. It is especially recommended to young women, to whom routine mammograms are not offered. The
social target group is represented also in this case by visually impaired people whose weaknesses are turned into
potential by using social innovation. They are trained within a nine-month program how to use a standardized
diagnostic method for examining the female breast; seminars on communication and breast-psychology and
administrative tasks are also offered. Afterwards they work in medical practices or as freelancers. The
examination is paid either directly by patient or by the insurance company- so far there are agreements with six
insurance funds in Germany. Around 20 blind women are involved in Germany in this program and 10.000
examinations have been carried out so far. The resources have also in the case of Discovering Hands a hybrid
source: they come either from the consultation fee (around 47 EUR), from sponsors or other related sponsoring
programs, donation from foundations, prizes etc. The program is also supported by the Regional Health
Ministry. The scaling plans include the development of a social franchise in at least 3-4 countries in the next 5
years (the first one being Austria) and the development of the MTEs, of participating medical practices and
health companies network (Medical Tactile Examiners).
5. Conclusions
Besides some questions occurred within the global contexts of the last years, are there any other reasons which
lie behind the development of social entrepreneurship? Classical entrepreneurial theories limit the function of
companies to the creation of financial wealth and profit maximization. Layard (2005) shows that classical
production, consumption and business models lead indeed to the increase of material wealth. On the other hand
side the same author argues that the aforementioned models failed at increasing the perceived happiness feeling
of people. Does this paradox, which lays at the heart of our lives along with other factors trigger a paradigm
shift? Do we face some major changes that will transform the social and economic landscape? All these
questions remain still open, but a fact is that both economic agents and society members are more aware of the
underlying principles of social entrepreneurship.
A new form of capitalism is emerging, which places more value on social outcome and responsibility. Many
barriers have to be overcome, especially psychical ones. Social entrepreneurship emerges as a response to social
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needs and developments and there is need to foster start-ups and social enterprises, but also to invest in programs
with impact on mind-sets and mentalities.
Social entrepreneurs still have to face many critics and abolish preconceptions, but there are already many
examples of successful, professionally run and sustainable companies. The two cases presented within this paper
offer a very good example of sustainable business with scaling potential, which exhibit in the same time the main
traits of social enterprises described in the literature.
Acknowledgements
„This paper was co-financed from the European Social Fund, through the Sectorial Operational Programme
Human Resources Development 2007-2013, project number POSDRU/159/1.5/S/138907 "Excellence in
scientific interdisciplinary research, doctoral and postdoctoral, in the economic, social and medical fields EXCELIS", coordinator The Bucharest University of Economic Studies”.

References
Agoston, S. (2009). „New management theories – An alternative to the current crisis?”, Review of International Comparative
Management, Vol. 10, No. 2, pp. 1299-1306
Dacin, M.T., Dacin, P.A., Tracey, P. (2011). “Social entrepreneurship: A critique and future directions”, Organization
Science, Vol. 22, No. 5, pp. 1203-1213
Defourny, J. (2001). “From Third Sector to Social Enterprise”, in Borzaga, C. and Defourny, J. (Eds.), The Emergence of
Social Enterprise, Routledge, London, pp. 1-28
Dufays, F., Huybrechts, B. (2014). “Connecting the Dots for Social Value: A Review on Social Networks and Social
Entrepreneurship”, Journal of Social Entrepreneurship, Vol. 5, No. 2, pp. 214-237
Gardin, L. (2006). “A variety of resource mixes inside social enterprises” in Nyssens, M. (Ed.), Social enterprise – at the
crossroads of market, public policies and civil society, Routledge, London, pp. 111-136
Jiao, H. (2011). „A conceptual model for social entrepreneurship directed toward social impact on society”, Social Enterprise
Journal, Vol. 7, No. 2, pp. 130-149
Laville, J., Nyssens, M. (2001). “The Social Enterprise: Toward A Theoretical Approach” in Borzaga, C., Defourny, J.
(Eds.), The Emergence of Social Enterprise, Routledge, London, pp. 312-332
Layard, R. (2005). Happiness: Lessons from a New Science, Penguin Books, London
Lepoutre, J., Justo, R., Terjesen, S., Bosma, N. (2013). “Designing a global standardized methodology for measuring social
entrepreneurship activity: the Global Entrepreneurship Monitor social entrepreneurship study”, Small Business
Economics, Vol. 40, No. 3, pp. 693-714
Lumpkin, G., Moss, T., Gras, D., Kato, S. and Amezcua, A. (2013). “Entrepreneurial Processes in Social Contexts: How Are
They Different, If at All?”,Small Business Economics, Vol. 40, No. 3, pp. 761-783
Mulgan, G., Tucker, S., Rushanara, A., Sanders, B. (2007). Social Innovation. What it is, why it matters and how it can be
accelerated, Skoll Centre for Social Entrepreneurship, Oxford
Parente, C., Lopes, A., Marcos, V. (2014). “Social Entrepreneurship Profiles: Lessons from Organizational and Management
Dynamics”, Journal of Social Entrepreneurship, Vol. 5, No. 1, pp. 22-41
Paunescu, C. (2014). “Current trends in social innovation research: social capital, corporate social responsibility, impact
measurement”, Management &Marketing. Challenges for the Knowledge Society, Vol. 9, No. 2, pp. 105‐118
Peredo, A., McLean, M. (2006). „Social Entrepreneurship: A Critical Review of the Concept”, Journal of World Business, Vol.
41, No. 1, pp. 56-65
Pless, N. (2012). “Social Entrepreneurship in Theory and Practice”, Journal of Business Ethics, Vol. 111, No. 3, pp. 317-320
Robinson, J., Mair, J., Hockerts, K. (Eds.) (2009) International Perspectives of Social Entrepreneurship, Palgrave, London
Seelos, C., Mair, J. (2012). “Innovation Is Not the Holy Grail”, Stanford Social Innovation Review, Fall 2012, pp. 45-49
Short, J.C., Moss, T., Lumpkin, G. (2009). “Research in social entrepreneurship: Past contributions and future
opportunities”, Strategic Entrepreneurship Journal, Vol. 3, No. 2, pp. 161-194
Skillen, J. (2008). Is the economic crisis a moral issue?, Capital Commentary of the Center for Public Justice, available at:
www.cpjustice.org, accessed April 25th, 2009
Tracey, P., Phillips, N., Jarvis, O. (2011). “Bridging institutional entrepreneurship and the creation of new organizational
forms”, Organization Science, Vol. 22, No. 1 pp. 60-80
Dialogue Social Enterprise (2013). Annual results and social impact- 2013, Germany
*** http://www.dialog-im-dunkeln.de/de, accessed during June 2014
*** http://www.discovering-hands.de/, accessed during June 2014

DEVELOPING SOCIAL ENTERPRISE MODELS
BY MEANS OF BUSINESS CANVAS
Marta Christina SUCIU
Bucharest University of Economic Studies, Romania
cmarta50@gmail.com
Simona Irina AGOSTON
Bucharest University of Economic Studies, Romania
simona.agoston@yahoo.com
Mina FANEA-IVANOVICI
Bucharest University of Economic Studies, Romania
mina_ivanovici@yahoo.com
Abstract. The present paper aims to establish a link between two emerging concepts: social entrepreneurship and
business canvas. The concept of social entrepreneurship raised the attention of both academia and practitioners by
triggering fierce debates about the scope, core values and outputs of businesses. On the other hand side, the concept
of business canvas gained more and more importance in practice in the last years due to its flexibility, easy
implementation and capacity to illustrate the potential of a business in a nutshell. The paper is structured into three
main parts: firstly, it is provided a brief introduction on the main features of social entrepreneurship. Secondly the
business model canvas is presented and critically analyzed. In the third part the authors try to implement the business
model canvas in the case of a social business by adapting and amending it in order to meet the needs of a social
enterprise irrespective of its stage of development. The resulted business canvas, customized for social businesses,
could be useful when developing a prototype or a growth model for a social enterprise.
Keywords: social entrepreneurship, business canvas, business model development, social enterprise.
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1. Introduction
The concept of Social Entrepreneurship is not a very new one, but its importance increased significantly on
academic and practical level since Muhammad Yunus received in 2006 the Nobel Peace Prize for the
Microcredit Theory. Despite the increasing interest for this topic there is no unitary definition for social
entrepreneurship, the scientific community being in a theory building stage (Dacin et al., 2011; Jiao, 2011;
Lehner and Kansikas, 2013; Short et al., 2009).
Elements such as vision, creativity, capacity of taking risks, innovation, opportunity exploitation, sustainability
appear also within social entrepreneurship, the main difference between social and classical entrepreneurship
consisting in the emphasis placed on the social mission of the business, which plays the central, primordial role
in a social enterprise. In social businesses financial wealth creation is considered just a means to an end (Certo
and Miller, 2008; Dacin et al., 2011; Jiao, 2011; Peredo and McLean, 2006).
Another defining trait of social enterprises refers to the engagement of the target group in the resolution of the
problem they are affected by (Gidron, 2014). Many social enterprises follow the principle “Helping others to
help themselves” by creating and providing a special framework where socially disadvantaged people can, in
most of the cases initially with external specialized support, discover and develop some “hidden”, very specific
skills and consequently exploiting them in order to create social added value. Therefore, on one hand side,
making use of social innovation (Mulgan et al., 2007; Nicholls and Murdock, 2012; Seelos and Mair, 2012)
some disadvantages are transformed into advantages and business potential and on the other hand side the
members of the target group overcome their problem in a sustainable way which offers them independency, self
confidence and long term perspectives.
Social enterprises embed both profit and non-profit elements regarding their financing sources. In many cases
there is a mix between earned income, public funding and private funding. Due to the fact that most of social
enterprises are not 100% self sustainable, many social entrepreneurs participate at various pitches and ideas
competitions organized by private companies, foundations, investment funds, governmental institutions,
international organizations etc. When struggling to find financing for their business they are in various stages of
development: either in a start-up phase or in a development or scaling stage. In order to present the business idea
in a nutshell without missing the key points and to provide a comprehensive overview of the business, often they
make use of graphical representations of the business concept, such as business canvas or lean canvas. Some of
them are more suitable for social business as they embed some elements which are specific for this sector.
After briefly introducing the concepts of business versus lean canvas the present paper aims at providing an
example of how lean canvas can be concretely used in the specific case of a social company: Homeless people
show their Berlin. Some shortcomings of the canvas are identified and the introduction of some new sections in
the graphical depiction is motivated.
2. Business versus Lean Canvas
Business Model Canvas represents the operations’ description for a business illustrated on a single sheet.
Business Model Canvas was initially developed by Alexander Osterwalder and represents a popular visual
design tool used by practitioners. It allows one to describe, design, innovate, pivot and develop his business
model (Osterwalder and Pigneur, 2009).
It can be noted some academic attempts to conceptually power the Business Model Canvas, such as the Business
Model Ontology developed by Upward (2013).
Business Model Canvas gained popularity among entrepreneurs as it exhibits several important advantages. First
of all, it delivers in a comprehensive way the summary of a business. This is very important for presentations in
front of potential investors, as in a first stage they lack time to follow and understand the details of extensive
business plans. Secondly, it offers to its author the possibility to systemize his ideas and improve them while
conceiving the Business Model Canvas. Thirdly, due to its flexible graphical structure, one can highlight changes
occurred during various stages of business development, from idea creation to implementation and development
and follow the consequences triggered by these modifications in other related business areas.
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As it results from the next illustration, Business Model Canvas consists in nine basic building blocks, which
cover the main areas of a business: customer segments, value propositions, channels, customer relationship,
revenue streams, key resources, key activities, key partnerships, cost structure. According to its creators, the
business model canvas depicts the rationale how an enterprise plans to make profit (Osterwalder and Pigneur,
2009). In the following graphical representation it is explained which topics are covered by each of the nine
building blocks, as well as the questions which should be answered in each segment.
Figure 1. The Business Model Canvas

Source: https://strategyzer.com/canvas, accessed May 15th 2014

Given the structure of the aforementioned Business Model Canvas we consider it more suitable for developing or
solving specific issues in established businesses. As stated by its creators, Business Model Canvas is mainly
focused on profit businesses as it presents the rationale of earning profits. As social enterprises have also other
objectives besides profit earning and are based on distinct assumptions compared to profit businesses, some
important blocks are still missing from the Business Model Canvas in order to make it a valuable tool for social
enterprises. Practitioners also consider that Business Model Canvas is more suitable for the development of
existing businesses rather than for start-ups or business at an early stage of development.
Ash Maurya adapted the Business Model Canvas and the Lean Canvas resulted (see Figure 2). According to its
author (2012) the Lean Canvas is recommended for start-ups, it is as actionable as possible and it is designed
rather for entrepreneurs than for consultants, customers, advisors, or investors. However it can be used also for
external presentations. Due to some blocks which were introduced by Ash Maurya the Lean Canvas achieves
much better its purpose in the case of social enterprises.
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Figure 2. The Lean Canvas

Source: http://practicetrumpstheory.com/why-lean-canvas/, accessed May 20th 2014

The main difference between Business Model Canvas and Lean Canvas consists in the replacement of boxes. The
boxes Problem, Solution, Unfair Advantage and Key Metrics were introduced. The first boxes begin with the
understanding and definition of problem(s) and identification of possible solutions. A special mention is made to
existing alternatives- how the problem is solved, even if partially, today. Maurya considers it crucial to capture the
right problem, because many businesses fail building the wrong product/service. Identification of problems and
solutions represents also the starting point for social enterprises. Next block refers to key metrics. In the case of
social enterprises they can be financial and non-financial and they should assess also the social impact. Unfair
advantage represents actually the competitive advantages, the particularities that cannot be easily copied by
competitors. For the social business sector the importance of this block is debatable, because social entrepreneurs
should rather cooperate in order to address some social challenges than compete against each other.
The boxes Key Partners, Key Activities, Key Resources and Customer Relationship were eliminated. With some
exceptions it is a waste of time to establish key partnerships from the very early stages. The Key activities can be
derived from the solution box, while Key resources are aligned more closely with Unfair Advantage. Customer
Relationship issue seems captured by the existing Channels box.
Boxes such as Unique Value Proposition, Channels, Customer Segments, Cost structure and Revenue Streams
are kept. The Unique Value Proposition consists in a single clear and appealing message that converts a visitor
into a customer. The subsection High-level concept was added which leads to a better understanding of the startup by establishing analogies with existing businesses. Channels refer to the ways how you reach your customers
and the block Customer Segment was amended by Early Adopters which highlight characteristics of ideal
customers. The last two boxes are essential for the success of the business and comprise fixed and variable costs,
respectively the sources of revenue.
Main critics of the Lean Canvas refer to the lack of mention to the risks involved (which could replace the box
Unfair advantage) and the scaling possibilities. Even if in an early stage of development the idea of scaling should
be considered and especially at the beginning the risks are quite high and should be emphasized. In the case of
social enterprises we miss at least one subsection specifically dedicated to the assessment of social impact.
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3. Homeless people show their Berlin
This section of the paper provides an example on how Lean Canvas can be applied in the case of a social business,
Homeless people show their Berlin (Obdachlose zeigen Ihr Berlin), which runs in the German capital city. Similar
initiatives are noted in several European cities. The business model consists in training homeless or formerly
homeless people and developing with their support city tours. They present the city through their own lenses and
offer to the inhabitants new perspectives on older sites and to tourists an “alternative” way of discovering the main
urban attractions. Currently there are offered two different tours in Berlin and the business plan of Querstadtein is
one of the winners of several competitions, such as Engagement Price, Startsocial and Social Impact Lab
(http://querstadtein.org/de/, 2014). The information used for the case study was obtained through bibliographic
research, direct observation and discussions conducted with the founders of Querstadtein, to whom we address
special thanks. It has to be mentioned that Querstadtein is a project of Stadtsichten e.V., a registered non-profit
association based in Berlin. However, within this paper we considered the case of a social business, which aims at
being self sustainable on the long term and which might represent a viable option for the project in the future.
In the following diagram it is presented how the authors of the present paper applied the Lean Canvas in the
concrete case of the abovementioned social enterprise.
The problem is twofold: on one hand side it is difficult to (re)integrate homeless people in society: they lack selfconfidence, are skeptic and inertial in many cases and also receivers of social aid – under various forms including
the financial one. On the other hand side one would face the reserve of society members, who treat homeless people
through their preconception lenses and avoid contact with them. Therefore, the business tackles both the problem of
integration of homeless people (who are very numerous in Berlin) and the gap between social classes.
The solution proposed consists in designing and providing city tours conducted by (formerly) homeless persons
who present a new “face” of the city according to their experience on the street. The existing alternatives address
indirectly just one facet of the problem: there are in Berlin social workers who keep the contact with the formerly
homeless people, there are shelters, there are other initiatives such as magazines sold by homeless people, a
“Cold bus” which runs during winter and provide them with help and supplies, places where they receive
medical help or food, etc. But none of these initiatives actively helps homeless people to reintegrate in society,
diminish the gap between them and “the rest”, promote exchange, facilitate encounter and raise awareness.
Figure 3. The Lean Canvas applied in a social enterprise

Source: self illustration.
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The key metrics refer in our case both to financial indicators (e.g. income obtained by selling the tours, ratio
earned income/ income from other sources) and to the social impact achieved (e.g. number of tours, number of
tour participants, diversity of tours, number of homeless people employed or engaged in the project etc.).
The unique value proposition could be formulated as following: Discover the city from another perspective and
get to know the people next to you. Homeless people might surprise you with their life stories! The high level
concept could rely on analogies with other thematic tours, such as gay tours (run by gay persons) or elderly tours
run by elderly people which present challenges, entertainment possibilities etc. for people aged 70+.
It is challenging to identify the unfair advantages, but we consider that it refers to the identification and training
of (formerly) homeless people, who are able to make the tour and reliable enough to offer stability to the
business. The tours organized by Querstadtein offer a unique experience, opening a gate to a “new world” and
are not comparable with any classical sightseeing tours. The tourists get to know a “world” which might raise
one’s interest, but which is not very accessible in the daily life.
The channels used to communicate with potential customers should not contribute significantly to the increase of
expenses. They could consist in ads on the official touristic sites of Berlin (considering the objective of the
business, free ads could be requested), introduction in the catalogue with recommended city tours for schools,
universities etc., distribution of flyers in targeted places (e.g. schools, elderly residences, neighborhood meeting
points etc.). Online media such as Facebook or Twitter should be also used. Press releases raised awareness
about the project and word of mouth played also an important role. Some travel agencies or specialized
publishing houses which release guidebooks could be approached in order to introduce the tours in their
offer/publication (e.g. Lonely Planet).
The customer segments include inhabitants of Berlin, who want to discover the city from another perspective,
school classes and students (especially of study areas such as sociology, psychology, social work, pedagogy
etc.), social workers, who want to better understand the people they work with, researchers, who conduct studies
in related areas, politicians and public servants, who design and develop programs for homeless people, tourists,
who are in search of alternative ways to discover Berlin, representatives of NGOs, which activate in this sector
etc. The early adopters could be representatives of municipality, school classes, students from certain study
areas, people with an alternative lifestyle. All these categories could further help promoting the business by
spreading the news about it.
The cost structure embeds mainly the following categories: fix costs (such as office), fees of the tour guides,
salaries of the employees (project manager, marketing specialist, trainer of the tour guides, psychologist etc.),
promotional and presentation materials, fees of other consultants (such as accountant, jurist etc.).
The main revenue streams consist in: revenues out of sales of tickets, financing from local authorities,
scholarships, prizes and other funding offered to social entrepreneurs by state and other companies, sponsoring
from companies.
As mentioned in the previous section, Lean Canvas misses the scaling possibilities, which should represent from
early stages a concern for entrepreneurs. Because of space restriction the scaling opportunities in our case will be
presented bellow, without introducing them in the diagram. In the case of a social business scaling refers to the
development of the business model as well as to extension of social impact. Homeless show you their city could
develop by introducing tours in other foreign language, such as English, which would make it more accessible
for foreign tourists. The possibility of creating a social franchise should be also considered: in all big cities live
many homeless people who face similar problems. Thematic tours could be designed on various topics which
affect their life (e.g. park tours, shopping on a low budget, relation with animals, underground tours, winter
tours, night tours etc.). Other types of encounters could be developed such as training programs or team building
programs for various organizations based on the skills and life experience of (formerly) homeless people. In
order to maximize the social impact the (formerly) homeless tour guides could deliver presentations in shelters in
front of other homeless people, give them hope and motivate them through their personal example.
Collaborations with other organizations which offer support in areas affected by disasters (war, natural
calamities etc.), where cities were partially destroyed and people need immediate solutions to survive on streets
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at least for a limited period of time, could be also considered. Homeless people could provide useful tips and
tricks.
Other important category which is not emphasized on Lean Canvas refers to risks. In our case the main risk
refers to the collaboration and investment made in a tour guide who would quit after a short period of time
because of some changes in his unpredictable life.
4. Conclusions
After introducing the concept of Social Enterprise the present paper briefly presented two canvases which are
widely spread among practitioners: Business Model Canvas and Lean Canvas. The main sections of both
diagrams are depicted and it is justified the selection of Lean Canvas for our practical example. The Lean Canvas
is critically assessed and it is recommended to differentiate in the case of social enterprises between business and
social key metrics. Another recommendation refers to the introduction of two new blocks: one related to the risks
and the other one related to the scaling possibilities. Further, the present paper aimed at presenting from a critical
perspective how an adapted Lean Canvas can be used in the concrete case of a social enterprise, namely
Homeless people show their Berlin.
The implementation of the adapted form of Lean Canvas in social enterprises is highly recommended not just for
internal use (structuring of the business idea), but also for presentations in front of juries and potential investors.
There are signals that the positive trend identified in the last period of time will continue and the number and
importance of social business will increase in the next years. This fact calls not just for a proper legal, economic
and social framework and targeted funding programs, but also for specialized managerial tools and instruments
developed for their specific characteristics. The development of these tools might rely on existing ones which are
successfully implemented in profit businesses or they could be completely newly invented. In the present paper
an existing tool was adapted and adjusted in order to meet the needs of a social enterprise and its implementation
was exemplified on the organization Homeless people show their Berlin.
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Abstract. Corporate social responsibility (CSR) potential of making positive and significant contributions to the
development of society and businesses is starting to be recognized by different organizations. Companies are
beginning to realize the benefits rose through strategic CSR. The increasing attention to CSR is based on its
capability to influence firms’ performance. This study focuses on Romanian economy, especially listed companies in
Romania by comparing the financial performance of companies that adopt strategic CSR from non CSR companies.
Using a sample of 68 quoted companies in Romania on the Bucharest Stock Exchange (BSE) this study examines the
impact of CSR activities on financial performance (FP) measured through market performance ratios, particularly
earnings per share (EPS) between the years 2008 and 2011. The empirical results show that CSR has a positive and
significant relationship with FP. These results support previous empirical findings, respectively a positive and
statistically significant impact of CSR on FP.
Keywords: Corporate Social Responsibility, Financial Performance, Romania, panel data regression model.
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1. Introduction
Academic researchers, scholars, and different organizations increased their attention towards business and their
effects on society, environment, employees, etc. The role of business is to maximize shareholder’ wealth, but a
business without a society cannot exist and a society without a business cannot survive (Singh, 2010). Therefore,
the effects and business role have been labeled with Corporate Social Responsibility (hereinafter CSR).Business
decision makers such as managers and large shareholders that participate at a company social capital have been
frequently criticized regarding their only goal of maximizing the company value and not taking into consideration
the wider sides of corporate strategy or the interests of other stakeholders (e.g. supplier, environment, customers,
employees, etc.). Managers seem to realize that the value maximization (e.g. brand value, image value, market
value, etc.) should be a primer objective by allocating efficiently their company resources. Maximizing the
company profit or increasing the market share should be no longer a business focus (Jenkins, 2005). In the last two
decades has been observed a change in the nature of the three-sided relationship within companies, State, and
society (Edenkamp, 2002). These turns of events have compelled companies to put serious efforts into a wide range
of CSR practices, also mentioned as Corporate Social Performance (hereinafter CSP).
The CSR movement is spreading rapidly over the world and in recent years a large amount of methods and
frameworks have been developed. Researchers continue to debate regarding the legitimacy and the company
value in relation with CSR practices (Tsoutsoura, 2004; McWilliams and Siegel, 2001). Whether CSP is a
success or not is still being studied and judged by stakeholders - mainly investors, employees, consumers, and by
the communities where the companies operate. Therefore, companies need to correlate their interests and to
improve upon non-fiscal domains like human rights, environment, corporate contributions, community
development, and workplace issues. Increased competitive pressures for companies over the past few decades
have triggered the experts to examine the value and magnitude of their CSR practices on companies financial
performance (hereinafter FP). Moreover, regardless of emergent involvement in CSR, a shadow of doubt
continue to exist if such initiatives could potentially lead to a better financial performance by companies and a
source of continuous competitive advantage (Dusuki and Dar, 2005).
Thus, the present study analyzes the companies FP from Romania in relation with CSR. Therefore, was tried to
determine the impact of CSR on company FP if whether CSR leads to a positive or negative effect on company’s
FP using empirical estimation for a sample of 68 companies. The period studied is between 2008 and 2011 and
the data was collected from the Bucharest Stock Exchange (hereinafter BSE).
After a brief review regarding the literature on CSR, CSR benefits, and the link between CSR and FP, this paper
continues with methodology where the variables used in the empirical model are described, as well as the
regression model. Then, the regression results are discussed and finally the conclusion of current study is
presented, along with some further research.
2. Literature review on corporate social responsibility
An increased interest has been shown in the last decade on socially responsible issues and activities, supported
by the fact that almost half of the Fortune 1000 companies published sustainability reports such as: CSR reports,
Corporate Governance reports, ethics reports and so on. A large number of companies understood the importance
of CSR practices and realized their impact on company’s performance, therefore they started to incorporate CSR
guidelines into all their businesses strategies (Porter and Kramer, 2002).In the literature on CSR there are still
long disputes regarding the authenticity and consideration of corporate responses in regard to FP concerns due to
increased awareness between shareholders, analysts, regulators, labor unions, employees, community, and news
media. Management and academicians are trying to distinguish who is gaining from and who sustained the costs
of social responsibility activities and until what extent companies will unexpectedly deal with significant societal
issues (Tsoutsoura, 2004).
CSR has been the center of discussion since the 1950s regarding a coherent definition which is still missing.
However, the role and scope of CSR continue to gain momentum even nowadays. Hill (2006) has defined CSR
as being a set of practices that outline good management or business practices, transparency, and company’s
disclosure. This has led into increased and growing expectations of business transparency from corporate sector.
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Researchers have given different opinions regarding a company reasons to become an ethical one, to adopt CSR
practices, and to implement CSR practices into their core business. The CSR practices and the link with companies
FP become the point of tension in the literature on CSR because of the extra costs that fall on the company’s profits.
Friedman (1970) and other neoclassical economists argued that the only social responsibility of a company is to
maximize shareholder wealth. Firms incur extra costs to be socially responsible and these costs may exceed
companies’ benefits, resulting in a reduced profit as well as the shareholder wealth, thus causing a competitive
disadvantage (Waddock and Graves, 1997).On the positive side, Freeman (1984) underlines that stakeholders (e.g.
customers, employees, suppliers, communities, etc.) are important for a company performance and competitive
advantage and by meeting their socially expectations would lead the company through a socially responsible
behaviour to a path of continuous profitable operations and maximizing shareholder wealth (Clarkson, 1995).
Since FP is important for any company survival and growth, several scholars and experts have suggested that all
forms of CSR activities should be associated with the core competencies of the company. Being socially
responsible, companies can create more efficient and sustainable contributions to the society while, at the same
time, fulfil their economic objectives (Porter and Kramer, 2002). In Drucker’s (2001) view, companies should
attempt to ‘turn a social problem into economic opportunity and economic benefit, into productive capacity, into
human competence, into well-paid jobs, and into wealth’.
Rationale behind strategic CSR
CSR has become an important aspect in strategic decision making of a company through which the reputation is
built. A company reputation has become the most valuable asset of any company. CSR initiatives can contribute
to reputational advantages for a company and enhance the brand value (McWilliams and Siegel, 2000), can act
as an insurance policy against negative events for a company (Simionescu and Dumitrescu, 2014), and can lead
to competitive advantage (Porter and Kramer, 2002).
Empirical results between CSR to FP
The positive correlation between CSR and FP shows that a company’s explicit costs are opposite to the hidden
costs of stakeholders. In other words, if there are taken into consideration stakeholders satisfaction and their
socially expectations (e.g. environment, employees, customers, etc.), the cost supported by the company through
CSR practices would be exceeded by benefits (Porter and Kramer, 2002). This implies that if CSR is treated
seriously, would result in increased costs to competitiveness and decrease the hidden costs of stakeholders.
The researches that empirically tested the relation between CSR and FP found a positive and statistically
significant relation (Stanwick and Stanwick, 1998), whereas McWilliams and Siegel (2000), found either no
relationship or mixed results. Waddock and Graves (1997), found in their study a negative relationship.
Although, the relation between FP-CSR has been tested by many researchers, still the empirical evidence is a
without a clear answer. The differences observed in findings across different papers do not necessarily reveal
mistakes or inaccuracies, but most often are differences in observation periods, firm’s samples, different measures
of corporate performance, and methodological approaches in the empirical models, inappropriate definition of key
terms, and deficiencies in the empirical databases currently available (Ullmann, 1985), failure to control for
economic activity of companies, the use of one or only of a few measures of FP (Tsoutsoura, 2004).
The main focus of this paper is to assess the quoted companies in Romania on the BSE regarding the relation
between CSR and FP. In order to get a clearer picture the following hypotheses are made:
H0 : CSR has a positive impact on FP;
H1 : CSR has a negative impact on FP.
3. Data and research methodology
Sample selection procedure and definition of variables
Our initial sample comprised all the companies listed on the BSE, at the three tiers, over the period 2008-2011.
However, we have dropped from our sample the credit institutions, the financial investment companies, as well
the financial investments services companies. Therefore, our final sample included 68 companies, with the
exception of the year 2008, when there remained 67 companies.
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Measuring financial performance within literature is not yet a consensus regarding which measurements to
apply: accountable or market ratios. There are points of view that considered more accurate accounting ratios to
be used in measuring financial performance since these cannot be handled by managers (McGuire et al., 1986).
However, there are studies within market ratios were employed since these measures reflect the present value of
the company (Hillman and Keim, 2001). We have employed EPS as measure of market performance, as well as
key driver of share prices, which shows the portion of a company’s earnings allocated to each outstanding share
of common stock. EPS was computed as the ratio between net income and outstanding shares, thus reflecting the
company’s profitability per unit of shareholder ownership. As regards CSR, there was not found yet an
appropriate measure for it and often within empirical estimations was considered whether as dummy variable or
as proxy variable. Thus, in order to measure CSR we have considered a dummy variable which equals to 1 if a
firm has engaged in CSR and 0 otherwise (McWilliams and Siegel, 2000).
Furthermore, we will employ several control variables for size, risk, and firm tenure. Therefore, we will use the
total sales (TS) and the total number of employees (EMPL) as proxy for firm size (Cowen et al., 1987; Waddock
and Graves, 1997; Stanwick and Stanwick, 1998; McWilliams and Siegel, 2000) since smaller firms may not
exhibit socially responsible behaviors as do larger firms. Likewise, larger firms get a high level of consideration
from the general public, which may, in turn, embolden the firms to have a higher level of CSR. As a proxy for
the riskiness of a company, we use financial leverage (LEV) as the debt to total assets ratio (Ullmann, 1985;
Graves and Waddock, 1994; Waddock and Graves, 1997; Mahoney and Roberts, 2007), taking into account that
institutional investors consider low-corporate social performance firms to be riskier investments. According to
Graves and Waddock (1994), the risk arises, inter alia, from potential costly penalties as a consequence of
adverse legislative or regulatory actions, judicial decisions, or consumer retaliation. We will use the number of
years since listing on the BSE (YEARS) as measure of company’s tenure.
Empirical framework
In order to empirically investigate the relationship between CSR and FP, we will employ the panel data
regression model, by considering the following general specification:
yit=a + b*xit+ εit

(1)

where y is the dependent variable, respectively EPS, x are the independent variables (total sales, total number of
employees, financial leverage, number of years since listing on the BSE), a is the intercept (constant) term, b are
coefficients, wherea si and t are indices for individuals and time.
4. Empirical results
Table 1 shows the results of panel data regression model. There were covered 68 cross-sections, summing up
271 statistical observations. The F-statistic and Prob (F-statistic) test the overall significance of the regression
model. In fact, there is tested the null hypothesis according to which all of the regression coefficients are equal to
zero. However, F-test examines the full model against a model with no variables and with the estimate of the
dependent variable being the mean of the values of the dependent variable. Otherwise, there is tested the overall
fit of the econometric model. The F-statistic is computed as the ratio of the mean regression sum of squares
divided by the mean error sum of squares. The value related to Prob (F-statistic) denotes the probability that the
null hypothesis for the full model is true, respectively that all of the regression coefficients are zero. Therefore,
the F-test outcome is highly significant (less than .001), so the model does fit the data.
Table 1. The results of panel data regression model
Var
Coef.
t-Statistic
CSR
1.570716*
2.492084
TS
-7.19E-10***
-3.557286
EMPL
0.000444***
3.712137
LEV
-1.172352
-1.630486
YEARS
-0.239892***
-4.349177
Cross-sections included: 68
Total panel (unbalanced) observations: 271
***

Prob (t)
0.0133
0.0004
0.0003
0.1042
0.0000

p < 0.001. Source: Authors’ computations.

Centered VIF
1.271385
4.391045
3.880014
1.039187
1.046261

Related Statistics
R-squared
Adjusted R-squared
F-statistic
Prob (F-statistic)
DW

0.139882
0.123653
8.619440***
0.000000
0.151661
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Furthermore, the t-Statistic emphasizes the likelihood that the actual value of the parameter is not zero. This
statistic is computed by dividing the estimated value of the parameter by its standard error. The value
corresponding to Prob (t) denotes the probability of obtaining the estimated value of the parameter if the actual
parameter value is zero. Thereby, the Prob (t) of the t-statistic related to CSR indicates that there is only a 0.0133
(1.33%) chance that the actual value of the parameter could be zero. Thus, the results provide support for a
positive and statistically significant relationship between CSR and FP, thus being validated the null hypothesis
H0 of current study. Moreover, we establish a mixed influence of firm size on FP, respectively a negative impact
of the total sales on EPS, as well a positive impact of the total number of employees on EPS. Likewise, the total
numbers of years since listing on the BSE negatively influence FP.
R-squared shows the proportion of the total sum of squares explained by the model. The value related to Rsquared reveals that about 13.98 percent of the variation in EPS is explained by the independent variables. The
Adjusted R-squared denotes a modified version of R-squared that has been adjusted for the number of predictors
in the model. Besides, there is noticed an increase of the value related to Adjusted R-squared only if the new
term improves the model more than would be expected by chance. Also, Adjusted R-squared decreases when a
predictor improves the model by less than expected by chance. Accordingly, about 12.36 percent of the variation
in firm performance is explained by CSR and firm-level control variables. Likewise, 86.01% (87.63%) of the
dependent variable cannot be explained by current panel data regression model. In addition, we employed
the Durbin-Watson test (DW) in order to check whether there is autocorrelation among the residuals or not.
However, the least squares regression models assume that the regression error terms are independent of each
other. Unfortunately, DW is 0.15 and emphasizes severe serial correlation (the DW statistic should be close to
2), thus this fact suggesting dynamic misspecification. We assessed the multicollinearity by the instrumentality
of the centered variance inflation factor (VIF), which evaluates how much the variance of an estimated
regression coefficient increases if the predictors are correlated. Generally, VIF values that exceed 10 are
considered as evidence of the existence of problematic multicollinearity. Thereby, based on the values out of
Table 1 we notice the lack of multicollinearity.
Withal, the frequency results show that the number of companies listed on the BSE adopting CSR practices has
grown, from seven companies in 2008 and 2009, to 13 and 14 companies in 2010 and 2011.
5. Concluding remarks
This study empirically analyzed the relationship between CSR and FP upon literature on CSR according to is
expected a positive relationship for companies that implement in their core businesses CSR practices. The
research considered all the companies listed on the BSE during the period 2008-2011, but there were excluded
the companies from financial sector, thus remaining 68 listed companies. The results of the study reinforce
previous empirical evidences upon which there is a positive and statistically significant relationship between
CSR and FP. The study did not control for company industry and did not use several alternative measures of FP
(Tsoutsoura, 2004). As further research, one can deeply investigate if CSR practices hold in time and continue to
have a significant positive influence on company FP. Furthermore, a dynamic specification should be employed.
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Abstract. In this article we provide a critique of the social economy by focusing on the Romanian context. As an
impressive amount of resources is directed towards the social economy, proportional to the amount of hope that this
will prove the savior of the vulnerable groups and the destroyer of social exclusions, it is high time we started asking
questions such as: are we really going in the right direction? What happens when you change the rules of the
economy to make it more social? Is there really a way to improve the market mechanism to solve social problems?
The first area of discussion concerns the fundamental principles on which the social economy is built: promoting the
social inclusion for vulnerable groups while at the same time discriminating and isolating them; then we discuss the
principles of organization which are not homogeneously obeyed by all social economy actors and the avoidance of
talks about entrepreneurial profits but its dependence on the profit’s very existence; and the last section presents the
outcomes of the coercive legal framework which has failed to foster true social inclusion, and rather created
mechanisms for fraud and profits. Concluding, we advocate the need to rethink the necessity of building new laws,
especially laws which coerce social actors into certain behaviors rather than focusing on easing the access to certain
social actors to the market economy.
Keywords: social economy, Romania, social entrepreneurship, social inclusion, critique, social enterprise.
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1. Introduction
The social economy is based on the belief that the market mechanisms of capitalism can be molded into a new
shape, a new sector of the economy, which will solve the problem of social exclusion for many vulnerable
groups. In Romania the interest for the social economy is as high as ever at this moment, as there are multiple
institutes (e.g. the Social Economy Institute, the Network of Social Economy Incubators, CERES - the Centre of
Resources for the Social Economy) involved in research and consulting social actors interested in developing
social enterprises; a law for the social economy has been recently drafted and is now waiting the vote of the
Parliament; in 2007,NESsT opened a branch in Bucharest and has inspired others to set up social business
incubators; researchers are writing books on the subject of social economy (e.g. Cotoi and Mateescu (2013),
Lambru (2013), Larionescu (2013) etc.);private companies and public universities are offering accredited
courses for social entrepreneurs (K Consulting Management and Coordination, Babes-Bolyai University in Cluj,
The Bucharest University of Economic Studies, National School of Politic Sciences and Public Administration
in Bucharest).
This vested interest in the Romanian social economy has given rise to countless initiatives and endeavors in the
field, most of them sustained through structural funds, more precisely the European Social Fund. There are also
an increasing numbers of sheltered units in which at least 30% of the workforce belongs to vulnerable groups
and of non-governmental organizations and foundations. Other actors of the social economy such as the
mutualities and cooperatives are experiencing stagnation or slight decreases of their activities, but in general it is
believed that the sector as a whole is experiencing a growth that will bring a new era of social justice. Thus, it is
high time we started asking questions such as: are we really going in the right direction? What happens when
you change the rules of the economy to make it more social? Is there really a way to improve the market
mechanism to solve social problems? This article offers a tentative set of answers to these questions using the
example of the Romanian social economy.
2. Claim one - Purpose of existence
We live in a world which we do not control, but which controls us, which is not directed toward us and adapted
to us, but toward which we must constantly direct and adapt ourselves in order to become socially included
actors. But what does social inclusion stand for? As defined by the World Bank social inclusion is the process of
improving the terms for individuals and groups to take part in society, of empowering the poor and the
marginalized to take advantage of the burgeoning global opportunities. It gives them a voice in decisions which
affect their lives so that they have a meaningful participation in economic, social, political, and cultural
life (Horsell, 2006).We share the opinion of Fredericks (2010) who suggested that belongingness as experienced
in everyday relations constructs the kinds of sentiments on which societies of exclusion (and inclusion) are
based.
Now we ask what type of social inclusion do you obtain when we create a special sector of the economy for
vulnerable groups? And when we force companies to work with the actors of this special sector of the economy
through regulations – whereas one of the fundamental principles of this social economy is voluntary
participation? We believe this results in a forced social inclusion which may take care of the economic aspects of
social exclusion (unemployment, poverty), but not of the social aspects such as discrimination and
stigmatization. In this manner we assist the creation of a, metaphorically speaking, “gated community” that will
represent a space of social inclusion and exclusion at the same time containing individuals who have now been
removed from the broader society. Furthermore, simply naming those who are at social exclusion risks is a type
of discrimination and it places the one naming them under a solid question mark (Allman, 2013).Now, this
makes one wonder if it should be called a social economy at all. It is discriminatory in itself the fact that the
status of persons belonging to a vulnerable group has to be ascertained by a specialized organism that uses
special criteria to determine whether a human being is at risk or not. We know from the experience of other
countries and even from Romania, that individuals have at their disposal a lot of leeway when it comes to the
manner in which they present their identity, and secondly that assigning a label to someone might cause more
social harm than help leading to the individuals being systematically excluded from particular activities only
because they possess a particular characteristic or they are members of a certain group.
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Moving forward, we question if we are not building into our definition of the social economy the means of
perpetuating social exclusion. The point that the social economy advocates is that once these individuals gain a
steady job, they will automatically be accepted into society, and their state of vulnerability and lack of agency
will disappear which will lead to the dissolution of the social economy as a sector. However, there is no mention
in the legislation as to how the employees have to be treated and how much they should be paid for their work
leading to them being paid, in most of the cases, with the minimum wage in Romania. Moreover, by requiring
that at any time 30%of the employees belong to vulnerable groups (in the case of social inclusion enterprises) we
either see the inclusion into such a group as permanent, or we require a very high personnel turnover, which is
most probably going to damage the sustainability of the enterprise. We also need a constant input of employees
from vulnerable groups, which is not in line with the desire to diminish the numbers of people in such groups.
Thus, the effect of creating an economy addressed to vulnerable groups might lead to such a perverse effect as
increasing the number of citizens in that group, or keeping a large number of people in that particular state.
3. Claim two - Principles of organization
Social economy is said to place the individual and the social objectives above profit and to be based on the
principles of solidarity and social responsibility. Moreover, in this economy the members have to democratically
control the activities of the organization. However, there are various references made to profit, and in some cases
profit is the only way to attain the status of a social economy actor as in the case of the social inclusion business
which is required by law to use the profit to create new employment places for people belonging to vulnerable
groups or, in the case of the general principle which states that part of the profit has to be allocated to reaching
the objectives concerning sustainable development and the provision of services in the general interest of the
community, making the case that once again, the engine of every activity should be represented by money. In
this manner we can spot how, from a microeconomic point of view, capital is treated unwisely by ranking second
in decision making and in profit distribution making social enterprises unattractive to investors (except, maybe,
social investors who claim to be more interested in the social impact) enhancing their financial problems.
There are two types of social economy actors: those that employ vulnerable people and those that provide
services and goods for vulnerable people or the society as a whole. There are instances in which actors blur these
lines of demarcation, but each type is regulated differently by the current legislation. In the economy of the
vulnerable people there are two types of organizations: the social enterprise and the social inclusion enterprise
which is simply a special type of social enterprise that uses its profits to create new work places and is required
to hire individuals from vulnerable groups. In the second group, we find the already existing juridical forms:
cooperatives, mutualities, non-governmental organizations and other associative forms. Each entity belonging to
the social economy as it is imagined at the moment embodies only a fraction of the guiding principles (e.g.
cooperatives are democratically organized, but they do not necessarily pursue a social purpose explicitly, NGOs
are providers of social services, but are not democracies etc.). This means that not all social economy actors are
created equally, and that there is the propensity to favor some more than the others, which is clear if we look at
the way in which funds are funneled into the social economy towards NGOs rather than cooperatives or other
forms, or the way in which the legislative framework advantages social inclusion enterprises. In this respect, a
unitary funding scheme may balance the chances of the social economy actors.
4. Claim three – Legal framework
The Romanian social economy was born in the context of a culture of intensive auditing and with a bureaucratic
burden that makes it resemble a planned economy which cannot be subject to adaptive change. For starters, the
projects financed through the Social European Fund require extensive reporting. There are teams of experts that
evaluate these projects (based on eight criteria of which none of them directly relate to sustainability), and not
the market, and as per sustainability, if we are talking about projects spanning over three years we can rule that
out from the beginning despite the fact that sustainability is mainstream to HRD OP. And again, the beneficiaries
are held responsible for their actions in front of the evaluators not in front of the market as should be the case. If
a beneficiary finally obtains such funds, they come with the burden of bureaucracy, and in some cases, with the
incompetence of the public sector employees.
Social economy has given birth to a new type of entities called sheltered units in which at least 30% of the
employees belong to vulnerable groups. At the same time, by law, in companies that have more than 50
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employees the percentage of hired persons with disabilities is required to be of least 4%. The companies that do
not want to apply the provision, have two legal options: to purchase products or services made by people with
disabilities employed by authorized protected/sheltered units on a partnership basis - employers must buy these
products in equivalence to the total amount of debts to the state budget in relation to the percentage of 50% of
the national minimum gross salary, multiplied by the number of jobs available for people with disabilities; or
monthly payments made to the state budget of the amount representing 50% of national minimum gross salary
times the number of jobs unfilled by people with disabilities. If the companies do not comply with the two listed
alternatives, they can be fined in amount of 15.000- 20.000 lei (approximately 4-5,000 EURO) by labour
inspectors.
However, a coercive legislation framework sometimes breads monsters, which is what most authors believe to
have happened in this particular setting. Achitei (2013) has detailed the scenario: a company that has over 100
employees, instead of hiring 4 persons with disabilities, sets up a sheltered unit where it creates only two jobs of
which only one is destined for persons with disabilities, meeting in this manner the minimum percentage of 30%
hired disabled persons. That person is eventually paid with the minimum salary, works one hour a day and it is
even better if the person does not come to work. This way, the mother company buys whatever it needs from the
sheltered unit, even more, it sells its products to companies that have over 50 employees and do not want to pay
the money to the state budget. In support of this scenario, we may add the fact that according to statistics,
sheltered units hire on average 1 up to 2 persons disabled persons.
5. Conclusions
Why do we need to add more complexity over an already functional system by setting up social enterprises, were
associations, foundations, cooperatives, mutualities, SME’s and so on, not enough? The social economy has
been built on the foundation of third sector which was blended with other forms of juridical entities.
Cooperatives used to belong to the classical economy, their impact is rather low at national level, they do not
benefit from any governmental support, they themselves being marginalised and disadvantaged entities, how can
one expect cooperatives to help vulnerable groups if they cannot help themselves? It is rather ridiculous to
expect them to flourish when 1 out of 3 NGOs receives financial support from the local authorities and
cooperatives are completely neglected despite them providing a significant number of jobs especially in rural
areas (Arpinte et al., 2010). We are of the opinion that the craftsmen cooperatives do not need any complexity
added to their modus operandi, they should be allowed to focus on producing and selling, not on giving account
of their actions being social or not. The same thing happens with the credit cooperatives or mutual aid
organisations which simply do not get any financial support from the state not to mention that they are associated
with our socialist past while the NGOs are new and of capitalist flavour.
Adding to the list of drawbacks of the social economy is the fact that its definition simply disregards any link to
the abilities and the competences that the persons in the vulnerable groups might get from being involved in this
activity. These abilities should be developed and used such as for the social inclusion into the labour market not
to be done in a forced manner, but to be driven by the resources that the vulnerable groups have to offer.
Now, let us consider the example when companies come to hire persons with physical impairments. The first
barriers appear when the person wants to leave the house: buildings with no elevators or too small to fit a
wheelchair, no ramps or too abrupt ones, broken pavements or with high kerbs, thresholds everywhere and so on,
therefore if you want to hire such a person you need to adapt your buildings by creating appropriate
infrastructure – in a study conducted by the “Motivation” foundation started in 2012 due to finalize in 2014, out
of 1,042 buildings (institutions related to culture, state, public, entertainment, sport and tourism) that were
evaluated 23% of them are accessible, 27% moderately accessible and 50% inaccessible)
(http://chenar.ro/situatia-oamenilor-cu-dizabilitati-in-romania-sau-cum-poti-sa-urci-scarile-pe-roti).By doing the
maths, we can very easily deduce that hiring persons with physical or mental impairments may pose problems
from the start, so the easier way to deal with this obligation will be for the employer either to pay money to the
state budget or to acquire products from sheltered units. We may add to all these arguments the fact that
according to statistics, sheltered units hire on average 1 up to 2 persons disabled persons. From this example we
draw the conclusion that the state should allocate money in order to make buildings more accessible for
vulnerable groups and not impose these improvements to be made on the expense of the social actor.
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Abstract. A previous extended research divided into two studies was conducted in order to identify the dimensions of
commercial Websites’ credibility, the impact of the resulted dimensions and the importance of each dimension within
the construct. The study involved two groups of respondents: Internet users that never made any online acquisition
and Internet users that made at least one online acquisition.
The purpose of this study is to reveal the comparative conclusions between the two types of samples of the extended
research that used the survey method. The objectives of this paper are: (1) to compare the results of credibility’s
dimensions between the two groups of respondents; (2) to compare the results of important credibility’s dimensions
between the two groups of respondents. Results are presented synthetically from a comparative perspective of the two
surveys described in this paper. There are identical, similar and different credibility dimensions between the two
categories of analyzed Websites: commercial presentation Websites and online acquisitions Websites. It is expected
for the Real world feel dimension to have the biggest impact and to be one of the important dimension in any further
credibility research on commercial Websites.
Keywords: credibility, factor analysis, regression analysis, Website, Internet marketing.
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Introduction
The digital economy is a complex and rapid phenomenon; its implications are obvious in the micro economy and
macro economy (Orlikowski, Iacono, 2000). Consumers’ opportunities in this new economy of connectivity are
changing the manner products are promoted and distributed; consumers’ data bases are used in order to evaluate
the extent to which the product meets customers’ needs and profile (Achrol, Kotler, 1999). The New Economy,
assisted by digital technologies, has received various appellations in the specialty literature: post-industrial
society, knowledge economy, economy of innovations, online economy, the new economy, e-economy and digital
economy (Cohen, 2000).
According to Del Aguilo, A. R, Padilla, A., Serarols, C., Veciana, J., (2003), the use of information is an
important and required condition in the knowledge society; it is not enough to admit the information importance
but it is important to use it efficiently due to existence of technologies. All companies are forced to build modern
business infrastructure in order to efficiently answer customers’ needs (Hawkins, 1999).
Significant increases of the marketing activity efficiency require different technologies. Nowadays, marketing is
driven by information as the seller needs to understand what customers like and dislike. The digital economy is
the base of the economic growth in the future centuries (Kling, Lamb, 1999).
In the specialty literature of the Internet marketing, some areas of discussions gathered more attention comparing to
others that received less or no attention at all. No matter what the area of investigation is, no subject is completely
saturated in the Internet marketing context. The Web market is so dynamic in its development, that studies
projected for a present market situation need to be re-projected to match future conditions (Ciobanu, 2011).
Source credibility is strongly connected to persuasion. Persuasion based on credibility uses motivation as the
main factor (Ciobanu, Anton, 2008). Factors that can persuade the audience consist in some characteristics of the
source (spoker or other type of source): (-) the source offered correct information in similar contexts in the past;
(-) the source offered information to be trusted in the past; (-) the objective of the message is to satisfy the
receptor’s interest; (-) the message contains information that can be used to take valuable decisions by receptors
(Payne, 2001).
The credibility concept is a component of persuasion. It refers to the perception of a person on the degree of truth of
a part of information. It is a multidimensional concept used by information receptors in order to measure the source
or transmitter in relation to the transmitted information (Eisend, 2006). The result of the measure is correlated with
the receptor’s acceptability to assign the information a degree of truth and substance (Hovland, 1953).
There is a vast and variable number or credibility’s dimensions in various conducted researches. This aspect
raises research procedural issues on credibility concept and dimensions (Eisend, 2006). Eisend, M. (2006)
describes these issues in the methodological category of generating, selection and grouping the items of the
factor analysis procedure and factor interpretation.
It is almost impossible to build strategies or models to be largely accepted or utilised in the online marketing
environment as the contextual changes keep modelling them permanently. Researchers have to produce models
that can be partially standardized, principles and strategies for the online environment. In an economy based on
information, credibility is about information and it can be described as a communicational phenomenon. Web
information credibility gets more and more preoccupation from researchers because the quantity and purpose of
information distributed through the Internet is constantly increasing (Ciobanu, 2011).
A previous extended research divided into two studies was conducted in order to identify the dimensions of
commercial Websites’ credibility, the impact of the resulted dimensions and the importance of each dimension
within the construct. The study involved two groups of respondents: Internet users that never made any online
acquisition and Internet users that made at least one online acquisition.
The purpose of this study is to reveal the comparative conclusions of the extended research between the two
types of samples.
The objectives of this paper are: (1) to compare the results of credibility’s dimensions between the two groups of
respondents; (2) to compare the results of important credibility’s dimensions between the two groups of respondents.
Results are presented synthetically from a comparative perspective of the two surveys described in the paper.
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1. Description of the first quantitative research
The purpose of the first quantitative research was to identify the credibility’s dimensions of commercial
presentation Websites and online acquisition Websites. The study consisted of an exploratory factor analysis on
the two subgroups: Internet users that never made any online acquisition until the data collection time and
Internet users that made at least one online acquisition until the data collection time. The factor analysis was
conducted in order to identify the commercial Websites’ credibility dimensions of two types of Websites:
commercial presentation Websites and commercial online sales Websites.
The method was a survey based on a questionnaire. The survey took place at the Faculty of Economics and
Business Administration in Iasi, Romania, in seminar rooms.
The credibility construct of the acquisitions Websites identified in the extended research are: (-) detailed
information about company and products (9 items); (-) ease of use (7 items); (-) product and support system (5
items); (-) booking and delivery (3 items); (-) real world feel (3 items); (-) reference-authority (2 items); (-)
trustworthiness (4 items); (-) aggressive advertising (3 items); (-) relationship – communication (2 items); (-)
expertise (3 items); (-) framing adverts (2 items); (-) personal experience (2 items); (-) type of seller (1 item).
The credibility construct of the commercial presentation Websites identified in the extended research are: (-)
sincere communication (8 items); (-) ease of use (6 items); (-) real world feel (2 items); (-) company’s experience
(4 items); (-) trustworthiness (3 items); (-) framing adverts (3 items); (-) expertise (4 items); (-) site etiquette(4
items); (-) site - user connection (2 items); (-) information support (4 items); (-) site length (1 item).
The credibility’s dimensions identified for the two categories of Websites are presented in the figures below.
Figure 1.Dimensions of online sales commercial sites’ credibility

Source: Ciobanu (2011).
Figure 2.Dimensions of presentation commercial sites’ credibility

Source: Ciobanu (2011).
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Sample description
The investigated population consisted of students in second and third year of study from the Faculty of
Economics and Business Administration, University „Al.I. Cuza”, Iasi, Romania. The students groups to be
included in the study were selected using the mechanical alienator survey.
The sample consisted of 556 respondents. 58% are students in the second year of study and 52% are students in
the third year of study.
Figure 3. Student’s distribution in years of study

Source: Ciobanu (2011).

The percentage of feminine respondents is higher than the percentage of masculine respondents (74% compared
to 26%).
Figure 4. Respondents’ distribution by sex

Source: Ciobanu (2011).

Almost half of the respondents made at least one acquisition of a product/service from the Internet (46%).
Figure 5. Division of respondents on the two subgroups

Source: Ciobanu (2011).

There are significant differences between the two subgroups considering the proportion of women – men from
the online acquisition perspective. Men are more predisposed to make online acquisitions then women are.
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Table 1. Binomial Test
Sex respondent

Group 1
Group 2
Total

Category
f
m

N
162
87
249

Observed Prop.
.7
.3
1.0

Test Prop.
.8

Asymp. Sig. (1-tailed)
.000(a,b)

a Alternative hypothesis states that the proportion of cases in the first group < .8.
b Based on Z Approximation.
Source: Ciobanu (2011).

Objective 1: Results compared for the two subgroups for the first quantitative research
The credibility construct studied for the two subgroups contains identical (considering the etiquette of the factor
and the items’ significance), similar and specific dimensions.
The identical dimensions are:
 Ease of use;
 Real world feel;
 Trustworthiness;
 Expertise;
 Framing adverts.
Figure 6. Identical dimensions for the two subgroups

Source: Ciobanu (2011).

The similar dimensions are:
Detailed information about company and products – Sincere communication. Visitors of online sales sites
emphasize on details about products and company while in presentation sites it is important the sincerity of the
description.
Product and support system (online sales sites) – Information support (presentation sites). The evaluator’s
attention focuses on the promoted product for the first category of sites while for the presentation sites the focus
is the information.
Personal experience (online sales sites) – Company’s experience (presentation sites). When the evaluator has no
experience concerning the online acquisitions, an important dimension in credibility’s assessment is given by the
company’s experience in the field of activity.
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Relationship – communication (online sales sites) –Site-user connection (presentation sites). Both subgroups
emphasize on relation, but the acquisitions sites group perceive a more active relationship.
Figure 7. Similar dimensions for the two subgroups

Source: Ciobanu (2011).

A part of the dimensions are specific for the online sales sites type of activity – online order: Booking and
delivery, Aggressive advertising and Type of seller. The dimensions Reference – authority is not specific for a
sales activity but can be connected to the buying associated risk of the online environment.
The non-acquisitions group consists of only one specific dimension: Site etiquette.
Figure 8. Specific dimensions for the two analyzed groups

Source: Ciobanu (2011).
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A vertical standardized axis was created following Fogg (2001) model. This resulted into identification of the
impact of each dimension within the construct for each type of Websites analyzed.
From the impact point of view, Real world feel has the greater impact on the construct, on every analyzed group.
The dimensions that had the greater impact in Fogg (2001) study have the same greater impact in this study: Real
world feel, Relationship-communication, Personal experience for the case of acquisition Websites and Ease of
use, Real world feel, Trustworthiness and Expertise for the case of presentation Websites.
2. Description of the second quantitative research
The purpose of the second quantitative research was to identify the important dimensions of the credibility
construct of commercial presentation Websites and online acquisition Websites. The study consisted of a
regression analysis on the two subgroups: Internet users that never made any online acquisition and Internet
users that made at least one online acquisition. The regression analysis was conducted in order to identify the
important dimensions within the credibility construct for a certain commercial presentation Website and a certain
commercial online sales Website, both promoting cloths.
The method was a survey based on questionnaire. The survey took place at the Faculty of Economics and
Business Administration in Iasi, Romania, in seminar rooms.
Sample description
The investigated population consisted of students in second and third year of study from the Faculty of
Economics and Business Administration, University „Al.I. Cuza”, Iasi, Romania. The students groups to be
included in the study were selected using the mechanical aleatory survey.
If the first quantitative analysis implied analyzing Websites on a general basis, without considering certain
Websites, the second quantitative analysis supposed analyzing a certain online acquisition Website and a certain
presentation commercial Website promoting cloths, from the credibility perspective.
The questionnaire for the acquisition Website consisted of 13 items, each representing one specific dimension of
the online acquisition Website for the specific case of the analyzed Website plus one item to assess the overall
credibility of the site. The purpose of the last question was to compute the importance of each dimension within
the construct. The questionnaires for the commercial presentation Website consisted of 12 items (11 items for 11
dimensions plus one for the general credibility assessment).
The sample consisted of 175 respondents for the acquisitions sites subgroup and 206 respondents for the nonacquisitions sites subgroup.
Objective 2: Results compared for the two subgroups for the second quantitative research
There are two important dimensions identified for the case of specific presentation and acquisition websites that
promote cloths: Ease of use and Real world feel.
Figure 9. Important identical dimensions for the two analyzed groups for cloths sites

Source: Ciobanu (2011).
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Conclusions: The link between the two quantitative researches based on results
The second research is an example of the manner the simple format questionnaire can be used by practitioners.
There have been offered two instruments for the two types of websites – presentation and acquisitions. These
instruments can be used for two purposes: (-) to shape the credibility construct for a certain type of Website,
considering only the important dimensions; (-) to identify the important dimensions of a certain Website that
promote a certain type of products.
In the research discussed within this paper, the dimension Real world feel has the greatest impact and it is
important for both types of sites in credibility assessment of the two types of Websites, promoting cloths.
Therefore, it is expected for this dimension to be identified as an important one as a result of any evaluation of
any type of commercial Website promoting any type of products.
As a result of this practical analysis, it is expected to be identified a part of those dimensions with great impact
and a part of those with medium or even low impact on credibility, that have a specific importance for a certain
type of promoted products (Ciobanu, 2011).
Research limits and future directions
The report presented in this paper considered results based on students’ perceptions. Therefore, these
comparisons are only valid for this type of analyzed segment.
All the comparisons are based on analyses conducted on students. It is expected for these comparisons to bring
out some differences if the analyses would be conducted on narrower marketing segments defined by certain
types of variables such as sex, income, number of hours spent on the Internet, etc.
An important future direction could be to conduct a similar study, with the same questionnaire, after a certain
period of time (five – ten years) in order to identify a new structure of the construct of credibility for the two
types of Websites, their impact and their importance within the construct. Comparisons between the results
might reveal differences.
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Abstract. This article aims at describing the development of mobile marketing applications to provide information
about various products at the point of sale to their consumers via smart phones. The application provides this service
by selecting product categories from a predefined list or by simply scanning a barcode or QR code, subsequently
returning detailed information that will allow consumers to make smart decisions when shopping. The application is
implemented on the Android platform, an open system with personalization possibilities that offer the user various
options regarding layout and installed applications.
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1. Introduction
The buyers expressing online personal reviews or finding other real opinions about a product or service has
become a habit for many people nowadays in daily activities. Social bond between individuals has been and
continues to be enhanced through the development of websites, blogs and other online communities that
facilitate the exchange of information for the benefit of a growing number of users.
Mobile marketing is a concept that refers to the use of communication platforms based on mobile technology - in
general, mobile phones, as an integrated device for information transmission, both to client and from it, in a
marketing campaign taking place in different communication media.
The amount of information available online is very large and grows exponentially with the development of social
networks and virtual communities, this way much of the consumer feedback and ratings provided being found
online. Investing in IT solutions for the analysis of these large data volumes can be an optimal method to
develop business environments.
2. Literature review – applications for scanning codes
Code scanning applications are increasingly being used in mobile marketing because they allow users to find
much more information about the products simply by scanning a code or an image (Baccianella et al., 2009; Fu,
2011). There are many such mobile applications on various application markets that are constantly improved,
developers always focusing on user requirements. For example, within the tourism domain, value is created by
linking the stakeholders inside and outside the tourism sector in different combinations in order to create and to
use new opportunities (Maican et al., 2013), the authors furthermore proposing an interactive system for
assisting tourist decision making.
User requirements are diverse and face different modules such as screen, memory, battery, data type, access to
various databases, cloud and social networking security (Anand et al., 2012; Suciu et al., 2012a). Moreover, the
applications enable participative marketing through the new paradigm of “Internet of Things” (Jara, 2013).
The following is a summary of some applications for Android.
 Google Shopper
Google Shopper is an application for the Android platform which helps to find information quickly about
millions of products. Google Shopper recognizes products by aspect of package or by barcode. The application
allows searching the product directly by name or by voice.
The application searches prices on the local market and on the online environment; it searches for reviews,
specifications, video presentations and many others to help the user make a decision as informed.
The disadvantage of this application is that it uses data sources from abroad. Prices shown are not relevant for
the Romanian market and all the reviews and specifications are in English.
 Google Goggles
Google Goggles is the main Google application for QR codes. In fact, it not only recognizes QR codes but many
other objects such as landmarks, books, CDs, barcodes of products in the stores etc.
 QR Droid
QR Droid is a popular application which allows not only scanning the QR codes, but also generating them for
various pieces of information like phonebook contacts, web addresses, calendar events and more.
 Barcode Scanner
Barcode Scanner is an application which recognizes through scanning different types of information such as
barcodes, addresses, phone numbers and links. Apart from the possibility of scanning, it performs searches by
product. For example, addresses can be shown on the map, phone numbers can be dialled, scanning a link creates
automatic access to that page etc.
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3. The requirements for a mobile marketing application
Most applications on the market are addressed to a single type of data, especially QR codes. A QR code (Quick
Response) is a 2D barcode, a black and white square that can be scanned with any smartphone mobile device
that has installed a dedicated QR application. The scanned code can return, as appropriate, varied content
associated with a brand or product (in most cases it returns a hyperlink directly to the campaign that was
integrated but the variations are unlimited) or personal type information (business cards, contact details) that can
be used for enhancing mobile customer experience (Suciu et al., 2012b; Ularu et al., 2013).
An important feature of such applications should be the ability to generate code that is stored in the database
with the option "Create URL". The usage of QR codes facilitates the creation of fast connections (links) with
different web addresses, or a specific multimedia content, product information etc.
The interface of these applications would be another problem that arises when developing them, in the sense that
it needs to be simple and friendly, accessible to any user.
Another drawback of conventional applications to scan codes is not to consume much of phone’s memory (Guo,
et al., 2011). Furthermore, another requirement is to have the possibility of installing the application on the
MicroSD card or to move it from the phone’s memory card. High energy usage causing rapid battery discharge is
another disadvantage, but a partial solution would be the management of its functions such as the flash off
(which turns on automatically if poor lighting). Also, the scans do not always lead to a result due to the poor
quality of mobile phone cameras.
Applications should automatically save scans made, and to organize them in different categories such as links,
vCards, maps, SMS, calendar, phone numbers, emails, products, music and video folders which can be accessed
easily. It is necessary that scans have the possibility of being edited, for example by changing the name for easy
identification, or by changing the category if it was misidentified (Aciar, 2010). It would be useful to have
another option to cancel the duplicate scans and to allow the deletion of unwanted databases, so that it will not
load the memory.
In addition to the recognition of products or brands, another requirement for an application of this type is to have
access to an updated database of local prices in the shop and in other shops in the adjacent area, to provide a
comparison between these prices, a map of these stores, and to suggest a possible integration with Google Maps.
Users want the application to detect the location where it is when it provides information about the stores, using
the GPS module of the mobile device. Depending on the point of retail, consumers want a price comparison and
product (Saunders et.al, 2007). Another requirement is that these applications have a list of search suggestions to
easily find products.
4. Method of hardware and software development
The proposed application, named FAIR (Friendly Application for Interactive Receiver), is developed on the
Android platform, using the developing environment Eclipse.
Android is a software platform and an operating system for mobile devices and phones, based on Linux kernel,
initially developed by the company Google, and then by Open Handset Alliance commercial consortium.
Android allows developers to write managed code in Java, controlling the mobile device through Java libraries
developed by Google.
Eclipse is a software developing environment written nearly almost in Java, structured as a collection of plugins
which can be used for developing code in multiple programming languages such as C, C++, COBOL, Python,
Perl, PHP. The Android Developer Tools (ADT) plugin is necessary for Android applications, which also
includes an emulator for mobile devices with an Android operating system. FAIR application was tested on an
emulator given by the developing environment.
4.1. Use case scenario
The user has two options regarding the necessary parameters for obtaining information about the desired
product, scanning the QR associated code, or manually selecting from a predefined list. After waiting for the
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processing and transmitting of the data between the application and the server, the application will show detailed
information and product ratings made by other users.
4.2. Application design
The application aims to supply detailed information for a certain product and rating for the same product, in a
fast and interactive way. The logical diagram is displayed in Figure 1.
Figure 1. The logical diagram for the FAIR application

For the fulfilment of the proposed goal it is necessary to implement a few auxiliary functions, but only some of
them can be controlled by the user through a graphic interface, the rest performing an automatic activity in the
background.
 Scanning function for QR codes
The role of this function is to scan the QR codes to provide the necessary parameters for returning the
information about that product. This action will be triggered by the user through a button, placed on the
application’s main screen; the phone’s camera will start automatically with a special graphic interface for the QR
codes scanning module.
 Selection function
This function is another method of gathering minimal information about a product, needed to obtain more
detailed information in the next steps. The function will be triggered by the user through the associated SELECT
button and it will display a predefined list of product categories that the user can select.
 The help function
This function gives an indication about the functions of the application. It will be operated by the user via the
Help button in the main view of the application, resulting in the display of text help. Operating the HELP button
will not trigger functions for locating and collecting descriptive parameters for the mobile device.
 Function of location of the mobile device
Locating mobile device running the application is required to provide geographically specific information where
the user is located. Such information could result from access to a database with updated local prices from the
current shop and other shops in the area adjacent, a comparison between these prices, or a map of these stores.
Depending on the availability of suppliers, precision of the measurements and the waiting time involved, the user
can choose one of the following location based methods:
 GPS location, with the advantage of availability and good accuracy; disadvantages of this system are high
costs and high waiting time;
 Location via Wi-Fi, less waiting time, low cost, but accuracy is less precise and the availability variable
(depending on range).
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5. Implementation
In this section we describe the implementation of the functions presented in the previous section, taking into
consideration the functional requirements for the mobile marketing application.
 QR code scanner – SCAN button
Implementation of this functionality was made using the open source QR code scanner, Z Xing. First, we have
added a button in our Main Activity class by creating an object from the Button class available from the android.
Widget package. We have overridden the on Click() method from a new OnClickListener object, passing it to the
setOnClickListener() method of the button object. At overriding, in the on Click() method’s set of instructions
we have created an Intent object that will trigger the scan action from the
ZXing’scom.google.zxing.client.android package, as shown in the code below:
//"SCAN" button
Button buttonScan = (Button) findViewById(R.id.button1);
buttonScan.setOnClickListener(new View.OnClickListener() {
//Scan method
publicvoidscanNow(View view) {
Intent intent = newIntent("com.google.zxing.client.android.SCAN");
intent.putExtra("com.google.zxing.client.android.SCAN.SCAN_MODE",
"QR_CODE_MODE");
startActivityForResult(intent, 0);
}
}
This will bring up a new Activity screen with a UI that allows users to scan QR codes and barcodes and
eventually view and access the content of the scanned codes, which can be seen in Figure 2. The Android
Manifest file was updated with permissions to use the camera and the intent filters for the scan activity trigger
intent. The layout file of the Main Activity class was also updated with the necessary XML code to include the
SCAN button in the UI.
Figure 2.FAIR main user interface

 Product categories list – SELECT button
In a new class, ProductCategoryListActivity, which extends the Activity class available in the android.app
package, we have overridden the onCreate() method by adding code for creating a ListView object
(android.widget package), a String object of product categories items and a new object from a new class,
ItemsArrayAdapter, that extends ArrayList class (java.util package), called “itemsList” that would hold all
values from the String items object.
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//Implementing the items list
finalArrayList<String> list = newArrayList<String>();
for (inti = 0; i<values.length; ++i) {
list.add(values[i]);
}
finalStableArrayAdapter adapter = newStableArrayAdapter(this,
android.R.layout.item_list_b, list);
listview.setAdapter(adapter);
We have then created an object from ArrayAdapter class (android.widget package) adding the “itemsList” object
and passing it to the setAdapter() method of the ListView object above-mentioned. We have overridden the
onItemClick() method from a new OnItemClickListener in the Adapter object which was further passed to the
setOnItemClickListener() method of the ListView object. The overridenonItemClick() method would include
code for memory usage optimisation, so the items outside the user’s view on the screen will be removed, with
notification to the Adapter object used.
In the MainActivity class we have added a new Button object for the SELECT button, overriding its onClick()
method with code for creating new Intent object that would trigger the ProductCategoryListActivity.
//"SELECT" button
Button buttonSelect = (Button) findViewById(R.id.button2);
buttonSelect.setOnClickListener(new View.OnClickListener() {
//Setting onClick action to call ItemsListActivity
@Override
publicvoidonClick(View v) {
Intent selectIntent = newIntent(MainActivity.this, ProductCategoryListActivity.class);
MainActivity.this.startActivity(selectIntent);
}
});
}
We have updated the Android Manifest file accordingly with new intent filters and the layout file of the
MainActivity with the XML code needed. A layout file for the ProductCategoryListActivity was also created.
A list of the implemented categories can be observed in Figure 3.
Figure 3. The product category list
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 Help functionality – HELP button

We have implemented this functionality by creating a new class, HelpActivity, which extends the Activity class.
To add text information and image help indications we have used the TextView and Image View classes
available in the android.widget package. A new button was created in the MainActivity class and its onClick()
method was overridden to create an Intent object that would trigger the HelpActivity.
//"HELP" button
Button buttonHelp = (Button) findViewById(R.id.button3);
buttonHelp.setOnClickListener(new View.OnClickListener() {
//Setting onClick action to call HelpActivity
@Override
publicvoidonClick(View v) {
Intent helpIntent = newIntent(MainActivity.this, HelpActivity.class);
MainActivity.this.startActivity(helpIntent);
}
});
The Android Manifest was updated accordingly with intent filters and the MainActivity’s layout file with
additional XML code. Increased attention was given to the layout of the HelpActivity class, considering the
multiple widgets needed to be included on a single application screen.
6. Conclusions
In this paper we presented the methodology for development of mobile marketing applications to provide
information about various products at the point of sale to their consumers via smart phones. Furthermore, we
described the use case and application design, implementing on Android a service for selecting product
categories from a predefined list or by simply scanning a barcode or QR code, subsequently returning detailed
information that will allow consumers to make smart decisions when shopping purchase.
A current problem is the increasing malware applications and cyber criminals that take advantage of the rapid
proliferation of QR codes on posters and promotional materials and overlap their own malicious code on the
legitimate ones. If a certain person manages to tamper with a QR code, it can get users redirected to a malicious
site from which to download a malware or trojan. Applications can access less precise location sources such as
databases provided by mobile operators or more precise location sources such as the Global Positioning System
to determine the location of the phone or tablet, if available. Malicious applications can use this to determine
where the user is, or to send data to other people. They may also consume more battery power. QR type
applications should include an option for code verification on an URL and have a warning system in case the
codes are unreliable.
The application should allow the use of the account authenticator capabilities of trusted authorities, including
creating accounts, getting and setting passwords, connecting to different Google services using accounts stored
on the device. By enabling application to request authentication tokens, this feature would be useful if the phone
is lost, as a back-up of all the scans.
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Abstract. The following paper focuses on a market analysis of the behavior of felling companies on the primary
central Romanian timber market based on a quantitative survey. The results obtained using specialized statistical
software point out that there is a clear need for an improvement in the way in which forest districts communicate with
these companies regarding timber auctions, as well as several other issues regarding this particular form of selling.
The proposed solution for this issue is the implementation of an on-line platform where auctions would be advertised
in detail, in real time, companies could register for them, thus improving the process and shortening the time span
required for its completion. Such a platform (designed for the Central Area) will not only contribute to a better
organization of the wood auctions and their transparency but can also serve as an example for other areas of the
country, especially those where the wood industry is very developed. Such a platform is needed as wood auctions
represent the essential factor in the primary wood market and consequently impact on the entire wood processing
circuit, from fellers to the final consumer.
Keywords: timber market, auctions, on-line platform, advertising, communication, transparency.
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1. Introduction
In an economy which has become more and more dynamic and fast paced, the Romanian wood industry has
remained firmly lodged in the classic forms of auctioning and communication. At this point, all wood owners,
whether private or public, must sell the wood mass through public governed auctions and all communication
with potential buyers, the felling companies, is done through outdated channels such as magazine
advertisements.
Based on the research we have conducted for the PhD. thesis entitled: ‘Marketing Policies and Strategies for the
Wood Industry’ which addressed the opinions of the managers of felling companies from the central area of
Romania (six counties) regarding the wood auctions a clear picture regarding the flaws of the system has
emerged.
We have analyzed the answers given to 5 relevant questions in the survey by the 72 managers who replied, those
pertaining to the number of auctions companies participate in during one year, how satisfied they are with the
way in which they are organized, how satisfied they are with the way in which they communicate with the forest
districts, whether they should improve their offers, if a centralized offer program should exist and if an online
promotion website should exist.
2. Statistical analysis of the market behavior of felling companies
The first aspect approached is the number of auction companies participate in one year (Q1). As we can see from
the following chart, most companies participate in 3 auctions a year. This can be related to two factors: either the
companies are large enough to require vast volumes of wood and they need to participate in all these auctions to
maintain their supply, or the companies are not able to purchase the wood they desire in just one auction,
whether it is due to prices, quality or placement of the felling area (Table 1 and Figure 1).
Table 1.Number of auction companies participate in one year
Number of auction companies participate in one year
Valid
All auctions
Once a year
Twice a year
Three times a year
Less than once a year
Total

Frequency
7
11
18
32
10
78

Percent
9.0
14.1
23.1
41.0
12.8
100.0

Valid Percent
9.0
14.1
23.1
41.0
12.8
100.0

Cumulative Percent
9.0
23.1
46.2
87.2
100.0

Figure 1.Number of auction companies participate in one year
Q1: "How often do you take part in timber auctions?"

12,8%

9,0%
All auctions
14,1%

Once a year
Twice a year

41,0%

23,1%

Three times a
year
Less than once
a year

By analyzing the auction records (Table 1 and Figure 1), we can see that, most companies who take part in 3
auctions, especially the small and medium sized ones, enter these auctions but only manage to make a purchase,
on average, in only one.
The main reason given by the managers is the high price, driven up by the strong competition from large
multinational companies (Antonoaie et al., 2011; Antonoaie, 2012; Dinicu, 2008; Drăgoi, 2000).
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When questioned (Q2) about the level of satisfaction regarding the way in which the auctions are organized
(Figure 2), 52.6% of the managers replied that they are satisfied (41.1%) and very satisfied (11.5%).
Nevertheless 15 managers were dissatisfied (12.8%) and very dissatisfied (9.0%).
Although the majority of managers approved of organization of the auction, the percentage is not large enough
(25.6%), and in our opinion there is still some room for improvement.
As far as the lever of satisfaction regarding the communication with the sellers is concerned, most managers,
52.6%, are satisfied and very satisfied (Figure 2).
Nevertheless, as is the case with the organization of the auctions, the percentage is not high enough, especially
when taking into consideration the fact that 21.8% are dissatisfied and very dissatisfied. We attribute this
dissatisfaction with the communication channels used which is not quick enough or efficient enough.
Figure 2. Level of satisfaction regarding the way in which the auctions are organized
Q2: "Are you satisfied about the way in which you
communicate with the forest districts?"
11,5%

9,0%
12,8%

Very dissatisfied
Dissatisfied
Neither, none
Satisfied

41,1%

Very satisfied

25,6%

This belief is further reinforced by the answers given to the question Q3: ‘Do you believe that the forest districts
should better promote their offers?’ where the vast majority of the managers replied ‘yes’, a strong percentage of
75.6, while only 24.4% are satisfied with the current offers (Figure 3).
Figure 3. Perceptions of managers about the promote of the offers
Q3: "Do you believe forest districts should better
promote their offers?"
24,4%

No
Yes

75,6%

The final part of the survey focused specifically on whether the managers want a centralized electronic offer
(Q4) and if they want an on-line promotion of the auctions (Q5). The majority of managers (61.5%) do want a
centralized electronic offer regarding wood auctions (Figure 4) as well as on-line promotions (74.4%) which
would ease the communication between sellers and buyers (Figure 5).
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Figure 4. Perception of managers about an on-line centralized electronic offer (1)
Q4: "Do you believe there should be an on-line
centralized electronic offer?"

38,5%
No
Yes
61,5%

Figure 5. Perception of managers about an on-line centralized electronic offer (2)
Q5: "Would you like auctions to be promoted
on-line?"
25,6%
No
Yes
74,4%

The overall conclusion of this part of the survey points in one clear direction: there is a strong need for an on-line
centralized auction promotion platform which would improve the communication between the forest districts and
felling companies as well as ensure the fact that the auctions advertisements reach the buyers as soon as they are
published.
3. Proposed on-line auction platform
In the second part of the paper, based on the results of the research before, we would like to propose a model for
such a web-site for the central region of Romania, more precisely the Brasov, Covasna, Harghita, Mures, Alba
and Sibiu counties.
At this point, the primary wood market in Romania is governed by a set of laws and controlled (regardless of the
type of property, public or private) by the ITRSVs (Territorial Inspectorate for the Organization of Forestry and
Hunting). These Inspectorates are specialized organizations which regulate, guide and control, placed under the
direct control of the ministry in charge (ITRSV, 2014).
As far as the state owned forests are concerned (3245 thousand hectares, 49.63% of the total Romanian forest
fund) the auctions held in order to sell the wood are organized by ROMSILVA through the regional Forestry
Departments (ROMSILVA, 2014; DSBV, 2014).
Privately owned forests (owned by private individuals, companies or local councils – 3294 thousand hectares
(50.73% of the Romanian forest fund) organize their own auctions (RPLPK, 2013; APPR, 2013).
Sellers who have wooded areas ready for felling, according to the forestry management decide to organize an
auction and publish an advertisement in specialized magazines. Companies register for the auctions, by
submitting a fixed set of documents, which are analyzed and if they comply with the regulations they are allowed
to take part in the auction. Even though most sellers host an average number of three auctions a year, and mostly
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the same companies take part in all of them, these felling businesses must submit the same set of documents for
each auction which require a certain period of time to process.
Figure 6. The on-line platform (the first page of the web site Wood Auctions - Central Area)
Search
CURRENT
AUCTIONS

PARTICIPANTS
REGISTRATIONS

PAST AUCTIONS



FORUM

Wood Auctions Central Area
SELLER
CONDITIONS

AUCTION
S

BUYER
CONDITION
S

The on line platform (Figure 6.) contains the following:
 A history of past area auctions, with all the necessary data to make value analyses on them and their results
(Past Auctions); we believe that both the seller and the buyer are interested in the supply and demand of
previous auctions as well as the percentage of wood sold; based on these we can calculate an index ‘offer
coefficient’, which defines the attractiveness of an offer or in other words the selling percentage; in the same
way the buyers can calculate the ‘auction value index’ which shows the relative growth of the selling price in
connection with the asking price (Drăgoi, 2000);
 Current auction coordinates (Current Auctions), which are: date, time and place; the characteristics of the
wood mass on auction (species, volumes, dimensions, health); area characteristics where the felling will take
place, including special conditions and regulation (for ex. Restrictions); the number of buyers registered,
asking prices and auction steps; distances to permanent roadways (with attached documents) and the state of
these roads;
 Necessary registration conditions (Participants Registration); these refer both to the wood seller (Seller
Conditions) and to buyers (Buyer Conditions); the conditions mentioned here are those imposed by current
laws and regulations and are detailed further in other sections of the web site.
What we propose is an on-line system where companies which form the primary timber market to publish their
auction advertisements and where the felling companies can register for them. By using a digital data base with
the company documents, the registration process would be significantly shortened and therefore be more
efficient.
Moreover, the forest districts would be able to quicker see the number of interested companies in their products
and make the necessary adjustments to better their offer.
The felling companies would receive immediate announcements regarding the ongoing auctions and at the same
time see which companies are already bidding for the same lot of timber. This way they could avoid competing
against much stronger companies and waste time in the particular auction.
Such an on-line portal would also provide a transparent data base regarding previous auction along side statistics
and charts about the evolution of the price of certain types of wood or how many auction steps a company has
taken in the past, to better handle future auction behavior.
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The system would work on a subscription basis, with the forest districts being the permanent members of the
community and the felling companies registering for the time period when they are interested in purchasing
wood through the auctioning system.
Based on several similar web-sites and the data provided by our survey we believe that a platform of this type
would significantly reduce the time frame in which a company is made aware of an ongoing auction by between
15 and 20%. Moreover, as part of a qualitative research by the author, 8 forest districts managers were
questioned on topics regarding wood auctions and the way in which they promote their products and services.
The data collected implies that these managers also desire the implementation of an on-line promotion platform
so as to better get the auction advertisement across to the potential buyers, improve communication between
them and the felling companies as well as manage the submitted documents more efficiently.
4. Conclusions
Nevertheless, a completely on-line auctioning platform cannot be implemented at this point for two main
reasons: first of all, the current legislation regarding timber auctions clearly states that these auction are to take
place in the forest districts, and are open outcry options with fixed bidding steps and secondly, the physical
verification of the wood surface on auction cannot be excluded from the process, as buyers need to see the
product first hand in order to make an informed purchasing decision.
Therefore, to sum up, the current situation regarding the primary wood market in the central region of Romania
and its main market mechanism, the wood auction requires a change of perspective regarding the way in which
companies and forest districts approach the issues of promotion and communication. That being said, we believe
that an investment in an on-line platform, which would allow for better exposure, improved communication and
useful data bases in the best course of action for this market.
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Abstract. This article begins with theoretical aspects regarding marketing programs and continues with the analysis
of the economical and social context. Because, in the recent years, the problem of professional insertion of students
and graduates has grown and due to the fact that students have problems finding internships, this paper proposes to
develop a marketing program that facilitates the access to the labor market. The proposed marketing program
contains seven main activities. The overall marketing program has an allocated budget of 23,400 euros, which is
distributed according to the needs of the related activities. Its development time is approximately 9 months. Thus, in
order to help young people to integrate themselves into the labor market, a greater focus must be put on the practical
training during their years of studies. One of the conclusions of this article is that more internship programs should
be developed, that have a higher complexity, and if possible, are carried out at more than one company.
Keywords: internship, professional insertion, specialized platform, marketing program, labour market.
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1. Introduction
Education is a crucial factor for the development of any society, and the education system in Romania went
through major changes recently (Palade et. all, 2013). Thus, the transition from school to work and to finding an
internship became increasingly difficult. Starting from these premises, it was developed a marketing program
with the purpose to create a specialized platform that facilitates finding jobs or internships. The online platform
is dedicated exclusively to students and graduates of “Transilvania” University of Brașov.
Therefore, in this article some theoretical aspects regarding marketing programs will be reviewed firs, followed
by the analysis of the economic and social context, and establishing the main objectives of this program together
with describing the principal activities.
In the end, the marketing program is complemented by the Gantt chart and Critical Path Method.
2. Literature review
The marketing program is a developed plan of a complex activity, that is composed of a set of practical steps
having as a result the achievement of a goal or a set of objectives, actions staggered in time, while indicating the
responsibilities of the human resources, and the material and financial aspects evolved in performing each
activity (Niculescu, 2000, p. 331).
The role of marketing programs is to identify and structure the problems that businesses are facing and to help
achieve their strategic goals. With the use of marketing programs the overall objectives of the company are
formed, the strategies and tactics required for achieving the objectives are established and are created the
marketing policies that influence the company’s current activity (Idrescu and Coderie, 2009, p. 111).
Thus, the marketing programs play an important role in:
 determining the areas in which an economic unit will develop its various activities;
 determining the objectives of the company in each field;
 formulating the preliminary hypotheses regarding the market conditions on the proposed market
 developing the marketing strategies
 establishing priority concerns for improvement in the future work (Patriche, 1994, p. 21).
It is known that the consumer needs are changing, so the marketing programs have to be more and more
efficient, and must be adapted to each targeted group (Kotler, 2008, p. 1041).
The development of the marketing programs begins with identifying the consumer needs regarding a particular
product or service.
To be successful, a marketing program must follow a certain methodology which implies the logical succession
of specific steps that build up the whole process together with specifying the content of each stage. It can be said
that the purpose of a marketing program is to ensure the use of funds in the most cost effective manner.
Marketing Plan in Balaure Virgil's vision includes the below presented structural elements.
Table 1. Structural elements of the marketing plan
Structural elements
Brief
Analysis of the environment
The hypothesis of the marketing plan
Objectives of the plan
Marketing Strategies
Marketing Program
The budget
Control Systems

Content
Presentation of the content of the marketing plan
Identifying the factors which influence the marketing activity
The hypothesis that are at the core of the marketing plan
Setting the goals of the plan
Directions for action
Sequence of the activities, establishing the responsible persons, the duration and the costs of each activity
Revenue and expenditure shown for each activity
The most efficient way to analyze the impact on the targeted segment

Source: Adapted from Balaure V., (2002), Marketing, Edition II, Ed. Uranus, Bucharest, p. 587.

In order to coordinate the activities of the marketing program, modern techniques shall be used. The most
commonly used methods are based on the graphs theory, for example the Critical Path Method - CPM and a
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variation of critical path analysis - PERT method - Program Evaluation and Review Technique (Epure, 2001,
p. 136).
Among the modern techniques that are used to develop marketing programs, it was highlighted the Critical Path
Method. This method consists in evaluating and reviewing of the programs so that the objectives can be achieved
within the established time period.
The critical path is the minimum duration necessary to achieve the objective of the program. At the same time
with the establishment of the critical path, with identifying the start and the end periods of the critical activities,
it shall also be placed on the graph the rest of the activities, taking into account their duration and the time
necessary to be connected to the critical path.
The effectiveness of a marketing program is given by the degree in which the objectives have been achieved.
3. Analysis of the economic and social context
The transition from school to work is a major problem for young people from all the countries. In Romania, this
problem is aggravated by the drastic reduction of the birth rate over the last 23 years. The number of young
population is increasingly reduced; therefore the Romanian society has major difficulties arising from this. In our
country it lives more than 6 million young people aged between 15 and 34 years. There is a continuous decrease of
this share of population, from 32.1% in 2003 to 28.6% in 2012 for the youth aged between 15-34 years. This
decrease was determined by several factors, such as life expectancy increases, declining birth rates and emigration
(Ministry of Youth and Sports, 2013). The share of young population in Romania is above the EU average, the EU
average being 27%, and the average in our country is 25.1% for the year 2012 (Eurostat European Commission).
Predictions of Eurostat show that the share of young people in the total population is expected to decline sharply
until 2060, and Romania is among the countries heavily affected by this trend. By the year 2015 Romania will fall
below the EU average of 27%, this difference being emphasized until 2060(Ministry of Youth and Sports, 2013).
The High rate of unemployment among young people is one of the most worrying problems and this phenomenon is present not only in developing countries but also in advanced economies (Palade, Constantin, 2013).
In Romania, the unemployment rate among young people under 25 years records an alarming value of 22.7% in
2012. In three development regions of Romania: Central, South-Muntenia and South-East, the unemployment
rate among young people aged 15-24 for 2012 exceeded the value of 25% (National Institute of Statistics). The
data on youth unemployment at the regional level shows that there are significant regional differences, ranging
from 36.3% in the Central region to 11.9% in the Northeast region.
In Romania, graduating from higher education does not improve the unemployment situation, as opposed to the
global trend. Thus, if unemployment among people aged between 25-29 years who have completed a secondary
school or post-secondary level was 10.3% for 2012, the level was 10.9% for university graduates. The entering
of Higher education graduates on the labor market may be blocked because employers prefer the experienced
staff (Project DOCIS, 2010).
Because of this, students need a longer internship in order to apply what they have learned in class.
4. Marketing program
In order to facilitate the process of finding an internship and to facilitate the transition from school to work, it
was proposed the following marketing program.
The SMART objectives of the marketing program are:
 A 30% increase in the professional insertion of graduates from “Transilvania” University of Brașov by the
end of 2017.
 The 10% increase of the number of companies available on the online platform of jobs and internships by the
end of 2015.
 Improving the image of Transylvania University until the beginning of 2016.
 Implementation of the fully functional online platform for jobs and internships, by the end of 2015.
In the marketing program are proposed seven main activities. These are detailed below.
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Activity A.1. Achieving a market research among students and graduates of Transilvania University of Brasov
Justification: In order to make the platform more effective a market study is needed, which shows the needs of
students and graduates. This will start with a qualitative research, followed by a quantitative research.
Description: Following the completion of the qualitative research the directions for the quantitative research will
be draw. After establishing the research objectives and the draft of the questionnaire, follows the data collection
and the analysis of the results. Finally, the report resulting from the study will be prepared.
Subactivities:
 qualitative research;
 quantitative research;
 preparing the final report.
Responsible: Marketing Doctorate Department, Budget: € 6,500 Duration: 12 weeks
Activity A.2. Analysis of the companies which operate in the Central Zone of the country.
Justification: To be able to contact the companies in the central area, it is necessary to create a database that
includes all firms operating in the area. In this a clear record will exist, which will be constantly updated.
Description: These companies will be contacted to see if there is an interest to enter in the universities platform.
Subactivities:
 market research;
 analysis of the employment market;
 selection of companies interested in the platform.
Responsible: Marketing Doctorate Department, Budget: € 900, Duration: 4 weeks
Activity A.3. Signing the partnership contracts with companies interested in the universities platform
Justification: In order to operate the platform of jobs and internships, it is necessary to include the largest
possible number of companies. Also, it is required to post as many available jobs and internships as possible.
Description: All of the companies from the database will be contacted to see if there is interest in including their
job offers in the platform of the university. The companies who will join the platform, will be promoted in all the
events organized by the university and also on the university’s website.
Subactivities:
 contacting the companies interested in the platform;
 negotiation of contractual clauses;
 signing contracts.
Responsible: The Institute of Research and Development of the “Transilvania” University, Budget: € 2,000,
Duration: 4 weeks
Activity A.4. Competition among the students - creating a platform specialized for jobs and internships
Justification: In order to avoid hiring a specialized IT firm, it can be use the resources that the university has. It
should be organized a competition that awards the top three suggestions for the platform that are the least
expensive and are the most viable.
Description: A competition among the students will be organized, at the end of which prizes will be awarded for the
best proposals. The contest will be promoted internally within the faculties and it will run during one month. The
proposed projects shall be presented during a single day and the committee will selecting the best three projects.
Subactivities:
 organizing the competition;
 promoting the contest;
 choosing the best proposal.
Responsible: The office of Marketing and Image, Budget: € 5,000, Duration: 8 weeks
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Activity A.5. Platform Implementation
Justification: In order to be as visible as possible and also to help the students, it is required a domain name and
web hosting.
It is preferable to be simple, easy to understand and to remember. Like any event, the platform must be launched
with a ceremony with the best visibility possible.
Description: After registering and hosting the web domain, it is necessary to post the job offers and internships.
To be visible and transparent, the event will be held at the University Hall. This event will be attended by:
members of the university, students, representatives of companies and the media.
Subactivities:
 domain registration and web hosting;
 posting notices about jobs and internships;
 inauguration event for the platform.
Responsible: IT Department and The office of Marketing and Image, Budget: € 2,500, Duration: 8 weeks
Activity A.6. Promoting the online platform for jobs and internships
Justification: Organizing a promotional plan, is required to make the platform known among students and
companies that wish to work together with the university.
Description: The most appropriate promotional ways will be chosen in order to reach the selected target segment.
Subactivities:
 choosing the most appropriate promotional techniques;
 establishing a promotional plan;
 implementing the promotional plan.
Responsible: The office of Marketing and Image, Budget € 6,000, Duration: 7 weeks
Activity A.7. Developing the final report
Justification: In order to analyze the impact of the platform among students it is necessary to develop a final
report.
Description: Following the analysis of the impact regarding the partnerships with the desired companies, the
impact among students will also be considered. The final report will conclude the recommendations for
improving the platform.
Subactivities:
 analysis of the impact of the partnership between the university and the companies;
 developing the report;
 recommendations for improving the platform.
Responsible: Research and Development Institute of the “Transilvania” University Budget € 500, Duration: 2
weeks
The overall marketing program has an allocated budget of 23,400 euros, which is distributed according to the
needs of the related activities. Its development time is approximately 9 months (9 months and 1 week), time
spent to achieve an online platform for jobs and internships.
Table 2.Marketing program activities
Symbol of the
activity
A
B
C
D
E
F
G

Content of the activity
Achieving a market research among students and graduates of “Transilvania” University of Brașov
Analysis concerning the companies which operate in the Central Zone of the country
Signing the partnership contracts with companies interested in the university platform
The contest among students - creating a platform specialized for jobs and internships
Platform Implementation
Promoting the online platform for jobs and internships
Development of the final report

Duration
(weeks)
12
4
4
8
8
7
2

Budget
(euro)
6500
900
2000
5000
2500
6000
500
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Table 3. Gantt Chart

Figure 1.Critical Path Method

B
C

A

E

F

G

D
After the 9 months follows the evaluation and strategic control, which closes the implementation process of the
marketing program described above. The evaluation strategy involves measuring the performance, while
controlling involves comparing the predicted results with the ones obtained. The purpose of this process is to
monitor and evaluate the differences between the achievements and goals to guide or correct the methods and
techniques for implementing the strategy according to the changes of the external environment.
5. Conclusions and recommendations
The economic development of a country is closely linked to the quality of human resources. Barro's studies
performed in more than 100 countries, from 1965 to 1995 show that education (especially higher education) has
a direct influence on the rate of economic growth (Drăgoescu, 2013, p. 19).Therefore, in the next period, it is
necessary to put a greater emphasis on the practical rather than the theoretical aspects of learning (Palade,
Brătucu, 2013).
In order to achieve this it is proposed to make multiple internships during the university years, which are more
complex and if possible, are performed at more than one company. Also, to increase the chances of a possible
employment and to add value to the knowledge gained, graduates should keep up with the technological
changes.
To facilitate the transition from school to work it was developed the marketing program shown above, which
aims to create a specialized platform for jobs and internships for students and graduates of the “Transilvania”
University of Brașov.
In addition to implementing the specialized platform, there must be a match between the schools’ curriculum
(which should be updated permanently) and the requirements of the labour market, because this mismatch
between the school and the need of the companies affects the whole society.
Another proposal for the specialized platform is to develop partnerships between universities and local
companies by making barter contracts.
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Abstract. The study of purchasing behavior and consumer decision making is one of the most effervescent research
fields, as marketers are willing to commit high budgets in order to find out what does it take to please and loyalize
their customers. Neuromarketing holds the promise of revealing the intricate neural processes that lie behind those
decisions and thus has attracted both numerous supporters and detractors, all of them very vocal in their opinions.
This paper deals with the sensitive ethical issues raised by neuromarketing research by investigating the approach
that companies in this field have towards ethics and the actions that they take in order to ensure that the participants
are protected. The research consisted in an exploratory survey that was conducted online, among neuromarketing
companies from all over the world, members of the NMSBA. The article discusses the main findings and their
importance for the research field as a whole and the participants to those researches in particular.
Keywords: neuromarketing, neuroscience, ethics, ethical responsibility, consumer behaviour.
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1. Introduction
Marketing research has a sustained dynamics, driven by major processes of the contemporary world, such as:
globalization, hyper competition, significant changes in the sale-purchase act due to the newest achievements in
information technology. Thus, market mechanisms - in general - and the decision to purchase – in particular have imposed a "refinement" of the research methodology and instruments.
The widest field of investigation in marketing research is the study of the demand-carrier behavior. If during the
second half of the last century, consumer behavior research focused on the valuation of methods for investigating
clinical psychology, sociology and psycho sociology (Evards et al., 2009), in the beginning of this new
millennium research goes “deeper” into the human ego, investigating the unconscious reactions (which take
place in the brain) of humans, who now face a much larger number of stimuli than three or four decades ago,
stimuli generated by market factors. All these factors aim to attract the buyer’s attention on the diversity of the
offer and to stimulate purchase.
Marketing research penetrates deeper into the behavioral mechanism in the context of the spectacular development
of neurosciences (Georges and Badoc, 2010; Bruhn and Koehler, 2010). Neuromarketing is nowadays a field of
interdisciplinary research that explores the unseen and uncontrolled processes and conditions, and determines
reactions favorable or unfavorable to the purchasing decision (Constensen (ed.), 2011).
2. Neuromarketing research and controversies triggered by it
Research based on neuromarketing techniques found very quickly a wide range of practical applications, be it
food or beverage design, architecture of new housing units and their interiors, or the film industry, which adapts
the scenarios of movies depending on the reactions these movies should produce in the viewer’s subconscious
(Pop and Iorga, 2012). The many applicative facets of these research techniques were quick to produce rejection
reactions or heated controversy in the literature as well.
New technologies have always been considered with suspicion and reservations at the beginning of their
marketing, because they have brought a paradigm shift and force companies or professionals in the relevant
industries to innovate in order not to disappear from the market (see the introduction of digital photography or of
the iPod). The reaction described above is even stronger, as the new technology allows the viewing and analysis
of human brain reactions and threatens to invade the intimate space of thoughts only known by each of us
individually. Although this is not yet technically possible, the fear that in the future this technological barrier
may disappear has generated much discussion (Appelbaum, 2007; Alpert, 2007; Greely, 2006; Kulynych, 2002;
Illes and Racine, 2005; Illes, 2007; Tovino, 2005, Tovino, 2007). The fact that recently there has been an
increase in the number of academic articles describing the use of medical equipment to analyze consumer
behaviour (Smith et al., 2002; Dickhaut et al., 2003; McClure et al., 2004; Mast and Zaltman, 2005; Ahlert et al.,
2006; Knutson et al., 2007; Koenigs and Tranel, 2008; Plassmann et al., 2007; Renvoise and Morin, 2007;
Schaefer and Rotte, 2007a, 2007b) enhances this fear. This is why the authors intend to discuss the main issues
related to theneuromarketing research ethics.
3. Neuromarketing research ethics issues
Neuromarketing raised ethical issues since its beginnings, because of the research techniques that allow probing
the subjects’ brain activity and have an intrusive nature (Hyman, 2004; Farah and Wolpe, 2004; Illes, 2003,
Kennedy, 2004; New York City Bar Association, 2005; Canli and Amin, 2002). This problem is widely
discussed by the team led by R. Wilson in his article “Neuromarketing and Consumer Free Will” (Wilson et al.,
2008). The authors address, from ethical perspective, the way traditional marketing influences the buyer’s
decision-making process and affects his free will. The study draws a parallel between traditional marketing
actions (e.g. promotional activities) and actions based on a prior neuromarketing research. The authors come up
with three models of persuasion, which raise ever more subtle ethical issues.
The first model is the traditional one (Traditional Consumer Persuasion Model) - see Figure 1 - which explains,
from theoretical point of view, the persuasion mechanisms underlying the implementation of successful
promotional activities. The model has the following components:
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Figure 1.Traditional Persuasion Model

Source: Wilson, R., Gaines, J., Hill, R.P. (2008). “Neuromarketing and consumer free will”, Journal of Consumer Affairs,
42(3), pp. 389-410.

The first phase, the screening, consists in exposing relevant individuals in the target public to a marketing
stimulus and collecting information on the impact the stimulus had on them. The marketing message, which
announces a promotion, is drawn-up later, and in the intervention phase consumers are exposed to this
promotion. Depending on their rational and emotional reaction, they will develop a certain attitude towards the
product or brand, attitude that will lead to the decision to purchase or reject said product or service (outcome
phase).
This model also applies to neuromarketing studies conducted on populations of subjects in the form of the model
of collective persuasion by neuromarketing - see Figure 2 - the only difference occurring in the screening phase
– the feedback is obtained by recording the subjects’ brain activity, which provides information regarding their
nonconscious reactions. This information is then analyzed to develop a marketing message that stimulates the
neural structures associated with pleasure and reward.
Figure 2. Collective Neuromarketing Persuasion Model

Source: Wilson, R., Gaines, J., Hill, R.P. (2008). “Neuromarketing and consumer free will”, Journal of Consumer Affairs,
42(3), pp. 389-410.

If currently neuromarketing studies are conducted on samples of participants, in order to obtain statistically valid
results, in the future it will probably be possible to analyze the subject’s individual reaction and to target him
personally – see the Individual Neuromarketing Persuasion Model in Figure 3. This will enable professionals to
design promotional messages or actions specific for each person, depending on the stimuli to which such person
reacts positively, leading to a personalized marketing. Changes in relation to the previous model appear in the
intervention phase, such as the possibility to record the study subject’s brain activity throughout the visit in the
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retail network (Foscht and Swoboda, 2011). Depending on the reaction he develops for certain products or
services, the company can build and display punctual promotions, valid for that particular person.
The buyer’s final behaviour (the decision to buy or not) is also monitored, allowing the composure of a very
detailed profile. All these models raise ethical issues, which are more sensitive in the case of models using
neuromarketing techniques. For example, for the traditional model, the violation of the subject’s privacy may
take the form of faulty (or intentionally incorrect) information regarding the purpose of the research or on how
records made in the screening phase will be used. In case of individual targeting by neuromarketing, on the other
hand, the issues are more complex: brain records confidentiality, ownership or the right to sell these records to
third companies or beneficiaries (Wilson et al., 2008).
Figure 3. Individual Neuromarketing Persuasion Model

Source: Wilson, R., Gaines, J., Hill, R.P. (2008). “Neuromarketing and consumer free will”, Journal of Consumer Affairs,
42(3), pp. 389-410.

Neuromarketing research is conducted on samples of participants to allow the statistical validation of the results.
Recent studies confirm the idea that in the future, a “personalized marketing” will be possible, obtained by using
certain stimuli specific to each person. Perhaps in the future researchers will be able to monitor a subject’s brain
activity throughout his visit to the store - whether it’s a convenience store, hypermarket or supermarket, etc.
(Foscht and Swoboda, 2011). Market research based on neuromarketing raises specific ethical issues, different
from those of the traditional research model, in which one of the most common harms caused to the consumer is
the fact he is not correctly informed about how the information gathered in the screening phase will be used. As
for the neuromarketing, the most common problems are the assurance of the brain records confidentiality, the
ownership, the use and marketing of these records (Wilson, 2008).
Neuromarketing helps identify the reactions and emotions that arise from exposure to the message or the product
tested and, moreover, find correlations between the key sequences of the message and the emotions generated
(Butler, 2008). The ethical issue arises from the fact that the information can later be used to develop a message
that stimulates purchase, but which does not accurately portray the characteristics of the products to be
purchased (Tanasescu and Popescu, 2012; Wilson, 2008). Demand carriers could thus be deceived into buying
goods that do not satisfy their real needs and do not keep the promises made through advertising. Marketing
professionals denounce such practices and believe that the commercial success of such an approach is directly
related to the subject’s level of confidence in the neuromarketing research, namely the results obtained through it
(Brammer, 2004). Such a result cannot be obtained without imposing strict procedural rules and ethical elements
of good practices during the entire research process (Butler, 2008).
Another ethical issue is related to the consumer consent to the monitoring and continuous exposure to
promotional messages. An example in this regard is the existence of software able to interpret a subject’s facial
expression and “identify” a buyer’s reactions to a product or service offered. This information is usually gathered
using the surveillance cameras existing in retail units (Foscht andSwoboda, 2011). This way, data can be
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collected about customers without them giving their consent in advance and even without having been informed
of this, by using a general announcement like “Warning: video surveillance.”
Although the use of the research techniques offered by neuromarketing seems to be a relatively simple and very
beneficial approach for the company that wants to promote its products this way, it takes a major responsibility.
This responsibility primarily arises from the fact that by using neuromarketing techniques, a customer may end
up being manipulated, in his advantage or disadvantage, depending on his opinion. In this context, ensuring an
ethical framework of conduct of the entire study and convincing the subjects that they are not being manipulated
to their disadvantage is the major challenge the researcher faces. Moreover, the study subjects must be made
aware of the beneficial, rational and educational objectives pursued by the study, such as: campaigns against
smoking, excessive sugar consumption, alcohol consumption or fighting against drugs, promoting the
consumption of natural food with high nutritional values etc. (Pop and Dabija, 2013). In this respect, the
“manipulation” of the interlocutor to his advantage by using neuromarketing becomes a beneficial approach. The
question that arises in this context is who is entitled to decide on the degree to which the subject can be
influenced and/or “manipulated” and to what extent such manipulation is ethical (Pop et al., 2013). To answer
this question, the Neuromarketing Science and Business Association has developed a Code of Ethics (NMSBA,
2013), joined by all its members. This code clearly states a series of rules of ethical conduct relating to the
prohibition of procedures that may mislead the subjects investigated, due to their ignorance or lack of knowledge
of the field of neuroscience. Equally, companies that have benefited from such studies may not make
promotional offers to the study subjects. In the same context, the Code requires a clear presentation of the study
objectives to the participating subjects, and the information gathered may only be kept only until the completion
of the study. The study subjects have the right to terminate their participation at any time or request the deletion
of their records already made, if they feel their interests have been harmed in any way.
4. Results of our own investigation
The authors have conducted a qualitative exploratory research among 67 companies specialized in using
neuromarketing techniques on three continents (Europe, North and South America and Asia), members of
NMSBA, having as central question the level of interest to the ethical side these respondents manifest and the
evaluation of the level of transparency practiced by these companies in relation to the subjects of the studies
undertaken. The high response rate (over 77% of the surveyed companies provided complete responses) was
mainly due to the fact that one of the authors is a member of NMSBA.
From the multitude of data obtained through the research conducted, we draw some significant conclusions:
a) Participants in neuromarketing studies are particularly concerned with the nature and contents of the study
and with how it is conducted, while study beneficiaries (neuromarketing companies) are primarily concerned
with the protection of their reputation and the accuracy of the data collected;
b) Our survey respondents consider as important and very important the warnings on neuromarketing studies
coming from the media, regarding the possibility of breach of the respondents’ privacy; it is also true that
many representatives of these mass media are not well informed about the neuromarketing research issues
and techniques (Pop et al., 2013);
c) in view of reducing the anxiety level of the subjects participating in neuromarketing studies, most
respondents stated that their specialized department is part of a medical clinic which employs a neurologist
and/or neuropsychologist, which ensure the selection of the subjects to avoid the involvement of people with
neuropsychiatric disorders and that the equipment is regularly checked to meet the ISO standards;
d) the concern for the security and confidentiality of the data collected in the framework of neuromarketing
studies is another major dimension of the responding companies, which store content information separately
from demographic data, in order to make impossible the subsequent identification of the respondents; in most
cases, study subjects are informed about these confidentiality issues.
The research conducted, a few of the findings of which are presented above, can be a starting point for
addressing more thoroughly the issue of the neuromarketing research ethics. It draws attention to the serious
treatment of all relationships that develop between the participants in this type of studies. Possible states of fear,
anxiety or cognitive inhibition (Pop et al. 2014) that may be generated among the study subjects can be thus
avoided or mitigated and a guarantee of full confidentially of the personal information collected can be provided.
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Before any neuromarketing study, an explanatory briefing related to the method and contents of the investigative
techniques, the recording and use of the results should be carried out. Favourable premises for the rapid
development of neuromarketing techniques in Romania would be thus created, in conditions of complete safety
for the participants in this kind of studies.
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Abstract. The technological progress and trade globalization determined the emergence of a wide variety of
products and services and new ways of selling in which the consumer does not have direct contact with the product
or service provider, making him feel slightly disoriented when making the buying decision. On the other, hand
globalization and technological evolution have increased customers’ expectation on product and service quality. This
makes producers/providers take into account customers’ needs regarding the quality of products/services. As food
services become more important in the life of people from Brasov, the providers must use different methods for
determining customers’ satisfaction, so that they can face increasing competition. The present article aims to assess
the services offered by Nec’s Line Pizza restaurant and fast food, part of Sergiana group, using the Servqual method.
This method involves analyzing customers’ expectations regarding the quality of services they wish to buy and their
perceptions regarding the quality of services after delivery. The results of the research show that the quality of
services offered by the restaurant Nec’s Line Pizza restaurant and fast food is below customers’ expectations, but the
empathy shown by employees is appreciated.
Keywords: food sector, quality, customer protection, services, customers’ satisfaction.
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1. Introduction
The food services are defined as all activities of preparing, cooking, presenting and serving food products and
beverages for consumption in specialized units, at home or at consumers’ office.
The food sector includes all production and distribution of food and beverages and the preparation of dishes and
pastry products, purchase of goods, immediate consumption outside the units, and the creation of a favorable
environment for relaxation and recreation of customers (Nicolescu, 1999).
As all services, the food services have the following main features:
 Intangibility of services refers to the fact that they cannot be exposed, cannot be tasted, seen, touched or
heard before buying. In the food sector there is a physical part represented by the food and beverages. The
presentation/display of food and the quality of services provided can influence customers’ satisfaction.
 Inseparability of services refers to the fact that they cannot be separated from suppliers;
 Variability refers to quality of services which may vary depending on the supplier’s degree of involvement
and delivery quality (when and where the delivery occurs).
 Perishability represents the fact that services cannot be stored or kept for further use.
 The lack of property is the fifths feature of services. It refers to the fact that the service once consumed, run
out. This is different in comparison to a product bought which is available for a longer time.
As food services become more important in the life of people from Brasov, the providers must use different
methods for determining customer’s satisfaction, so that they can face increasing competition. The present article
aims to assess the services offered by Nec’s Line Pizza restaurant and fast food, part of Sergiana Group, using
the Servqual method.
2. Presentation of Sergiana Group
Sergiana Group is one of the biggest companies on the food market. Although customers tastes are different,
they are satisfied by restaurants’ diversity and existance of superior quality own products.
The products with the brand Sergiana Poiana Marului are made of fresh and young meat brought from their own
farm from Sercaia. Traditional recipes from Barsa Country are used which gives genuineness to their products.
The presentation of Sergiana Group restaurants
The HoReCa division is a distinctive field of activity of Sergiana Group. This is made of restaurants chains, an
event center and catering services. As a whole, the restaurant chain highlights the Romanian traditional kitchen
(with traditional recipes from Transylvania, including hunting and fishing recipes) and specialties from
international kitchen in order to satisfy different tastes of consumers.
 Sergiana Restaurant from Brasov, Mureşenilor Street No. 28
Sergiana Restaurant Brasov is located in the center of the county, in Brasov Old Center area - an area with high
potential tourism. It is a traditional restaurant from Transylvania, the label expressing power, safety and quality.
Here can be served specific products from Transylvania („sirloin with tarragon, as at Helder”, beef steak, sauce
and mottled liver, etc.) of superior quality, in a pleasant atmosphere and in Transylvanian traditional spirit. The
restaurant is located inside a cellar, the setting has a rustic flavor, the music is traditional and employees are
dressed in Romanian traditional folk costumes.
 The Ceasu Rau Restaurant from Brasov, Iuliu Maniu Street No. 56
It is a restaurant with Romanian traditional specific, where grilled meals, lamb meat, etc. can be served. The
label leads us to a traditional saying: „As a bad clock the restaurant does not let you go further, it invites you to
enter”. Although the exterior architecture of the building is not beautiful or remarkable, the interior is modern
and hospitable.
 Casa Tudor from Brasov, Avram Iancu Street No. 58
The restaurant is located near the central area of Brasov, where traditional meals can be served and can be
chosen from a wide range of fish dishes. The label of the location symbolizes safety, family space.
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 Nec’s Line restaurant from Brasov, Iuliu Maniu Street No. 43
The restaurant offers pizza specialties, fast-food, bistro and targets customers with average income. Another
service is home delivery for different dishes. During summer time the restaurant has an open air terrace.
 Tassi restaurant from Brasov, Roşiorilor Street No. 3
This restaurant with Italian specific is defined by style, class and elegance.
 The events center Sergiana Center, M. Kogălniceanu Street No. 15
Sergiana Center can host any type of event (weddings, baptisms, childrens parties, anniversaries, press
conferences) and the five rooms of the restaurant can be easily adapted to the most different requirements. Other
facilities include: parking, air-conditioning, projectors, amplifier with microphone, food serving (over 100
verieties), consultancy for the organization of each event type.
 Catering services are ensured in the restaurants: Sergiana Braşov, Casa Tudor, Ceasu' Rău and Nec's Line.
Services provided are: delivery, catering, economic (canteen type), event catering, coffee break or family
party.
The most important marketing strategy applied by Sergiana Group is development based on quality. The
Sergiana products are obtained using a specific technology and use 95% domestic raw materials, from the own
farm and from acquisitions from Romanian farms for beef meat, in strict compliance with the national traditions.
As a result, the products are smoked in classic cells with hardwood, preserving the specific recipes and
Romanian tradition. In this way, the products satisfy the requirements of demanding consumers, offering best
quality products.
The compliance with the traditional recipes and quality maintenance is one of the factors which supports the
growth and success of these products on the Romanian market. Within the internal quality assurance process is
applied the principle of a continuous control flow. This flow starts from the animal breeding and covers all
production stages until the delivery of the finished product.
Also, the Sergiana brand has a high local reputation because it was imposed on different markets (food, trade,
bakery) with a real impact on the area of Brasov. This was noticed by the number of restaurants from the
HoReCa field, by the existence of its numerous owned stores and by the product quality where products are
made in a modern and advanced technological system.
The basic philosophy of Sergiana group is represented by quality through the range of services offered and own
products from the stores’ shelves.
3. The SERVQUAL analysis for determining the quality level of the services offered by NEC’S LINE PIZZA
RESTAURANT AND FAST FOOD
The quality of services is a continuous concern of the company’s management and of the providing system,
because the services providing system depends on the customer (is involved in the production process). Also,
quality control and measurement by eliminating defects before service provision is not possible. „According to
this approach, the service offering targets the providing system and the company’s competitive strategy.
Customer’s satisfaction is a key influencing factor in creating future buying intentions of the customers.”
(Militaru, 2010).
Some experimental studies show that offering quality services in the food department of a hotel is very important
for the customers. The studies have defined the quality of services in relation with customers’ perception on
quality, which is exclusively based on the customers’ point of view.
In order to measure customers’ satisfaction and quality of services, a comparison between customers’
perceptions and expectations regarding the services required should be mad and differences should be noticed.
The tool used for measuring the quality of services in this project is ServQual, a diagnosis method of weaknesses
and a method used for showing the strengths applied to companies operating in the services field.
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The ServQual method applied on the restaurant Nec's Line Braşov presents two sections: the first is composed of
29 statements showing customers’ expectations regarding the services offered by the company and the second
section represents 29 statements measuring customers perceptions on the services offered.
The results obtained in the two sections are compared obtaining the gaps of service’s perception (represent the
difference between customers’ expectations regarding the required service and their perception after the service
has been provided) for each of the five dimensions of quality: tangibility, reliability, receptivity, trust and
empathy.
Tangibility dimension compares customers’ expectations with the company’s performance taking into account its
capacity to manage the tangibility elements, furniture, colour of the walls, the arrangement of the table, the
layout of the dishes, the appearance of the staff, etc. This dimension refers to the existing equipment and
facilities and to the appearance of the staff, and how they appear/behave in front of the customers.
Receptivity dimension reflects the company’s staff commitment to offering the service in a timely manner,
showing the availability and/or the company’s staff readiness to offer the service. Represents the desire to help
customers and to promptly provide them with the available services.
Regarding reliability, it refers to the company’s capacity to provide the service in the right manner, safe and
always at the promised performance level.
The consistency of the firm’s performance is reflected by the dimension of trust, which is one of the most
important quality dimensions. As a result, the failure to provide a service in which customers have trust is a
defeat of the company.
The empathy dimension is the staff’s ability to put themselves into the customers’ place, to better understand
customers’ needs and act so that the services is accessible to customers.
The way in which customers judge a service depends on the service process. That is why, customers satisfaction
depends on how the service is provided and its consumption. By using the ServQual method applied on the
restaurant Nec's Line from Brasov, show customers perceptions on the company’s services in comparison with
their expectations.
Regarding the quality of services offered by NEC’S LINE PIZZA RESTAURANT AND FAST FOOD a survey
was conducted in the period 12-17 April 2013. The interviewed persons were 24, including:
Age:
 21 persons aged 20-29 years
 2 persons aged 30-39 years
 1 person aged 40-49 years
Gender:
 15 females
 9 males
The towns where they come from:
 20 persons from Brasov
 1 person from Republic of Moldavia
 1 person from Sacele, Brasov
 1 person from Onesti, Bacau
 1 person from Focsani, Vrancea
Studies:
 14 persons with higher education
 10 persons with secondary education
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The questionnaire analysis led to the following results presented in Table 1 and Table 2.
As it can be noticed (Table 1), the average value of services quality has a negative value (-6.36), meaning that
the customers are disappointed, showing a low level of services.
Table 1. Average value of services quality
No.
1
2
3
4
5

Dimension
Tangibility
Reliability
Receptivity
Trust
Empathy
Total
General quality of the service

Average value of services quality
-5,93
-4,25
-14
-2,6
1,33
-25,45
-6,3625

Source: original, based on research data

The ranking of analysed dimensions by score obtained is presented as follows (Table 2).
Table 2. Dimensions ranking
No.
1
2
3
4
5

Dimension
Receptivity
Tangibility
Reliability
Trust
Empathy

Average value of service quality
-14
-5,93
-4,25
-2,6
1,33

Source: original, based on research data

5. Results of SERVQUAL analysis
From the situation presented in the table 2 it can be noticed that the tangible elements do not raise at the level of
customers’ expectations. The most pressing problem is the reduced and busy parking are in front of the
restaurant. The customers can use paid parking from the restaurant area. A proposal in this respect is the rental
of a number of parking lots by the restaurant which could benefit the customers.
Another dimension signaled by customers using this questionnaire is the variety of products and services offered.
In this respect the restaurant can conduct a marketing research among its customers in order to determine what
other products are expected to be offered by this restaurant. On the basis of the results, product policies offering
satisfaction to its customers should be established.
Receptivity of the staff is an element which should be taken into account by the restaurants’ management. The
employees are not willing to help the customers all the time, which raises questions regarding the tasks to be
accomplished. One of the reasons justifying this behavior can be the low number of employees and multiple
tasks they have to accomplish. In this respect management should analyze the situation and take measures such
as: hiring more staff or the reorganization of the flow of activities performed by the present employees so that
customers can benefit from the attention needed.
Reliability of services offered should also be taken into account, especially providing timely services. The delay
in serving the dishes ordered creates a state of restlessness and dissatisfaction among customers. In this respect, a
more open communication with the customers can be achieved, so that they can be informed on the activity’s
progress, communicating the fact that they are important and cannot be neglected. Also, if these delays are
frequent, the situation must be analyzed by managers and measures should be taken by adding staff which deal
with food preparation or by adding equipment in order to face customer’s requirements.
Regarding trust in services offered by the restaurant, customers feel that the employees do not give them
confidence. A reason could be the improper attitude of the employees in certain situations, reason why managers
should properly motivate employees in order to satisfy customers.
Empathy for customers is above customers’ expectations, indicating the fact that employees are involved in
understanding the specific needs of customers, giving due attention.
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Although, according to above results the quality of services offered by the restaurant NEC’S LINE PIZZA
RESTAURANT AND FAST FOOD is below customers’ expectations, they appreciate the empathy shown by
employees.
6. Conclusions
The quality of products and services offered by Sergiana Group highlights the effort made by the group of
companies to arrive at customers’ desires and expectations. Even if, according to the questionnaire applied in the
project on the restaurant Nec'S Line were shown negative issues regarding the quality of services provided, this
does not mean that other restaurants provide the same services of a lower quality. This restaurant targets a
specific customer, producing and selling products of fast-food type and pizza.
It should be taken into account a wide marketing research among consumers capable to support all the food units
with specific situations regarding the existing problems and on their basis to develop strategies and new ideas
which could lead to visible improvements in achieving provided services.
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Abstract. The purpose of this study is to develop a scale for measuring customer satisfaction for cosmetics direct
selling companies. We did not identify in the previous marketing research literature a model of customer satisfaction
for direct selling companies in Romania. The objectives of the research are: (1) to identify what are the main aspects
that define customer satisfaction; (2) to identify the dimensions of customer satisfaction construct. The research
method is a mixed one, both qualitative and quantitative research. We conducted 29 depth interviews and a survey on
a sample of 813 young loyal buyers of cosmetic products from direct selling companies. The main dimensions of
customer satisfaction construct are: personalization of the relation, the experience with the products, easiness of
buying, the reflection of the brand on the self image, the professionalism of the salesman and testing the products.
The results are important both for marketers and managers. Identifying the factors that determine satisfactions is an
important step in managing profitable customer relationships strategies.
Keywords: customer satisfaction, direct selling, factor analysis, cosmetics products, common factors.
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1. Introduction
Satisfaction is a major step in building customer loyalty (Oliver, 1999, p. 160) and it is often used as a predictor
of future buying process (Torres-Moraga, et al., 2008). Marketing literature offers many reasons for considering
satisfaction a key determinant of customer loyalty (Musa, 2005; Ranaweera and Prabhu, 2003). Satisfaction is a
major loyalty determinant (Gupta and Kim, 2010; Chen et. all, 2012; Sanchez-Garcia et. all, 2012; Lin and
Lekhawipat, 2014) but recently research argued that just a high level of satisfaction doesn’t guarantee loyalty.
Satisfaction is approached as “an affective answer to an experience” (Ting et al., 2013, p. 225) that involves
emotions, feelings, impressions (Chen and Cheng, 2012). In direct selling, satisfaction construct involves
satisfaction from the experience with the company (Oliver, 1997) and the seller, situational factors and products
attributes (Alturas and Santos, 2009). As determinants of customer satisfaction, the marketing literature mentions
expectations and perceived risk. Idealized, unreal images presented in commercial create bigger expectations and
if the products don’t confirm them, perceived quality is negatively affected leading to a low level of satisfaction
and loyalty (Gotlieb et al., 1994). Researchers indicate a higher level of perceived risk for people buying through
phone or catalogue (Jasper and Ouellette, 1994). Alturas and Santos (2009) identify a negative correlation
between perceived risk and acceptance of direct selling.
General satisfaction in direct selling is determined by the aspects concerning the seller, the products and the
perceived value (Musa, 2005). Perceived value refers to the benefits gained through direct acquisition compared
with the perceived economical and non-economical efforts. McDougall and Levesque (2000) show that both
technical characteristics of the product and interpersonal relationships create value. Performance is positively
correlated with satisfaction (Yuskel and Remmington, 1998). Product performance is the subjective evaluation of
the product, comparing the intrinsic and extrinsic characteristics. Seller’ performance refers to professionalism,
efficiency, the quality of the services he delivers (Ednut, 1999). Company performance means corporative
services (for instance, product returning policy) and image. Alturas and Santos (2009) identify the experience
with the seller and the presence of the product as satisfaction determinants
The purpose of the research is to develop a scale for measuring customer satisfaction for direct selling
companies. We studied cosmetics products sector, one of the most important field of the direct selling companies
in Romania. Considering that satisfaction is an important determinant of loyalty, we considered only the
perspective of loyal customers of companies that sell cosmetics products using the catalogue.
The objectives of the research are:
(1)To identify what are the main aspects that define loyal customer satisfaction
(2)To identify the dimensions of loyal customer satisfaction construct
2. Research methodology
2.1. Research method
We used both qualitative and quantitative research.
In the first stage, we conducted depth interviews, in order to identify the elements used by the consumers for
describing and evaluating satisfaction. Depth interview is one of the most powerful methods of investigation and
getting insights of people’s experiences. The qualitative data was used for a better understanding of consumers’
behavior and for building the questionnaire.
The second stage of the research is represented by the quantitative survey, in order to develop and test the scale
for measuring customer satisfaction.
2.2. Sampling
The sample is represented by young buyers of cosmetics products from direct selling companies, students of
Alexandru Ioan Cuza University of Iasi. They also had to have at least one year experience as one specific
company’s customers (buying at least every 2 months or the products from the catalog) and the last order to be
made no longer than 2 months before the research. It is important that customers have a previous experience with
the company and they are loyal to a specific company.
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For the depth interview, the sample consisted in 29 customers. The sample for the quantitative survey consisted
in 813 young students and the sampling procedure was the stratified random sampling.
2.3. Research instruments
The interview guide used for the qualitative research was build according to the rules suggested in marketing
research literature. Discussions have been conducted with 6 people from the research population, in order to
complete the themes and questions list for the interview guide. After the introduction section, the guide
continues with a section with general questions about the global experience of the customer with the company
and its products. The third section describes a more specific experience: positive and negative aspects of the
relationship with the company, advantages and disadvantages of catalogue buying and direct selling. The forth
part of the guide is focused on the customer relation with the seller: stories, positive and negative experiences.
We also used projective techniques to investigate perceptions about sellers’ behavior.
The quantitative questionnaire used in the survey was build based on literature review and the previous
qualitative research. The items evaluate customers experience with the direct selling cosmetics company they are
loyal to. We formulate formative items, measuring different dimensions of clients’ satisfaction. We used 7-point
Likert scales (1- totally disagreement, 7- totally agreement). The questionnaire was tested on a sample of 40
respondents from the representative population, in order to reduce systematic errors affecting the average of a
distribution and to verify if the questions are clearly formulated and easy to understand by the respondents.
2.4. Results
The first objective was to identify what are the main aspects that define loyal customer satisfaction. These
elements were generated during the discussions with the customers. Data were analyzed through tapes
transcription and coding. The items were formulated using respondents’ statements about their perceptions about
the subjects debated during the interviews.
We identified the following categories:
(a) Products
Products quality: “products have a high quality”, “I appreciate that the quality of the products is always
improved”
Diversity: “I can choose from a great variety of products”
Reality: “the products I receive are exactly like the ones presented in the catalogues”, “I received exactly the
product I have ordered”
Testing: “I can always test the product before I buy it”
Received value: “I feel more beautiful using these products”, “I feel that this brand defines me”
(b) Price
Perceived value: “I receive the proper value for the price I pay”, “the products have accessible prices”
Diversity: “I can choose from a great variety of prices for the same product category”
Promotions: “for me, promotions are very advantages”
(c) The catalogue
Design: “the catalogue is very attractive as a manner of presentation”
Tangibility: “it’s very important that I can see the pictures of the products in the catalogue before buying them”,
“the perfumed pages of the catalogue are very useful”, “I wouldn’t buy without seeing the catalogue first”
Information: “there is detailed information about the products”
(d) The order
Time: “It’s very important that I have more time to decide what I want to buy than in the store”, “I save more
time buying directly from the catalogue”
Returning policy: “I can always return the products, if I want to do this”
Comfort: “It is very easy to order products”, “The products are always delivered at my home”
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(e) The seller
Friendship: “he is very nice with me”, “he is friendly”, “he always gives me a good advice about what I want to
order”
Involvement: “the seller is always very open to inform me with everything I need”, “the seller is always inviting
me to participate at their presentations”,
Personalization: “he always recommends me the products suitable for me”, “he always asks me if I am pleased
with the products I have received”, “I receive special discounts for my order”, “I receive samples for testing the
products”, “he makes me feel a special client”
Professionalism: “the seller knows very well the products from the catalogue”, “he is well informed and
prepared”, “he offers me a catalogue every time I asked him”, “he gives me good detailed information about the
products”.
The second objective was to identify the dimensions of loyal customer satisfaction construct. Using the results
of qualitative research, we build 59 items representing different aspects of customer satisfaction but after testing
the questionnaire, only 42 items were included in the final research instrument. We used exploratory factor
analysis with SPSS 17.00, on a sample of 813 respondents. We have chosen common factor analysis (CFA).
Unlike Principal Components Analysis (PCA), which is just a data reduction technique, CFA is recommended
when the objective is to reproduce the intercorrelations from a set of items into a smaller number of latent
variables, admitting the existence of measuring errors (Brown, 2006). More than that, the factors obtained
through common factor analysis can be used in a structural model (SEM).
The extraction method was Principal Axis Factoring (PAF) with Promax as a rotation procedure. The value of
KMO test is 0.937, confirming that factor analysis in an appropriate analysis for matrix correlations. The null
hypothesis testing that population correlation matrix is a unit matrix is rejected by Bartlett's test of sphericity
(Sig=0.00). After the first running of factor analysis, 8 factors with Eigenvalues greater than 1 (Kaiser Criterion),
were identified, explaining 57.08% of total variance. As a general level of admitted variance, the researchers a
level greater than 60% (Malhotra, 1998). We removed the items with weak loadings, less than 0.4 – a cut-off
point (Raubenheimer, 2004). After performing a new factor analysis, we identified 7 factors with Eigenvalues
greater than 1, explaining 59.3% of total variance.
Table 1. The structure of latent common factors
Factor

Items

Average

1.Personalizatio
n of the relation

The salesman always knows how to recommend me the best products for me
The salesman always helps me to choose the products I need
The salesman always presents me the products in a detailed manner
The salesman always asks me if I am pleased with the products I receive
The salesman knows well the products from the catalogue
I have always received the products I ordered.
The products I buy are always exactly like the ones described in the catalogue.
For me, the promotions from the catalogue are very useful.
The salesman announce me just in time if a product is no longer available for selling
The catalogue is very appealing, as a manner of presenting the products.
It is very important that I can study the catalogue offer a few days before I order the
products
I am interested in the promotional offers
It is very easy to buy products ordering from the catalogue
I save more time buying from the catalogue
I feel that this brand defines my personality
I feel beautiful using this brand
I am more confident using this brand
The salesman is very polite with me
The salesman always offers me the information I ask
The salesman announce very quickly me that I receive my products
The salesman is very well prepared
The salesman makes me feel special as a client
The salesman offers me enough samples for testing the products
I can always test the product before I buy it

4.58
4.52
4.87
4.38
5.27
5.69
4.91
5.22
4.80
5.91

2.The
experience with
the products
3. Easiness of
buying

4. The reflection
of the brand on
the self image
5. The
professionalism
of the salesman
6.Testing the
products

* Cronbach-alfa on the scale.

5.69
5.41
6.16
5.09
4.02
4,19
4.43
5.90
4.98
6.13
4.83
4.96
3.01
3.52

Explained
variance
33.76%

α*

6.78%

0.739

5.54%

0.68

4.18%

0.86

3.19%

0.83

2.97%

0.69

0.883
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The final satisfaction scale reliability was measured by Cronbach alpha internal consistency. The value of
Cronbach alpha value is 0.93, indicating a good internal consistency (Malhotra, 1998) and that the items reflect
the same construct.
Table 1 presents the final common factors and the items for each factor. The importance of each variable in the
structure of one factor is suggested by the value of the average presented in the third column.
The final common factors obtained after the analysis are presented in the Figure 1.
Figure 1.The dimensions of customer satisfaction construct

The main dimensions of customer satisfaction construct that we identified in this research are: personalization of
the relation (the seller recommends products for his client, presents him and helps him to choose the best products),
the experience with the products (the similarity between the products presents in catalogues and the products
received by the client, the design of the catalogue), easiness of buying (time saving, buying from home, comfort),
the reflection of the brand on the self image (the way a brand makes the client feels), the professionalism of the
salesman (the seller knows well the products he sells, he is able to offer detailed information about it, he manages
his clients’ orders in the best manner) and testing the products (samples given by the salesman).
4. Conclusions
This study had the purpose to identify the dimensions of loyal customer satisfaction. The experience with the
salesman (professionalism, trust) is an important factor that determines customer satisfaction in the case of direct
selling companies (Alturas and Santos, 2009). In our research, this dimension was identified with different
components: personalization of the relation between the seller and the buyer and the professionalism of the seller.
Another dimension resulted from the research was the reflection of the brand on self image, a particular factor
for beauty cosmetics products. Consumers use products and brands that activate different aspects of their self
image. They buy a certain cosmetic product hoping that it will improve their image and they will be more
appealing, more attractive.
The easiness of buying, another satisfaction dimension, refers to the advantages of saving time, seeing the
products at home or using the catalogue. This is an important factor mentioned in another studies (Peterson et.
all, 1989), a clear advantage of direct selling but not necessarily a factor that influence customer loyalty also.
The possibility of testing the products is a significant advantage when buying cosmetics products and direct
sellers must offer their clients the samples for checking the products before buying them.
Managerial implications. Direct selling is a popular marketing technique in Romania and there is a lack of
customer satisfaction research in this field. The present study might be a starting point in investigating consumer
behaviour for direct selling products (preferences, satisfaction, loyalty), in order improve customer relationship
management policies. The results might help managers to understand the factors that contribute to their loyal
client’s satisfaction for they can adjust relationship strategies for loyal clients but also for develop strategies to
attract new clients and make them loyal to the company. The scale for measuring customer satisfaction might be
also used by companies (managers, marketing department) to measure the level of their customer satisfaction so
they can improve that aspects that are less appreciated.
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Limitations of the research. Research results cannot be expanded for another group of buyers because the sample
is represented only by young people. The scale for “Testing the products” only contains two items and this can
affect the final results. There are researches that recommend at least 3 items for every scale (Garson, 2010).
As future research directions, it is useful to improve the sample quality by investigating subjects from different age
and studies categories and develop a new research in order to test the scale using confirmatory factor analysis.
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INNOVATIVE PRODUCTS CONSUMPTION
BETWEEN NEED AND PLEASURE
Lavinia DOVLEAC
“Transilvania” University of Braşov, Romania
lavinia.dovleac@unitbv.ro
Abstract. This paper aims to establish the place and role of innovative products (especially high-technology
products) in the consumer’s life. The main paper work objective is to discover the proportion of utilitarian and
hedonic motivation of using this kind of products. It is well known that innovations enhancing new technology have a
high level of uncertainty because people don’t know what benefits these products could provide. So, the rate of
innovations adoption is quite low. The consumers are sometimes confused and they buy the innovations driven by
emotions, not on a rationale base. The answer for the consumers’ motivation for innovations consumption is based on
the results of a marketing research conducted among consumers from Braşov city. The survey focuses on analyzing
the consumers’ perceptions about high-technology products and how these products might change their lives.
Keywords: innovations, high-technology, hedonism, consumption, marketing research.
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1. Introduction
Technology has the power to transform lives – the products and services educate, entertain and connect
consumers.
The major concerns of the specialists in this field are to create new products appreciated by consumers as
helping to improve their lives. The intense competition causes a shortening of the life cycle of products based on
high technology because new products with improved performances appear at an amazing speed.
Digital Economy has created a consumer whose needs and desires are completely different from the clients from
10 or 20 years ago. He became more demanding, he wants new feelings, new experiences. The increased
mobility, the distance, the arrival of new tools of communication and entertainment, are signals that the new type
of consumer gives enough time and interest in certain products such as telephones, televisions, computers,
electronic games, music players, and so on, many of them becoming an integral part of his life. As a result, the
new consumer is becoming more familiar with the new technology.
Marketing specialists from high tech companies consider that an essential condition for their survival on this
market is the translation of new technology in a response to consumers’ problems. But the question is: These
products are only solutions to consumer problems or there are more other reasons why consumers should buy
them?
Levy, cited in Bujok (2007) argues that “People buy things not only for what they can do, but also for what they
mean”. They prefer to buy products that “have personal and social meanings in addition to their functions”
(Levy, cited in Bujok, 2007).
All products have a certain degree of hedonism. This is because all products have some degree of symbolic
meaning that arouses at least some degree of hedonic motivations among individuals (Schlosser, 1998).
With increasing interaction with companies, the customers buy services and use products, but they always seek
subconsciously a degree of pleasure and a new experience. Customer experience is a combination of the actual
performance of a company and the emotions caused by it (Gamble et al, 2008). Experience is the main value for
the client and has a major influence on subsequent behaviour; therefore it has a huge potential value for the
company.
According to Firat (1995: p. 72) nowadays “consumption has become the means of self-realization, selfidentification; a means of producing one’s self and self-image”.
Similarly, Shankar et al (2002: p. 501) notice that, now, consumers are “looking to the market to provide
resources and technologies that will enable them to achieve rewarding and sustainable states of being”.
The theoretical aspects related on hedonism and consumption reasons will be sustained in this paper by the
results of a quantitative marketing research, conducted among high-tech consumers.
2. The motivation of high-tech products consumption
Innovation is one of the main engines of economic growth at this moment. Innovation, an emblem of modern
society (Godin, 2008) was defined for the first time by Everett M. Rogers in the 60s (Rogers, 1962). High tech
industry is an innovations incubator. A high-tech product is defined rather by the perception that consumers have
of it than the contribution of technology that it incorporates (Hyde, www.3rdperspective.com).
Rarely a good is the product of a single technology. Generally, the products are a combination of old technology
with new technology and advanced technology that contribute in different proportions to create it. A car, a
mobile phone or a camera are created via several types of technology, but they will be considered high-tech
products from the marketing perspective only if consumers will perceive them as high technology products.
The consumer perspective differs from the manufacturer perspective. The producer’s interests seem to be
somehow opposed to the consumer’s interests.
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When the consumers choose products, they are interested in the characteristics, the consequences arising from
the use of products and how the consumption experience fits to his values (Gardial et al., 1994). The high – tech
product is adopted more quickly by consumers when it is easier to use and requires no behavioural changes.
3. Utility and hedonism in high-tech industry
Consumer behavior is sometimes irrational in that it is not always based on a cost-benefit analysis. In 1982, the
term “hedonic” was first used in a consumption sense (Hirschman and Holbrook, 1982).
According to The Chambers Dictionary (1993) cited in Hopkins and Pujari (1999: p. 273), hedonism is „the
doctrine that pleasure is the highest good; the pursuit of pleasure; a life-style devoted to pleasure-seeking”. It
means that hedonism is strictly connected with pleasure/enjoyment.
The concept of ‘hedonism’ is fairly complex. Research on hedonic consumption dates from the 1970. Motivation
research (1950s) focused on emotions and research on product symbolism (1950s) is invaluable antecedents of
Hedonic Consumption.
Consumption activities can be motivated by hedonic and/or utilitarian outcomes (Babin et al., 1994). Nowadays
consumers’ behavior is becoming more “hedonic” than „utilitarian” (Okada, 2005, p. 43). Indeed, consumption
experience is more and more often associated with topics like „fantasies, feelings and fun” (Holbrook and
Hirschman: 1982, p. 132) which refer to a unique kind of entertainment.
Experience itself is very individual/personal and, in turn, also subjective – that is why one specific type of
hedonic experience can have slightly different meaning to various consumers. It is conditioned by many factors,
e.g. personality traits, family, culture of the country of origin etc.
Figure 1 shows that in the consumption process the consumer receive subjective responses from the objective
features of the product.
Figure 1.The consumption event

Source: Addis and Holbrook (2001).

In some consumption experiences the objective characteristics of the product may “weigh more heavily than the
consumer’s subjective response” (Addis and Holbrook, 2001, p. 57). This is the case when consumers are more
interested in product’s functional features. Such products and the customer value delivered by them are termed
as ‘utilitarian’.
In some consumption situations, however, consumers’ subjective responses, e.g. emotions, weigh more than the
objective features of the product. Such products and the customer value delivered by them are termed as
‘hedonic’.
Ultimately, for some products the ‘weightings’ of their objective features and subjective responses can be very
similar or even the same and this type of products are labelled as ‘balanced’.
The utilitarian consumption is associated with the traditional view of consumption which is based on decisionmaking process (information processing) and refers to notions like functionality, constancy, rationality and
analysis. The hedonic consumption is connected with the experiential view of consumption and the following
concepts: interaction, variability, rationality and emotions, and uncertainty (Addis and Holbrook: 2001).
Hedonic consumption is strictly connected with ‘subjectivity’, so the same product can have different meaning
for two different consumers. Hedonic responses may be viewed as the essence of the usage experience.
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Hedonic shopping value refers to the sense of enjoyment and pleasure that the consumer receives from the entire
buying experience associated with shopping (Griffin et al., 2000). This value perception could vary depending
on individual shopping orientations (1), cultural orientations (2) and the economic and competitive environment
in which the consumer buys products (Subhashini, 2007).
4. Marketing research methodology and findings
The survey theme is „Attitudes, opinions and behaviours of population from Braşov city regarding the purchase
of consumer high-technology products”. The data was collected on a questionnaire with 49 questions in 2012
from September 1st to October 15th.
The main objectives of the research are: identifying the high-tech products mostly used by consumers,
identifying the consumers’ reasons for buying these products and the influencing factors for buying decision.
The sample for this survey consists of 393 individuals, with the age over 15, living in Braşov city.
We have chosen this early age of 15 because adolescents have more spare time and enjoy shopping more than
their parents (Lins et al, 2013). Shopping has been identified as a daily routine for young people (Lin & Chuang,
2005). Also, when they shop, they do so with peers (Luo, 2005). This behaviour increases the purchasing by
reducing risk perception and uncertainty and by increasing the buyer’s confidence that a wise purchase decision
was made (Kiecker and Hartman, 1994).
The data collected was processed using SPSS Statistics 17.0 (Constantin, 2006). We have selected from the
research results the relevant aspects of the consumers’ opinions and experience regarding high-technology
products.
Consumer perception about high-tech products is different from case to case. A considerable part of the
population still considers them a caprice (21.8%), while another part of the population (78.2%) considers them
absolutely necessary for various activities as shown in the following table.
Table 1.The consumers’ perception on high-tech products

Source: own calculations.

Using the chi-square test it was established that respondents' age significantly influences the consumers’
perception on high-tech products.
The consumers were asked how important is for them having high-tech products at home. Two thirds of
respondents (68.1%) consider very important to have high technology products at home. The mean value of 3.89
shows that overall the level of importance for this aspect is not very high.
Respondents were asked to express their opinion about the statement: "The high-tech products contribute to
improve the quality of life." Almost half of respondents (48.9%) expressed their agreement with the statement;
while 6% expressed their disagreement with the fact that high technology would improve the quality of life.
About 19% of respondents chose the answer "so, so". The responses structure lead to the conclusion that they
have a favourable opinion about this type of products.
According to the research results, when choosing a high-tech product, for almost half of the respondents (48%)
primarily matters the technical and functional features. For one of four people matters most the product price,
and for one of the five counts first the brand.
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Table 2.The consumers’ opinion on high-tech products improving the quality of life

Source: own calculations.

The graphic expression of the mentioned results is expressed below:
Figure 2.Main elements in choosing high-tech products

Source: own calculations.

The above results lead to the conclusion that about half of respondents consider extremely important the
technical characteristics of a high-tech product, which shows that many of them buy these products for their
usefulness.
More than half of respondents feel comfortable when they use a new high-tech product. One of three respondents
says he feels very nervous at first contact with a new product and only one of ten consumers considers himself
very confident. There is a small percentage of people who feel nervous (1.72%) or panic (1.15%) using a hightech product for the first time.
From all respondents, 57,3% buy high-tech products because they need them, 20,4% to offer a gift to
themselves, 16,7% to offer a gift to someone else and 4,4% for being in trend. The response structure is shown in
the table below:
Table 3.The reasons for buying high-tech products

Source: own calculations.
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Another discussed issue is the image of the owners of high-tech products in front of other people. When the
consumers were asked if they think that high technology provides a superior status to their owner, 41.22% of
respondents said yes, while 58.78% responded no. The responses structure proves that for an important part of
people, having high-tech products is almost a privilege. Through chi-square test was determined that
respondents' age influences their views on the status conferred by owning high-technology products.
For more detailed analysis of consumer opinions about high-tech products we applied the Principal Components
Analysis. Thus, it was observed that consumer perceptions can be grouped around two factors:
Factor 1 - Positive and open attitude of the consumers regarding the adoption of high technology products.
Factor 2 - Suspicious and reserved attitude of the consumers regarding the adoption of high technology
products.
5. Conclusions and discussions
A wide range of high-tech products have integrated very well into the consumers’ life, and it is almost
unbelievable that they could be missing from a home: such as a laptop, a LCD TV, a digital camera, a
Smartphone, a GPS for the car. But the rapid pace of developing more and more new products, more modern and
with more facilities may somehow confuse the public.
High-tech products have specific characteristics (high novelty, high-risk, uncertainty regarding their benefits)
that make the buying process more complex.
Consumers are put in the position to decide whether to buy or not a high-tech product based on objective and
subjective reasons. According to the research result, more than half of consumers believe that high-tech products
contribute to improving quality of life and they are useful for developing various personal or professional
activities. Few are those who consider these products just a caprice.
Although many respondents claim to buy high-tech products because of their utility, the research reveal other
subjective reasons related to pleasure such as: the desire to make gifts, the desire to be fashionable, the desire to
make a pleasure to itself. So, we can talk about a hedonistic consumption of high technology products. Also,
nearly half of respondents believe that high-tech products offer to the owner a special status in the community,
so we find here automatically the subjective component related to emotions
Another pillar of hedonism is the wide range of emotions (positive or negative) that consumers feel using hightech products. The high percentage of people who feel comfortable in the presence of high-tech products proves
that those persons are well informed. It also denotes that they are comfortable with the world of technology and
also demonstrate that they have developed the ability to use such products.
The companies from high technology industry should pay attention to the factors determining suspicious and
reserved attitude of consumers to these products. It is necessary for marketing experts to focus on the process of
presenting high-tech products and information of the target audience through demonstrations of their use. By
continuing promotion of the product benefits, the producers and retailers will be able to change the view that
high technology products belong only to a certain category of consumers.
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Abstract. This paper represents a marketing initiative for invigorating a competitive product, the container glass,
taking into account the benefits and the advantages for the potential customer and for the distribution chain.
Research concerning the main stakeholders on a global level was carried out by means of consulting companies’
annual reports, documents and materials created by specialised associations within the glass industry, several
specialised articles, as well as national and international databases. Moreover, on a national level, discussions were
held with the representatives of the professional association of glassmakers, with representatives of STIROM SA, the
only producer of package glass and with representatives from the Ministry of Economy. The industry of container
glass displays good perspectives as far as the consumption of this kind of package is concerned, as well as from the
perspective of the investments made by STIROM SA, which ensures quality products at competitive prices. In a
globalised world, the Yioula Group, a family firm which includes STIROM, represents an acquisition attraction for
the great global players, given the fact that the regional market it owns has excellent growth perspectives. At the
same time, the Yioula Group is a potential buyer of the small players in the neighbouring countries.
Keywords: benchmarking, container glass market, marketing strategy, case study “STIROM”.
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1. Introduction
The packing glass market is dominated by a few global and regional players. In Romania there is only one
producer of glass container in the form of bottles, jars and vials – STIROM, whose direct competition is
represented by the cheap and low quality products manufactured in Ukraine and Moldova and the products of a
similar quality manufactured by companies owned by regional or global players. It is very likely that the current
events, such as Ukraine’s and Moldova’s orientation towards the West, affect the glass industry in Central and
Eastern Europe, an industry dominated by the cost of the energy (gas and electricity) and the utilised
technologies. The investments made by STIROM in 2014 in the most modern and efficient technology in Europe
for melting glass ensure that this competitive Romanian player remains within the industry in which technology,
the respecting of the environmental norms, energy costs and client proximity play an important part in delivering
quality products at a competitive price. It is estimated that STIROM can deliver products at a competitive price
on a 500 km radius around Bucharest.
2. Benchmarking – a means of improving Romanian products’ competitiveness
In contemporary economy, which is marked by hyper-competition, globalization and the intensive use of
electronics and the Internet as far as business communication is concerned, companies, in order to become or
remain competitive, must identify the elements which could provide a competitive advantage (Kotler and Keller,
2012; Martin and Schouten, 2012; Bruhn, 2013; Winkelmann, 2013). One of the methods for obtaining an
answer for this question is benchmarking. Benchmarking encourages change within a complex and dynamic
system in which it is impossible to apply a permanent solution. The differences in results stimulate the usage of
benchmarking as means of reducing disparities (Pop et al., 2014).
Benchmarking is a marketing and management instrument by means of which we can identify, adapt and
implement the best practices in a specific domain in view of obtaining superior results. Benchmarking is an
ensemble of efficient practices upon which all marketing decisions are based. The permanent analysis of
competitors as well as the good understanding of tendencies and clients’ ever-changing needs is necessary in
order to remain competitive. One such example is the automobile industry which is extremely competitive and it
intensely uses benchmarking so as to optimize products and processes. In fact, the automobile industry is in itself
the base for the benchmarking realized by companies from other industries.
The Romanian economy must evaluate the best practices for various activity branches in order to be able to not
only create products and services which are competitive on the internal market in comparison to the external
competition, but also to penetrate and maintain extremely competitive external markets.
3. Container glass – a source of competitive advantages for the respective products
Container glass, as complementary product, may constitute an efficient marketing instrument when constructing
perception regarding the main product. Traditionally, container glass is mainly used in the beverage industry, the
food industry, the pharmaceutical industry and the cosmetic industry and allows for the capitalization of the
latent elements within these industries. The purpose of the package is to shelter the product and it may consist of
three levels of material (Kotler and Keller, 2008). Paco Rabanne cologne, for example, can be found in a glass
phial (primary package), which is introduced in a package made of thin cardboard (secondary package) which, in
its turn, is introduced in a box made of undulated cardboard (transporting package), the latter containing 72
boxes which contain cologne.
Used imaginatively and intelligently (Thomas, 1998), the package is an essential part of a company’s marketing
strategy, functioning, together with other elements, as a sales agent. The idea of complementariness between the
products of certain industries (main products) and their glass packages (complementary products) usually has a
major objective: the positioning or, if it is the case, the repositioning of said product (Lendrevie et al., 2009) as a
premium, quality product. Through its advantages and supported by the intrinsic quality of the product, the glass
package ensures an increase in notoriety and prestige.
The long term fundaments concerning the demand for food and beverage remain positive, although, because of
the financial crisis which began in 2008, the pressure exerted by the cost upon the product has been transferred
to the package as well. The modern lifestyle and the well developed social structures require efficient
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distribution chains, thus rendering the package as being of the utmost importance. The container protects the
product and it allows for an effective distribution. As packaging material, glass is a relevant part of the value
chain, being preferred in quality product series which are important for the geographical areas in which they are
manufactured and distributed.
Glass packages are being increasingly associated with premium products. Market reports prove the fact that,
within customers’ perception, glass is positively identified as a natural, attractive and quality material (Glass
Health PR Survey, 2014). Therefore, in developed of mature economies, as it is the case for Europe, consumers
tend to prefer quality products packed in healthy materials which offer the best storage conditions and offer an
attractive image. Lately, the diminishing of the income available for consumption has resulted in a growth of the
need to rebalance the cost of the packing in order to avoid the temporariness of the product. As far as the
durability is concerned, glass has proven to be a unique material, completely recyclable for an unlimited number
of times. Moreover, the ever-growing amount of available information regarding health and food security
confirms the exclusive benefits of glass as compared to alternative materials. Form an operational point of view,
the container glass industry has largely remained affected by the prolonged economic crisis. On the other hand,
sales within the glass package industry are directly influenced by temperatures recorded throughout the year and
by the results of the agricultural year, given the fact that this type of packaging is mainly destined for beverages,
beer and preserved food.
4. Coordinates of the container glass market
The package is an important and strong method of suggesting the product’s image and it contributes to the latter
being easily recognized, making use of shape, colour, design and structure of the material. The process of buying
and using is a multi-sensorial one and that is why container glass can be defined from the perspective of the main
sensorial elements: sight, hearing, touch, taste and smell. The most important element is the visual one because it
allows us to analyze shape and color. There is an infinite variety of shapes and it is considered that the four key
dimensions which have to be taken into account when performing an aesthetic evaluation are: angularity,
symmetry, proportion and size (Schmit and Simonson, 2002).
Angularity refers to shapes which have sharp corners in the form of triangles or rectangles, whereas the lack of
such angles results in round shapes. Angular shapes are usually associated with masculinity and dynamism,
while round shapes are associated with femininity and harmony. Symmetry, as factor which brings about
harmony and balance, has its limits and that is why asymmetry is sometimes used in order to catch attention
through dynamism. Proportion and symmetry are interconnected for perfectly circular shapes. Size can be
perceived as strong and solid for large shapes or as weak for small or thin shapes. The power of the size can be
overwhelming and it depends on the degree of compatibility between the shape and the brand, as it is the case for
the sinuous contour of the Coca Cola bottle, the square contour for the Chanel no. 5 bottle and so on. As
material, glass benefits from the advantage of being either transparent or colored, thus ensuring a large
communication benefit.
Once realized, a package must then be tested, there being several means of testing: technical tests assess the
resistance of the package under normal usage conditions; visual tests evaluate chromatic harmony; distribution
tests verify the attractiveness and the difficulty of the handling; market tests verify the receptiveness of the
potential customers towards the new package. [Kotler, Ph., Keller, K. L., 2012] The costs for the research and
development of a new glass package revolve around several hundreds of thousands of euros and the process in
itself can last up to several months.
The composition of the glass differs according to certain glass categories, but for the production of container
glass the main raw materials are: silicon dioxide (sand/silica – 70-74%), sodium oxide (12-16%), calcium oxide
(5-11%), magnesium oxide (1-3%), aluminium oxide (1-3%). When using recycled glass as raw material (in a
quantity that ranges between 0 and 95%), the ratios of the other elements are affected. The ovens which make
glass containers work non-stop or only with minor repairs for up to twenty years, after which they are partially or
totally reconstructed, depending on their state. Although the cost of a repair is usually 3-5 million euros, the cost
of reconstructing an oven (which produces 250 tons per day) is extremely larger. Studies have shown that a
company which produces package glass requires an investment of at least 40-50 million euros, even though there
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is the example of the factory in Quinn (USA) which has two ovens and high tech equipment and it respects the
strictest environmental norms and it cost approximately 400 million euros.
The glass container market in Europe is estimated at approximately 21.3 millions of tons of glass per year,
having over 46,000 employees in 160 companies from 23 European countries. Europe is the largest glass
container manufacturer in the world according to the European Container Glass Federation. The same source
estimates an annual production of 33 million tons, which means that glass packages represent approximately
63% of the total glass production.
The data in table 1 present the top positions held on this market by Germany, Italy and France (at a European
level), countries with an important capacity of producing premium products in Europe.
Table 1. European Container Glass Production 2008-2012 tonnes
Country
Germany
Italy
France
United Kingdom
Spain
Portugal
Poland
Other North & Central (Austria, Belgium, Denmark,
Estonia, Sweden, Switzerland, The Netherlands)
Other EU South-East (Bulgaria, Czech Republic,
Greece, Hungary, Romania, Slovakia)
Turkey
TOTAL

2008
4141824
3674347
3578849
2430929
2145835
1252342
872733

2009
3778852
3332414
3153660
2116155
1927949
1288314
908792

2010
3787750
3506532
3152023
2316604
1979957
1312909
986347

2011
4065452
3568710
3310186
2310667
2067016
1351919
986750

2012
3934844
3391277
3146755
2226321
2012381
1441962
987341

2074083

1950400

1950400

2041404

2095363

1206382
768320
22145644

1068659
612571
20137766

1068659
779462
20840643

1186726
822502
21711332

1196531
950000
21382775

Source: The European Container Glass Federation.

The factories which manufacture glass packages and, to a lesser extent, those that produce glass fiber, are the
main users of recycled glass. Therefore, their locations have a significant influence upon the recycling process.
The total amount of glass recycled in Romania increases from one year to the next, though it remains low in
comparison to the European average of 70% or the Swiss average of 96%. This positive tendency is in
accordance with the EU’s objectives regarding package waste, whose aim is to recover as much glass as
possible.
The main players in the packing glass industry on an international level, which dominate the entire global
market, are Saint Gobain (France), Owens Illinois (USA) and Ardagh Glass (Ireland). During the last years they
have artificially diminished their production in order to be able to maintain a relatively high price level, given the
fact that there has been a constant demand. Germany has also been seeing a tendency of price growth for packing
glass, especially in 2013, when it varied between 5% and 30% depending on the type [Frankfurter Allgemeine,
Du. 27 July 2014].
Upon assessing the main players of the packing glass industry at an international level the following global
tendencies were identified: special decoration techniques (Embossing, Screen Print, Base Printing, Coating, PSL
and Sleeving); the diminishing of the package’s weight by means of using lighter glass; effects regarding
consumption and transport costs; an integration of the process consisting in the production of glass packages, the
bottling and the distribution; the growth of investments in research and development; environmentally friendly
production equipment; an increase in the degree of recycling packing glass.
5. Case Study – Means and methods of invigorating the offer of packing glass at Stirom SA
STIROM SA is the only national producer of glass packages for the beverage and preserved food industries.
Their assortment of products consists of the following types of package:
 Bottles made in flint, green, brown or olive green colours with a capacity raging between 40 ml and 2,000 ml
for wines, alcoholic beverages, fizzy or natural refreshing drinks, beer and mineral water;
 Jars made of white glass with a capacity ranging between 80 m and 4,000 ml for preserved foods;
 Vials in flint colour with a capacity ranging between 8 ml and 1,000 ml.
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STIROM SA has a modern production capacity, consisting of 2 ovens with 7 production lines. The melting
installation, inaugurated in May 2014 is the most modern in Europe, according to SC STIROM SA’s
representatives. Through current investment projects realised with EU funds of approximately 40 million euros
the annual energy costs (natural gas and electricity) are reduced by almost 25%, these costs representing
approximately 40% of the total cost for producing a glass package.
STIROM operates only on the Romanian market with glass household items produced within the group it is a
part of, under the brand Uniglass. The household items are glasses, ashtrays, beer pints, bowls, ice-cream cups,
jugs, all made of white glass.
As of 2003, STIROM has been a part of the Yioula Glassworks Group, a family business with tradition in the
glass industry; the headquarters are in Greece and the other owned 6 glass factories are in Greece, Bulgaria and
Ukraine. STIROM SA was founded in Bucharest in 1968 under the name The Bucharest Glass Item Factory and
today it has 400 employees and a turnover of 204 million RON n 2013, out of which 15-20% represented
exports. STIROM’s production is of 115,000 tons of packing glass per year, which means approximately 400
million containers each year. Following recent investments it is expected that production increase up to 130,000
tons per year.
By introducing the NNPB production technology (Narrow Neck Press and Blow) lighter and more resistant glass
packages are obtained on the bottling lines, thus creating advantages regarding price, production and transport.
According to the company’s official website the manufactured glass packages are destined for industrial clients
in the alcoholic and non-alcoholic beverages industry, as well as the food industry, the structure being balanced
and split into categories.
Graphic 1. Stiom – Glass container sales volumes packed tones 2013

Source: www.yioula.gr

The consumption of glass packages on the Romanian market is estimated to 160,000 tons per year, which means
that STIROM is the leader of the glass packaging market in Romania with a market share of 60%. STIROM’s
main clients are the wine producers (all except Cotnari, which imports the packages from Moldova), beer
producers (Tuborg and Romaqua), still and mineral water, juices (Pepsi, Coca-Cola, Giusto), preserved food
(Contec Foods, Workla Food, Klevek, Conserv Buftea) and a re-retailer which sells phials for nail solvent. The
20,000 tons per year exports are destined for the neighbouring markets, especially Bulgaria, Macedonia, Turkey,
Hungary, Austria, the Czech Republic, Serbia. The optimum market covered by STIROM lays on a 500 km
radius around Bucharest; a greater distance signifies an increased transport cost which, in its turn, means a
significant increase in the price of the glass package.
STIROM had an EBITDA index of 25.7% in 2013, above the average of the main players in the glass package
industry (20.7%), benefitting from the advantages of the costs with the labour force, the energy prices and the
low costs with taxes.
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Graphic 2. Margin Comparison between major players in container glass market across European peers EBITDA Margin 2013

Soure: www.yioula.gr

The aim of marketing is to use the results of the analysis (competitive benchmarking) and to indicate a market
strategy to be followed by STIROM SA so that the latter can capitalise its economic advantages. The coordinates
for the market strategy which we propose (Florescu et al., 2003) for STIROM are:
 As far as the market dynamics is concerned: the increasing of the market share in Romania from 60% in the
present to 70-75% in the next 2-3 years and maintaining the export rate at about 15-20% of the production;
 As far as the structure of the market is concerned: a strategy differentiated on several categories depending
on the products that are to be packed (there are glass packages for ice-cream);
 As far as the market changes are concerned: an active strategy of adapting to the clients’ demands; the
internal design department as well as the matrix section allows for launching at costs reduced by up to 30,000
euros; new glass container in a relatively short amount of time;
 As far as the market requirements are concerned: a strategy of high requirements from the perspective of the
quality of the glass, as well as of a quick response to the changes in clients’ demands and of respecting the
EU’s environmental norms;
 As far as the competition level is concerned: a strategy of being the leader and thus establishing the rules for
the market it covers.
STIROM SA is an example for success in a traditional industry in Romania and it confirms the fact that if the
approach is systematic and specific to the glass industry, the results and the perspectives are very good.
Acknowledgements
This work was cofinanced from the European Social Fund through Sectoral Operational Programme Human
Resources Development 2007-2013, project number POSDRU/159/1.5/S/142115 „Performance and excellence
in doctoral and postdoctoral research in Romanian economics science domain”.

References
Bruhn, M. (2013). Relationship Marketing. Das Management von Kundenbezieungen, 3. Aufl., VahlenVerlag, Muenchen, p. 56
Enescu, C. (1993). Modele de analiza a activitatii de comert exterior, Editura Academiei Romane, Bucuresti
Florescu, C., Mâlcomete, P., Pop, N.Al. (2003). Marketing. Dicționar explicativ, Editura Economică, București, pp. 670-673
Francu, M. (2008). Ghidul pietelor europene industriale, Tribuna Economica, Bucuresti
Keegan, W.J. (2014). Global Marketing Management, 8th edition, Pearson Education
Kotler, P, Jain, D., Maesincee, S. (2009). Marketing in era digitala. O noua viziune despre profit, crestere si innoire, Meteor
Business, Bucuresti
Kotler, P., Keller, K.L. (2008). Managementul Marketingului, 5th edition, Teora București

Marketing initiative for invigorating a competitive product – the container glass

147

Kotler, Ph., Keller, K.L. (2012). Marketing Management, 14e Global Edition, Pearson, Boston, pp. 211-212
Lendrevie, J., Levy, J., Lindon, D. (2009). MERCATOR. Theories et nouvelles pratiques du marketing, 9e edition, DUNOD,
Paris, p. 721
Martin, D., Schouten, J. (2012). Sustainable Marketing, Prentice Hall, Boston, pp. 15-18
Pop, N. Al. (coord.) (2001). Marketing international. Teorie si practica, Editura Uranus, Bucuresti
Pop, N. Al., Draghescu, F., Cerghit, T. (2013). Strategic Elements of the Romanian Economic Success in the Context of
Globalization, International Journal of Education and Research, vol. 1, no. 12, December
Pop, N. Al., Drăghescu, F., Palade, A. (2014). Benchmarking for the Romanian Heavy Commercial Vehicles Market, EINCO,
Oradea
Pop, N. Al., Draghescu, F., Rosca, V. (2013). Global Competition and Romania’s National Competitive Advantage, EINCO
Oradea.
Schmitt, B., Simonson, A. (2002). Estetica in Marketing – managementul strategic al marcilor, identitatii si imaginii, Editura
Teora, București
Thomas, M.J. (1998). Manual de marketing, Editura Codecs
Winkelmann, P. (2013). Marketing und Vertrieb. Fundamente fuer Marktorientierte Unternehmensfuehrung, 8.
Aufl.,OldenbourgVerlag, Muenchen, p. 42
On-line, FWC Sector Competitiveness Studies - Competitiveness of the Glass Sector, final report 14 October 2008
On-line, Glass Health PR Survey Exploring Consumer Attitudes Related to Packaging and Food and Drink Safety, March
2014
On-line, UK Glass Manufacture – a mass balance study, 2008
http://www.encirc360.com/
http://www.feve.org
http://www.stirom.ro
http://www.yioula.gr
www.friendsofglass.com
www.industrystock.de/

BRAŞOV – A TOURISM DESTINATION
FOR THE SEGMENT OF YOUNG TOURISTS
Ovidiu Mircea ŢIEREAN
Transilvania University of Braşov, Romania
ovidiu.tierean@unitbv.ro
Codruţa Adina BĂLTESCU
Transilvania University of Braşov, Romania
codruta.baltescu@unitbv.ro
Dana BOŞCOR
Transilvania University of Braşov, Romania
dana.boscor@unitbv.ro
Abstract. Identification and correct assessment of tourists’ travel motivations, of their opinions and attitudes in the
tourism consumption process is the starting point for ensuring continous development of a tourism destination,
development of most appropriate policies and strategies and the reference point in building and updating the tourism
brand. It is widely recognized the fact that the age of tourism services’ consumers influence to a large extent the
tourism image of a destination, companies specialized in this field permanently adapting their offer in relation to
requests of existing different market segments. The fast development of budget tourism sector through all its basic
components: tourism transport, accommodation and food services, free movement of foreign citizens and
transforming travel in a habit of daily live were reasons which determined the authors to conduct a marketing
quantitative research among students of Transilvania University of Braşov for highlighting the features and values of
tourism in Braşov, as perceived by consumers from young populations. The results underline that Braşov is
considered mainly a destination for the mountain tourism offers, the local cultural values being recognized second
and this elements should influence the local tourism policies in shaping the appropriate tourism image of Braşov city.
Keywords: tourism destination, tourism destination’s image, travel motivations, market segments, young tourists.
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1. Introduction
Braşov is one of the most important towns of Romania, located in the middle part of the country, recognized at
domestic and international level as one of the most interesting tourism destination in our country. History,
traditions and cultural achievements as well as the natural tourism potential diverse and valuable are examples of
the visiting reasons for an increasing number of Romanian and foreign tourists. As shown in the local statistical
data, at the level of Braşov County the total number of tourists received in the accommodation units was 737810
persons in 2012, among them 15% being foreign tourists. It can be noticed that in the period 2000-2012 the total
number of tourists increased in a percentage of 226%, and in the case of foreign tourists the growth percentage in
the analyzed period was 167%.
2. Tourism destinations and the segment of young tourists
As the global tourist industry expands to become an increasingly important part of international trade, numerous
countries are competing in the international marketplace to attract tourists. The recipe for a country's attraction
needs to be re-evaluated taking into account changing patterns of tourists’ attitudes and tourism flows (Jenkins,
1999). The tourism development is conditioned by knowledge of travel reasons, of elements which influence the
consumption behavior of tourism services and also, by identification and adaptation of services at the
preferences of market segments creating the demand for a certain tourism destination. In recent years cities have
deployed various products, themes, and resources to compete for a share of tourism and other external capital.
Most large cities will utilize sport to some extent in promotional literature and other tourism marketing activities
(Smith, 2005). Nowadays, tourism destinations are increasingly determined to convey a unique and competitive
identity within the consumer’s mind (Stăncioiu et al., 2011).
In this respect the importance of a tourism destination’s image is widely acknowledged because it affects an
individual’s subjective perception, his/her consequent behavior and destination choice (Chen and Hsu, 2000;
Klenosky, 2002). In the field of marketing, tourism destination image has been the subject of considerable research
during the past three decades. Destination image is influenced by tourists’ prior knowledge, experiences,
commercial and noncommercial information sources, and, in today’s media environment, content generated by
tourists themselves. The destination image includes tangible and verifiable destination attributes, as well as
perceptions of more psychological nature and emotions regarding that destination (Echtner and Ritchie, 1991). A
positive image and positive travel experience will result in a moderately positive evaluation of a destination,
whereas a negative image and a positive experience will result in a highly positive evaluation of a destination. The
most negative evaluation will result from a positive image and negative experience (Chon, 1992).
The young travelers are travelling more often, exploring more destinations, booking more over the Internet,
hungry for experience, hungry for information, intrepid travelers, and getting a lot out of their travel. Wine
tourism and adventure travels, as well as addressing safety are important characteristics regarding consumer
behavior traits of the young generation in tourism settings (Benckendorff et al., 2010). Student traveler/tourists
are significant group for tourism scholars to consider. Recently the US congress agreed to the goal of one million
students studying abroad annually by 2017. The numbers alone should convince tourism scholars that this is a
cultural phenomenon worth studying (Forsey and Low, 2014).
The young tourist market segment could be considered a less attractive segment from the tourism companies’
present point of view. These consumers benefit from low travel budgets, so their tourism consumption is limited.
In this framework the tourism services required are in the budget category. Also, the entertainment services have
a high percentage in the whole tourism consumption. On the other side the tourists within this market segment
are the source of the future tourism demand which will impose trends and habits in the tourism services
consumption, and their consumption attitudes will become a priority in the management actions of stakeholders
at a certain holiday destination. Therefore, assessment and education of tourism consumption preferences are
necessary prerequisites of present and future actions of companies and institutions involved in the tourism field.
3. Research methodology
The marketing research conducted aims to identify opinions, attitudes and opinions of young population
regarding main values and resources of tourism practiced in Braşov County. In order to create the right view on
the travel motivations for the tourism consumption in Braşov among young population the research highlighted
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information on the city’s tourist attraction, tourism types considered by respondents the most proper for this
tourism destination, events supporting the tourism prestige of the city, and assessments on quality of tourism
services provided in Braşov.
The research method chosen is survey based on questionnaire including a number of eight questions on the
attitudes, behaviors and opinions of researched population regarding the tourism image of Braşov, three
identification answers of the respondents being added. The questionnaire was as concisely as possible, in order
to maximize the concentration level of respondents on a reduced number of questions considered to be essential
for the purpose of the research. The researched population is represented by the segment of tourism consumers
from young generation, namely students from Transilvania University of Braşov, being filled a number of 350
questionnaires.
4. Results of the research
The research starting point was represented by the formulation of the following general hypotheses:
 Romanian tourists consider mountain and cultural tourism as the types of tourism describing best the tourism
activity of Braşov.
 The most significant tourism attractions of Braşov are represented by the Black Church and Mountain Tâmpa.
 A high percentage of tourists consider the construction of an airport as an essential aspect for the tourism
evolution of Braşov.
In order to analyze the evolution of the analyzed tourist destination it was aimed to identify the main tourism
types practiced in Braşov, recorded answers being presented in table nr.1.
Table 1. Type of tourism featuring the tourism activity of Braşov
$V1 Frequencies
Responses
N

Percent

Percent of Cases

140

26.8%

40.0%

311

59.5%

88.9%

Business tourism

57

10.9%

16.3%

Transit tourism

15

2.9%

4.3%

523

100.0%

149.4%

Types of tourism featuring Brasov Cultural tourism
fa
Mountain tourism

Total
a. Dichotomy group tabulated at value 1.

Taking into account that there was a multiple choice for the answers at this question, there is a total number of
523 answers. From the frequencies table it can be noticed that from the 350 members of the sample, 140 have
chosen cultural tourism as the mainly tourism type for featuring the tourism profile of Braşov, 311 subjects
chose the mountain tourism, 57 respondents chose business tourism and only 15 of the interviewed persons
found the transit tourism as an important element for the assessment of tourism activities performed in Braşov.
Further, the tourism attraction considered the most representative for Braşov were ranked, as presented in table nr.2.
Table 2. Ranking of most significant tourism attractions in Braşov
Descriptive Statistics
N

Mean

Black Church

350

1,6429

Historic center

350

2,4429

Mountain Tampa

350

2,7829

Bastions

350

3,8714

Schei neighborhood

350

4,3457

Valid N (listwise)

350
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From the results obtained for the analyzed variable it can be noticed that Black Church is on the first place
regarding the importance granted to tourism attractions with 1.64 points. Historic center ranks second with 2.44
points, Mountain Tampa on the third place (2.78 points), Bastions rank fourth (3.87 points), while, on the last
place is Schei neighborhood (4.34 points). It can be noticed that the difference between the alternative on the
first place (Black Church) and the one on the second place is small enough, but no assessment on this distance
can be made taking into account the fact that ordinal scale does not offer information on the distance between
values, contributing only to the creation of a ranking.
Also, the respondents were asked to mention which is the type of event considered representative for increasing
the tourism attractiveness of Braşov. Formulating this question had as reference the success of the Youth
Tourism Festival (FOTE) organized and hosted by Braşov in 2013 contributing to the strengthening of the
destination status for practicing winter sports based on considerations generally applicable under which events
ensure reputation of holiday destination (table nr 3).
Table 3. Event type that could ensure the increase of tourism attractiveness of Braşov
$V6 Frequencies
Responses
Event type suitable for the towna

N

Percent

Percent of Cases

Sport event

207

47.8%

59.1%

Cultural event

179

41.3%

51.1%

Commercial event

47

10.9%

13.4%

433

100.0%

123.7%

Total
a. Dichotomy group tabulated at value 1.

Out of the responses recorded it can be noticed that some of the subjects have mentioned several answer
alternatives, the total number of answers obtained being 433. Most answers were recorded for the sport events,
as an event type suitable for Braşov (207 answers), representing 47.8% of the total answers recorded at this
question. Ranking second in respondents’ preferences were cultural type events with 179 answers (41.3%),
namely events with commercial content, receiving 47 answers (10.9%).
A weakness for the development of tourism destination Braşov is the lack of an airport. The air transport has
known spectacular evolutions lately, the price of airplane transport decreased steadily becoming affordable for
all types of visitors, and the ease of travel favors important flows of tourists. In Table 4 are analyzed answers
regarding statements on the importance of building an airport for the tourism evolution of Braşov.
Table 4. The importance of airport building for the city’s tourism evolution
Valid

Frequency

Percent

Valid Percent

Cumulative Percent

NO

10

2.9

2.9

2.9

YES

340

97.1

97.1

100.0

Total

350

100.0

100.0

From the frequencies table it can be noticed that out of the 350 members of the sample, an overwhelming
number, namely 97.1% have answered yes, considering the airport building in Braşov as a prerequisite of the
tourism development and only 10 respondents used a negative answer at this question.
Also, it was highlighted the quality of tourism services provided in Braşov (Table 5).
Table 5. Descriptive statistics indicators and the assessment of the average at the population level regarding the quality of
tourist services
Hotel field
Food field
Leisure field
Public transport
Tourism distribution services

Mean
Mean
Mean
Mean
Mean

Statistic
8.0143
7.9742
7.6877
7.0029
7.1461

Std. Error
.09087
.07841
.08932
.09240
.08663
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The average obtained at the sample level (8.01) was calculated by asking the respondents to give a score from 1
to 10 to the hotel field regarding the importance of that field for the tourism development of Braşov. This
average can be considered a point assessment at the level of total population, but an assessment closer to reality
is the one based on the confidence range, taking into account the random sampling error. Therefore, the lower
limit of this range is 7.83 points, and the upper limit is 8.19 points. As a conclusion, at the population level we
can guarantee with a 95% probability that the average 8.01 can take values in the range [7,83; 8,19]. The same
type of analyze highlight that the average obtained by the food and beverage services at the sample level was
7.97, for the leisure activities the average score was 7,68, the lower levels being obtained for the public transport
services (7,0) and tourism distribution services (7,14).
Taking into account that the research was made among the young population (students of the Transilvania
University of Braşov), all respondents were within the age group 18-35 years, most respondents (37,43%) being
21 years old, namely 20 years old ( 25,14%) as shown in figure 1.
Figure 1.Respondents’ age

The sample includes out of a total of 350 respondents, 193 females (55.14%), and 157 (44.86%) males (as
presented in table nr. 6).
Table 6. Respondents’ gender
Valid

Frequency

Percent

Valid Percent

Cumulative Percent

Male

157

44.9

44.9

44.9

Female

193

55.1

55.1

100.0

Total

350

100.0

100.0

5. Conclusions
The interviewed young people have highlighted that the image of Braşov is strengthened by the mountain
tourism. Sport events are considered more attractive in the tourism perception of the town. Cultural values of
tourism from Braşov are recognized second, the Black Church and Historic Center being the main cultural
tourism attractions of the town. The tourism services provided received high grades, accommodation and food
services having the most favorable perceptions. Public transport and entertainment services are considered less
attractive and the lack of the airport is a big disadvantage of Braşov tourism development.
This paper aimed to show the opinions, attitudes and preferences of young tourists segment regarding the
features of tourism destination Braşov. Results obtained are information which can be used by service providers
to adapt their offer, by companies carrying out communication activities to adapt the messages sent to the market
and stakeholders can create successful development strategies on medium and long term.
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Abstract. After introducing the Erasmus scholarship, the number of educational travelers started to increase. By the
year 2008 over 20 thousand students were travelling across Europe with the goal of engaging in learning experiences
outside their own country. Due to the relatively long duration of these exchanges, it became a very good opportunity
for the host country to promote itself and its touristic attractions to the incoming students who, in turn, will spread
the word about their experience to friends and family. In order to develop a successful strategy, that will increase the
level of satisfaction of the students, and the popularity of the country, it is important to know the image that the
incoming youth has about the host country and their intentions during the exchange. Therefore, the aim of this paper
is to identify, both, the image and the intentions of incoming students regarding Romania as a tourist destination, and
to establish the main issues that need to be corrected. The paper also discusses the student’s motivation to do their
Erasmus exchange in Romania, their knowledge about the country, their intentions to visit certain places, if they were
interested to visit Romania as a tourist and if they would recommend the country to friends and family.
Keywords: tourist destination image, marketing, youth, Erasmus, educational tourism, Romania.
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1. Introduction
As a type of youth tourism, educational tourism has become quite popular over the years. Education was one of
the earliest motivations that young people had when it came to travel. They went on journeys with the purpose of
learning a new language, familiarizing with another culture, and getting in touch with the life that people have in
another country (Maoz,2007).
In Europe, one of the most commonly used method to practice educational tourism is through the Erasmus scholarship,
which allows students to spend a period of between 3 and 12 months in another country as exchange students.
The most visited countries with these scholarships are Spain and United Kingdom, having over 6,000 students
each year. In Romania, the trend of incoming students increased from 287 in 2008 to 415 in 2012, showing that
students are becoming more interested in visiting the country (Statisticsforall, 2014).
Knowing that the exchange can last up to one year, it is a very good opportunity for the host country to promote
itself and its touristic attractions to the incoming students who, in turn, will spread the word about their experience
to friends and family. According to Ditoiu, the word of mouth is the mostly trusted source when it comes to
gathering information about a destination (Ditoiu and Platon,2012) therefore a good recommendation from the
incoming Erasmus students, could increase the popularity of Romanian tourism, especially among young people.
However, in order to develop a successful strategy, that will increase the level of satisfaction of the students, and
the popularity of the country, first it is important to know the image that the incoming youth has about Romania,
together with their intentions during their Erasmus exchange.
Therefore, the aim of this paper is to identify, both, the image and the intentions of incoming students regarding
Romania as a tourist destination, and to establish the main issues that need to be corrected.
2. Literature review
Tourism can be defined as: “activities of people who travel to and stay in places outside their usual environment
for more than twenty-four hours and not more than one consecutive year for leisure, business and other
purposes.” (WTO, 1991).
A very important branch of tourism is represented by the young people who travel. This market segment is constantly
increasing, reaching 188 million in 2010, and is estimated to reach 451 million by 2020 (UNWTO, 2008).
The profile of the young traveler is significantly different from the traditional tourist; therefore it should be
studied differently.
2.1. Youth tourism
The power and potential of youth travel has been recognized in most of the developed regions of the globe and
great efforts are being made in order to aces the needs of this market segment (Demeter, et al 2014). Many
authors defined it briefly as: young travelers, who prefer budget accommodation, meeting new people
(Haigh,1995), have flexible itinerary (Clarke,2004), who prefer to socialize with fellow travelers (Obenour et al.,
2006) and who travel with the purpose of experiencing the local lifestyle (Maoz, 2007), learn a new language,
volunteer, study or work. (Khosphpakyants and Vidischeva, 2012)
One of the most complex and appropriate definitions for “youth tourism” is the one given by the World Tourism
Organisation stating that: “Youth travel includes all independent trips for periods of less than one year by people
aged 16-29 which are motivated, in part or in full, by a desire to experience other cultures, build life experiences
and/or benefit from formal and informal learning opportunities outside one’s usual environment” (UNWTO, 2011).
Youth travel can have many forms, from which, one of the most common is Educational tourism (Moisă, 2010).
2.2. Educational tourism
One of the main and earliest motivations of youth to travel was education, and was started by the English during the
Grand Tour. (Ritchie et al., 2003) Their aim was learning a new language, and getting to know another culture.
The term education tourism refers to “any program in which participants travel to a location as a group, with the
primary purpose of engaging in learning experience that is directly related to the location" (Bodger, 1998). It is
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comprised of several sub-types including ecotourism, heritage tourism, rural/farm tourism, and student
exchanges between educational institutions. The notion of travelling for educational purposes is not new
(Gibson, 1998; Holdnak and Holland, 1996; Kalinowski and Weiler, 1992) and its popularity in the tourism
market is only expected to increase (Gibson, 1998, Holdnak and Holland, 1996).
Its aim is to improve the education process, to enrich the educational experiences by providing scholarships
abroad, tourist packages and training on certain fields (Moisă, 2010).
Annually, at least 500 Romanian students visit countries such as England, Germany, Spain, France, China or
even Russia with educational programs, which last minimum two weeks.
The most often visited country is England, where the students have a great variety of programs to choose from.
(Ziarul Financiar, 2011).
Romania is also visited annually by over 400 students, trough the Erasmus scholarship.
The Erasmus Programme is an EU exchange student programme that was created in 1980, with the purpose of
providing foreign exchange options for students from within the European Union and it involves many of the
best universities and seats of learning on the continent.
In 1994 it was incorporated into the Socrates Programme by the European Commission. (Erasmus programme,
2014).
In the Erasmus programme, can take part any student who is enrolled at a higher education institution and who
participates in studies leading to a recognised degree or other recognised tertiary qualifications.
The duration of the exchange can vary between 3 and 12 months, time in which the student benefits of an
established amount of money from the European Union, and has the obligation to participate in the lessons of the
host university, and to obtain a specific number of credits before returning to their home institution.
Aside from the education that the students receive, they can study the language, have leisure activities, such as
games and contests, make trips, visit museums, go to the theatre and visit theme parks (Ziarul Financiar, 2011).
3. Research methodology
In order to conduct the research, it was created a structured interview guide, consisting of 13 open questions, and
4 questions to characterise the candidates.
The research population is composed of the Erasmus students, who came to Brasov for the second semester. From
this population, more than half were questioned, obtaining 30 interviews, using a random sampling method.
The resulting data was first processed using NVIVO in order to obtain the main frequencies, which were later
introduced in SPSS for further analysis.
The charts and graphs were created using Microsoft Office Excel.
4. Results
According to the research, most of the Erasmus students that participated in the interview are from Turkey and
France, representing 60% of the researched population. Among other countries, it can be mentioned Italy,
Germany, Spain, Greece and Portugal.
Figure 1. Distribution of Erasmus students according to their country of origin
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The main reason to choose Romania as their Erasmus destination is because the cost of life is low in Romania
compared to other destinations. More than half of the respondents mentioned this aspect. The next most
important reason, being presented by 48.1% of the respondents, was that friends, family or teachers
recommended it. The third reason to be mentioned was the fact that they are fascinated by the culture, while
18.5% of the respondents had personal reasons such as the passion for climbing and tracking, activities for which
Romania has the appropriate landscape. 14.8% of reasons were also that they didn’t have other choice to choose
from, that the parties are very good in Romania, and that the education offered is of high quality.
Figure 2. Reasons to choose Romania as an Erasmus destination

The first 4 words that are associated to Romania are: “gipsy”, “Dracula”, “Bucharest”, and “cheap”. These words
comprise one of the main reason why tourists avoid the country as a tourist destination, and also the main
reasons for which they are interested in visiting it. It is also important to note that the word “gipsy” appears at
41% of the respondents, and its frequency is almost double compared to the frequency of the second most
popular word. Among other, less often mentioned words, it is “Ceausescu and communism, beautiful, Black
Church, Party and Castles.
Figure 3. Representation of the words associated with “Romania”

Regarding the knowledge of the respondents in relation to Romania, the most common aspect was that they
don’t know almost anything about it. Their knowledge can be resumed in the words mentioned above, to which
it can be added the fact that Romania is part of the European union, that it’s a poor country with a rich history,
kind people, and beautiful landscapes. However some of the information presented, such as French being the
second most commonly spoken language of the country, is not accurate.
Most of the information related to Romania and Brasov was collected from the internet, 85.2% of the
respondents consulting this source, followed by the information provided by the Erasmus office, the experience
of ex Erasmus students and the advice of friends and family.
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Figure 4. Sources used to gather information about Romania

The most commonly known Romanian cities, excepting Brasov, are by far, Bucharest (mentioned by 96% of the
respondents) and Cluj Napoca (available in 63% of the responses), followed by Constanta, Sibiu and Sinaia.
With small frequency, Iasi, Sighisoara, Rasnov, Predeal, Poiana Brasov, Deva and Bran were also mentioned.
Regarding the touristic destinations that the Erasmus students are planning to visit, to the above mentioned cities,
it can be added the castles (Peles, Bran and Huniazilor), the seaside, the mountains, and Delta Dunarii. However
the respondents are planning to visit bordering countries also.
Before choosing Romania as an Erasmus destination, 52% of the respondents took into consideration visiting the
country as a tourist.
The main reasons for this decision was that the respondents were planning to visit as many European countries
as possible, the fact that Romania has an interesting cultural heritage and beautiful landscapes, or friends who
already visited the land, recommended it.
The main reason mentioned by the respondents who never thought about visiting Romania was that they wanted
to visit other better known touristic countries. The second reason was the lack of information about Romania,
and the fact that it is not a popular country.
During their Erasmus internship, most of the students choose to rent a flat (78%) rather than stay at the
dormitory.
The main things that the respondents want to learn during their stay, is a little bit of Romanian language,
followed by improving their English language skills. They are also interested in passing all the subjects at
school, and getting into contact with the local culture. Personal development was also mentioned by 15% of the
respondents, while 4% of the respondents intend to learn mountain climbing.
When asked if they would recommend their friends and family to visit Romania, 65% gave a positive answer,
while 35% answered negatively.
The main reasons why they would recommend are the fact that it is a beautiful country, with natural lands, that
offers the possibility of climbing, hiking, and winter sports such as skiing. Other reasons were the low prices,
and the historical sites that Romania has. It was also mentioned that the only way to change people’s perception
about this country is by convincing them to visit it.
Figure 5. Learning objectives of incoming students
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The respondents, who wouldn’t recommend their friends and family to visit Romania, augmented their answer
with the fact that they don’t have sufficient information about it yet, and that it is not a very popular country, so
they would advise others to visit the most touristic countries first. Few of them also argued that Romania is not a
beautiful land, so why would they recommend it.
Before starting their Erasmus in Brasov, the respondents already visited an average of 6 countries. They can be
found in Figure 6, according to which the most popular destinations were France, Germany, Spain, Italy,
England, Greece, Hungary, Czech Republic, Morocco and Portugal.
Figure 6. Representation of the countries visited before Romania

The research sample and the structure of the incoming Erasmus students is composed 63% of male and 37% of
female respondents.
Figure 7. Distribution of the Erasmus students according to gender

The average age to participate in the Erasmus internship is 22 years old, and the average amount of the
scholarship is 808 euro/month.
5. Conclusions
Most of the incoming students to Brasov, chose Romania for their internship, due to the small prices that the
country has, and also because previously visiting students and teachers recommended it. This shows that
students who already had a previous internship in Romania were satisfied with their experience, and
recommended it.
The knowledge of the respondents about Romania is very scarce, and some of the information they know is not
accurate. Romania is most commonly associated with gypsies, this being the main reason why they are avoiding
it. Dracula is also an iconic character in the eyes of the young students, representing the main attraction.
Students use the internet as primary source of information about an Erasmus destination, followed by the
Erasmus office, and the experiences of students who already participated in student exchanges. This underlines
the importance of the information that is on the World Wide Web and the level of satisfaction that the students
have after their Erasmus experience.

160

Timea Demeter, Gabriel Brătucu, Alexandra Palade, Mădălina-Adina (Stănilă) Opriş

The most popular cities, according to the respondents, are Bucharest and Cluj-Napoca which the students are
intending to visit during their stay. The tourist destinations that Romania can offer are not specifically defined,
most of them being mentioned in a collective manner (ex. Churches, castles, mountains) respondents not being
aware of their names.
Students who were interested in visiting Romania before their Erasmus scholarship, have the general profile of
traveler, and have visited a significant number of European countries before. They would recommend Romania
to their family and friends, due to the countries’ beautiful lands, low prices and historical sites. However,
students who never took into consideration to visit Romania, are first drawn to more touristic countries, and
argue that their decision is based on the fact that they have very little knowledge about what Romanian tourism
has to offer, and that it is not a popular country.
Knowing that the foreigners have very little knowledge about Romania, the first step in improving its’ image,
and increasing its popularity, would be providing more accurate information through the internet and breaking
the association with gypsies, while taking advantage of the character of Dracula, the well preserved historical
sites, and natural landscapes to awaken their curiosity.
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Abstract. This paper focuses on analysing Romanian consumers’ choices regarding local commercial recreational
services. To this end, a quantitative research study was conducted on a number of 311 persons aged between 12 and
81 years old residing in urban areas from Romania. Results will show how much of their discretionary free time do
people use for recreational purposes, what are the most popular recreational activities and the frequency with which
people engage in these commercial recreational activities. A conceptual model concerning the influence factors of
consumer behaviour was created based on the results of the investigation. The model analyses the correlation
between the respondents’ typological factors and the participation frequency to each of the local recreational
activities. Practitioners, such as owners and managers of companies operating in the local recreation industry and
public institutions, as well as scholars interested in this field of study can benefit from the findings of this research.
Keywords: local recreation; recreation services; consumers’ choices; conceptual model; frequency of participation; leisure
services.
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1. Introduction
Recreation, word derived from the Latin word recreare meaning “to create a new, to become refreshed” (Jensen
and Naylor, 2000) is defined nowadays as “refreshment of strength and spirits after work” or “a means of
refreshment or diversion” (Merriam-Webster, 2014). Most authors associate the term recreation to leisure
activities. Ramsay states that in leisure people can achieve the desired freedom, thus presenting people with the
possibility of lasting recreation – a genuine “re-creation” (Ramsay, 2005).
A sine qua non condition for recreation is the availability of free time, or leisure time. And, while it is true that
mostly recreation is confined in the leisure hours, not all leisure time is spent in recreational pursuits (Jensen and
Naylor, 2000). Parker (Horner and Swarbrooke, 2005) defines leisure time as the amount of time left after
finishing all other activities.
People can use their leisure time destined to recreational purposes by simply resting or by engaging in active or
semi-active activities. No matter the chosen form, the aim of recreation can be achieved either independently or
by turning to the services of specialised companies.
A distinction between three types of free time should be made: workdays free time, weekend free time and
holiday free time (Balint, 2007). Depending on the category of free time that people dispose of, specialised
companies provide various types of services. While offers for spending the holiday free time most often come
from the tourism industry, the local recreation industry constantly updates its offer to meet people’s demands for
the workdays and weekends free time.
The local recreation industry gathers all companies that specialise in providing recreational services mainly for
local residents. In the statistical classification of economic activities, the companies that offer commercial
recreational services are found in Section R – Arts, entertainment and recreation (European Commission, 2008).
Commercial recreation is thought to be “an industry that adds value to the human experience as consumer seeks
goods and services that meet their leisure and recreation needs” (Pfisterand Tierney, 2008). This paper aims to
analyse the Romanian consumers’ choices regarding local commercial recreational services and the frequency
with which they turn to such services.
2. Research methodology
In order to identify the consumers’ preferences and choices regarding the local recreation sector in Romania has
been conducted a quantitative research based on questionnaire. The questionnaires have been distributed to the
respondents either directly in print or indirectly via the Internet.
The requirements for validating the received questionnaires have been: their integral completion and the
belonging of the respondents to the survey population. The number of questionnaires that have been validated is
311. Figure 1 presents the sample’s characteristics.
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Figure 1. The sample’s characteristics

Source: own illustration.

The population of the study is represented by residents of urban areas from Romania aged more 12 years old that
spend an amount of their leisure time participating to commercial recreational activities.
Taking into consideration the size of the sample and the very large size of the studied population, for a level of
confidence of 95%, the research findings can be generalised for a confidence interval of 5,56%. Section 3
presents the research findings.
3.1. Amount of free time spent for recreational purposes
Recreation is ranked among the first five quality of life dimensions, after health, material wealth, education and
workplace as shows a recent study on Romanian consumer’s perception on quality of life (Constantinescu,
2012).
As priory mentioned, a sine qua non condition for engaging in local recreation activities is disposing of a
minimum amount of free time. Most respondents of this survey (42.8%) declared spending, in average, between
1 and 2 hours of their daily free time in recreational purposes.
In the weekends, the amount of free time dedicated to recreation purposes is more generous – 71% of the
respondents offer themselves more than 3 hours per day for leisure, and half of those who have declared this,
even more than 5 hours per day.
Figure 2 shows the distribution of the responses concerning the amount of free time dedicated to recreational
purposes.
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Figure 2. The amount of free time dedicated to recreational purposes
Workdays free time

Weekend free time

Source: own illustration.

Analysing the responses, it becomes obvious that the first condition for participating to local recreation activities
(disposing of free time to spend for recreational purposes) is met.
A secondary condition, but also of great importance, is the people’s willingness to step out of the comfort of
their own home during the recreation periods. The research shows that a very large number of people (40,2% of
the analysed sample) choose to spend most of their free time at home.
Along with this factor that is of great influence for the enterprises operating in the local recreation sector,
personal preferences dictate whether a person represents or not a potential client for a firm.
3.2 Consumers’ choices for spending the recreational free time
In order to analyse the consumers’ choices for spending the recreational free time, the survey demanded a
response to the following question: “To which of the following recreational activities do you participate most
frequently?”. Respondents were given the possibility to choose as many or as few of the 11 local recreational
activities listed and, if necessary, to add other to the list. On average, the respondents have chosen between 2 and
3 activities from the list. The ranking of the respondents’ choices is presented in Figure 3.
Figure 3. Ranking concerning the consumers’ choices in local recreational activities

Source: own illustration.
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At the top of Figure 3 are listed the local recreation activities in descending order of preference, and in the lower
part are listed the other recreational activities that the respondents have mentioned as being among their
favourites. Results show that the most popular recreational activity among the respondents does not belong to the
local recreation sector and take the form of going to the cinema.
Within the local recreation sector, the consumers’ preferences vary widely. While more than one third of the
people choose spending the free time by engaging in sports activities or going to amusement parks, only 4 out of
100 people will opt for going to the library. Other activities situated at the top of the ranking are: attending
artistic and sports events or visiting zoological and botanical gardens, while bottom of the ranking contains the
gambling and betting activities and the cultural activities. Other recreational activities besides going to the
cinema that respondents frequent are: going out to restaurants, clubs, pubs, malls and simply walking outdoors.
By knowing the consumers’ preferences, owners of companies operating in the local recreation sector and entrepreneurs interested in this economic field make a first step in assessing the market to which they will address the services.
For a more refined understanding of the consumers’ behaviour concerning the participation to local recreational
activities, the next section will present the frequency of participation to each activity as revealed from the survey.
3.3. Frequency of participation to local recreational activities
The analysis of the frequency with which the majority of the respondents participate to the local recreational
activities has been looked at from two perspectives. The first one analyses the frequency of participation to local
recreation activities within the whole sample, while the second one covers only those respondents that chose the
activity as being among their favourites. Table 1 presents the findings in this matter.
Table 1. The frequency of participation to local recreational activities
Recreational activity
Attending live artistic performances
Participating to creative artistic activities
Going to the library
Visiting a museum
Visiting monuments, historical sites or other
cultural attractions
Visiting zoological, botanical gardens,
natural reservations
Playing sports
Attending a sports event
Going to a fitness center
Going to amusement parks
Engaging in gambling and betting activities

Frequency of participation within the sample
Once every few months
(32.8%)
Never
(40.8%)
Never
(33.7%)
Once per year
(31.8%)
Once per year
(30.2%)
Once per year
(30.5%)
Never
(17.3%)
Never
(22.5%)
Never
(37.62%)
Once every few months
(23.1%)
Never
(72%)

Frequency of participation of the respondents
that prefer the activity
Once every few months
(37.9%)
More than 3 times/week
(34.7%)
Once per month
(42.8%)
Once every few months
(60%)
Once every few months
(42.1%)
Once every few months
(51.6%)
2-3 times/week
(26.5%)
2-3 times/month
(32.1%)
2-3 times/week
(41.18%)
Once every few months
(23.9%)
Once per week
(35.2%)

Source: own illustration.

Normally, the frequency of participation to recreational activities of the respondents that chose an activity as
being among their favourites should be greater or at least equal to that of the entire sample. The fact that this rule
applies to all of the analysed cases in Table 1 confirms the reliability of the results.
Findings show that for two activities (going to amusement centres and attending live artistic performances), the
frequency with which most people turn to these recreational services is the same in the two analysed cases. Since
the frequency of participation is rather low in both cases – once every few months –, it can be concluded that the
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categorisation of this activity as favourite lies solely in the respondents’ perception and that the participation to
these activities is rather random.
In the case of other activities, such as visiting museums, monuments, historical buildings, zoological or botanical
gardens, although the frequency of participation of those who have nominated such activity as being among their
favourites is higher than overall, it still registers a low frequency – once every few months compared to once per
year, suggesting also a rather random participation.
The biggest differences between the results are in the cases of sports activities, gambling and betting activities
and going to the library. Here, given the high and very high frequency of participation of those who have chosen
the activities as being among their favourites compared to those of the overall sample (which never turn to such
recreational services), it can be concluded that the participation to such activities is rather related to the
respondents’ lifestyle.
3.4. Typological factors that influence the frequency of participation to local recreational activities
As shown in the previous section, the frequency of participation to local recreational activities differs from one
person to the next and from one activity to another. Analysing cross tabulations of the frequency of participation
and various groupings of the respondents (by age, gender, education, environment, etc.) have been discovered a
number of typological factors that seemed to influence the frequency of participation to local recreational activities.
In order to test the assumptions, Cramér’s V has been applied to each of the pairs: typological factor - frequency
of participation, Results showed the strength of the correlations and their significance.
Based on the findings, a conceptual model has been created. Because of its large size, the model has been
divided into four diagrams represented in Figures 4-7. In order to understand the conceptual model, it is
necessary to explain the graphic conventions used. From the centre of the pattern (which represents a group of
activities: artistic, cultural, sports, or entertainment) start two or more ramifications indicating the frequency of
participation in the analysed subgroups. From each subgroup start association lines to the determining
typological factors. The signification of the association lines is the following:
 dotted line – somewhat significant association;
 thin continuous line – moderately significant association;
 bold continuous line – very significant association.
On each of the association lines is noted a coefficient corresponding to the values of Cramér’s V. The
signification of the coefficients is the following:
 .00-.20 – weak association;
 .20-.30 – moderate association;
 .30-.50 – strong association.
Figure 4. Influence factors on the frequency of participation to artistic activities

Source: own illustration.
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Figure 4 shows that the frequency of attending to live artistic representations is influenced primarily by the age
and the work program of the respondents. Somewhat significant is also the amount of free time that respondents
dispose of during the weekends.
The frequency with which respondents engage in creative artistic activities and artistic interpretation activities
depends on a larger number of factors. The most significant influences are given by age, city of residence and
work program of the respondents. With a moderate degree of significance, respondents’ education and the
amount of free time during the working days also influences participation in such activities, but to a limited
extent.
Figure 5. Influence factors on the frequency of participation to cultural activities

Source: own illustration.

In terms of frequency of participation to cultural activities, as seen in Figure 5, the significance of the typological
factors is much higher. Just as in the case of the frequency of participation to artistic activities, age is the
determining factor with the greatest influence for all cultural activities.
Going to the library and visiting museums, monuments and other cultural objectives is a very much influenced
by the city of residence of respondents and in a moderate degree by their education and work program.
The typological factors of respondents do not present a large influence on the frequency of visits to zoological or
botanical gardens and nature reserves. These activities are moderately influenced by the work program of the
respondents and with a lower significance level by the amount of free time during working days.
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Figure 6. Influence factors on the frequency of participation to sports activities

Source: own illustration.

Figure 6 shows that age determines to a large extent the participation to sport activities, whether they involve
playing sports or simply attending sports events.
Results also show that playing sports or engaging in fitness activities are influenced only to a small extent and at a
fairly low level of significance by the typological factors of the respondents. As stated in the previous section, these
activities rather represent personal choices related to the individual lifestyle than simple recreational activities.
In contrast, the frequency of watching sports events is moderately influenced by the education and working
program of the respondents, and also by the weekdays and weekends free time in the same extent, but for a lower
degree of significance.
Results from all four figures show that age is the factor with the highest degree of determination for all activities
in the local recreation sector.
Figure 7. Influence factors on the frequency of participation to entertainment activities

Source: own illustration.
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Findings in Figure 7 show that the frequency with which respondents engage in gambling or betting activities is
influenced to a great extent by their gender and city of residence, and to a lesser extent by their work program
and education.
Going to amusement parks, however, is only influenced to a small extent by the respondents’ typological factors
other than their age, such as the work program, the weekdays and weekends free time and city of residence.
4. Conclusions
This paper provides an insight on Romanian cities inhabitants’ choices regarding the participation to local
commercial recreational activities. Results derived from this research make for a first step in knowing the
consumers’ behaviour in this economic field. A fine knowledge of the consumer behaviour is useful and has
application to business, community, and government sectors dedicated to the delivery of local recreation
services.
Results of the survey show that most people dispose of enough discretionary free time that are willing to devote
to recreational activities. Of course, from this to actually engaging in local recreation activities, interfere a series
of factors such as: personal affinities, disposable income, willingness to spend the free time away from home,
etc.
Firstly, this research has taken into consideration the personal affinities of city residents in Romania. The most
popular recreation activities provided in the local recreation sector are sports activities, attending live artistic
performances and going to amusement parks.
The second part of the research has concentrated on determining the typological factors that influence the
frequency of participation to local recreation activities among the surveyed population. Participation to all
activities is highly influenced by age. The daily amount of free time, the work program and education also
influence participation but in a moderate extent. The participation to sports activities, however, is only very little
influenced by the people’s typological factors, since, unlike in the case of other activities, playing sports and
fitness represent most often a lifestyle choice.
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Abstract. The study aims to provide a model for the analysis of customer’s perceptions (of actual and potential
customer) on offer and the completion and delivery methods to promote it among customer’s, using methods of
exploratory and descriptive research type at a private sports club, in order to improve its market share and
reputation. The purpose of the study is to create a database for decision making regarding planning, organizing,
directing and motivating, monitoring and evaluation in order to increase efficiency of demand management in private
sports clubs. In this study we aimed to evaluate private sports club "Tennis Club" based on customers perceptions on
the club's reputation, respectively, customer appreciation on the availability and quality characteristics of the
services provided by it. The objective was to obtain information to help sports clubs management in developing and
implementing the most adequate, effective and efficient management and marketing strategies. The analysis of
customer’s perception about the image and reputation of the clubs, the quality of services provided and arrangements
made and promotion, was based on a survey respectively a questionnaire. The sample size of questionnaire was 450
people, with a response rate of 69.71%. The main results obtained from the research, noted that between customers
commitment to offering quality sports club and there is a strong bond that determines business success.
Keywords: customer’s perception, quality services, quality of firm offer, sports clubs, Romanian case study.
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1. Introduction
Intense competition in the market sporting clubs characteristic of primarily private ones, is currently influenced
by high levels of uncertainty among clubs, which requires continuous improvement of service quality in order to
ensure the success. Clubs sports should be flexible and have a great capacity to adapt to sudden changes in the
external environment.
Sports clubs are increasingly concerned to devise, develop and implement strategies to improve organizational
performance, thus enhancing the role of organizational diagnosis respectively evaluation of the current situation
of a sports club in order to identify the most adequate interventions for development.
In our study assessing the performance clubs rely on tools such as questionnaires and interviews. Clubs
management analysis aims to identify and evaluate organizational failures and wellness management system of
the organization.
Responsibility for performance involves combining and coordinating the human, material, technological and
financial resources to achieve the organization's goals. Organizations, by their nature, are complex and difficult
to manage.
Our research was conducted in Romania, in Transylvania area, at the leading tennis clubs in the area; we rename
it, for confidentiality reasons in our research, "Tennis Club", whose location is in the city of Cluj-Napoca. The
extent, depth and overall quality sporting experience that analyzed Club offers is unmatched in the area.
Employees of the club is always working to diversify and improve services and create a variety of sporting
events based court, which meet the requirements of clubs customers.
The study will help sports club management to develop optimal positioning and communication strategy, given
that clubs positioning based on market leading status of the services provided, excellence in operations and
especially market appreciation or on customer perception.
The questionnaire was constructed in order to obtain useful information about how customers perceive the
services provided by the club, having as reference the relevant characteristics of tennis sports services market
segments involved, identify how target public evaluate the characteristics of these services.
Gradual change in recent years has been replaced by rapid change and managers must now face new challenges
due to a changing environment and increasingly uncertain, which intensifies competition and raises the bar for
new performance standards the management team must achieve.
2. Study on customer perception of the offer and image promotion of a private sports club
2.1. Literature review
Customer orientation is not a sufficient condition for success. Sports clubs need appropriate policies and strategies
to meet customer expectations. Most clubs are facing real challenges in their relationships with external clients.
Many customers are often poorly informed about both the service itself and the quality that it should have.
Additionally expectations are often contradictory. Service quality is often associated with the image of the
organization. Staff perception seen as internal customers about quality sports influences the performance of their
work and their involvement in the process of continuous quality improvement, i.e. their confidence.
An equally important issue is the external customer education play a decisive role in defining the quality of sports
services. Managers must ensure both external customers and motivating employees seen as internal customers.
It is equally important to identify the external customer expectations, observed respectively to ensure customer
satisfaction.
In this regard, the concept of customer loyalty is not a new one to business. It is highly likely that businesses
dating back thousands of years would have wanted to generate repeat business, create goodwill with customers,
and improve their profits. Customer attachment in literature, on the other hand, is a relatively new concept, with
the earliest mention of it going back to the 1960s (Day, 1969) and 70s (Jacoby and Kryner, 1973). Since loyalty
was brought to the forefront of research, much work has been done in this area. Much research has been done
into the benefits that loyal customers bring to organizations (Khan, 2012).
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Attachment presents companies with numerous benefits. One of the most important benefits of having loyal
customers is that it helps a company save numerous costs. New customers are said to be more costly to acquire
than existing customers are to retain (Reinartz and Kumar, 2002; Hoisington and Naumann, 2003). Loyal
customers help a company by generating greater revenue. These customers spend more with a company. Not
only do loyal customers spend more with their primary product/service/brand, but they also purchase a larger
variety of products/services from the firm (Khan, 2012:243).
Recent studies (Moussa and Touzani, 2013) show that the greatest gains in customer retention and success for
the long-run are achieved when several bonds are formed between the customer and the service firm.
Customer satisfaction is typically defined in the following way by Schiffman and Kanuk, (2004): “the
individual’s perception of the performance of the product or service in relation to his or her expectations”.
Customer delight is where the experience goes beyond satisfaction and involves a pleasurable experience for the
guest (Torres and Kline, 2013).
Research has pointed towards many benefits an organization can have as a result of improving loyalty levels
(Fried, 2010). This has consequently led companies to launch various efforts to increase customer loyalty.
Despite our efforts to make customers more loyal to our organizations, researchers have found that ‘loyal’
customers are willing to switch, if provided with the appropriate opportunity. This has led researchers to believe
that customer attachment research has been unable to produce ‘generalizable’ results. One of the major reasons
for this is attributed to not fully understanding the concept of attachment (loyalty) from a customers’ perspective.
(Khan, 2012).
It has been suggested that delighting customers, rather than satisfying them, is a better way to engage guests and
ensure loyalty. It has also been proposed that as the level of satisfaction increases, so does customer loyalty. The
level of satisfaction completely impacts the level of loyalty; very satisfied customers were more likely to be loyal
than customers who said they were satisfied (Torresand Kline, 2013).
Emerging from the literature, there are three ways to look at the process of customer delight: first, in terms of the
confirmation-disconfirmation paradigm; second, in terms of the satisfaction of human needs, and, third, in terms
of human emotions. Each stresses a different process that eventually leads to delight (Mullin, & all, 2007).
Bowlby (Moussa and Touzani, 2013) is one of the first authors who discussed the concept of "customer
commitment/customer attachment" which he defined as “the propensity of human beings to make strong affectional
bonds to particular others”. He hypothesizes an innate psycho-biological attachment system that characterizes human
beings from the cradle to the grave. A basic tenet of attachment theory is that the attachment system motivates us to
seek proximity to supportive others (also called attachment figures) so as to secure protection from physical and
psychological threats, promote affect regulation, and encourage healthy environment exploration.
Customers should be seen as some assets of the organization and like any good, its value can grow and
appreciate. Usually customer attachment is determined by using the product/service satisfaction and by the
customer’s attitudes on their experiences and interaction with the sports organization. In short if a customer is
satisfied with what you bought and believes it is valued by the organization, will not seek another provider.
2.2. Case Study
Case study allowed a more detailed analysis on supply and demand sports club management, its objective was to
find out what customers think, respectively their perception of service quality made and provided, and promotion
policies and public relations. It relied on an exploratory and explicative research type.
2.2.1. Methodology
To analyze customer perception about the image and reputation of sports clubs, of service quality made and
ways of promoting, we conducted a case study at a tennis club, which we will note for privacy reasons, "Tennis
Club", on a poll on the customer's perception of the sports club or club's offer, the quality and attitude of
employees, the way of honoring the requests. The sample size was 450 people (actual and potential customers)
with a response rate of 67.71%, representing 237 completed questionnaires, of which 200 were validated, which
corresponds to a response rate of 69.71%.
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Statistical research presented in this study is based on a random sample consisting of 200 respondents consisting
of current and potential customers attending the tennis club that has been the subject of research. The
questionnaire contains seven types of general questions, each including a number of simple questions to answer
choice from a range of values between, -2 and +2. This allows the respondent to choose only one response
alternative ranked according to its preferences, value of -2 corresponds to total disagreement and value of +2
total agreement, allowing respondent answers tint defined scale. Rekeying of information obtained from the
questionnaires and entered into the database helps to easier processing and proper understanding. In this regard it
was translated values range between -2 and +2 contained in the range between 0 and 4.
We mention some of the indicators used in the research that are relevant to this study, namely:
 the customer attachment to the sports club (Atasm);
 the quality of club offer (CalOfer);
 the quality of club services (CalServ).
2.2.2. Findings
The three variables: CalOfer, Calserv, Atasm calculated based on other simple variables from the database will
be the subject of relevant statistical links. Table 1 shows that the three variables considered contain relevant data
about the 200 respondents in the sample.Some statistical indicators such as: mean, standard deviation, minimum
and maximum allows a first characterization of the sample. Given that the sample is representative, we can
extrapolate the finding in the entire population (all clients who attend the club).
Table 1. Statisticsindicators for the studied variables
Variable | Obs. Mean Std. Dev.
Min. Max.
------------+-------------------------------------------------------CalOfer |
200
40.94 7.684508
12
56
CalServ |
200
17.02 4.813048
1
24
Atasm |
200
20.27 4.702945
4
28

Source: own illustration.

From processing information in the questionnaire, the quality of Tennis Club is appreciated globally with a score
of 2.92, i.e. a degree of favorable assessment of 73%, knowing that the maximum possible score is 4.
This assessment, according to club customers is caused primarily by the assets of the club, namely the number of
courts available (score 3.53), the purpose for which customers use the services club or leisure (score 3.34), the
variety of competitions organized (3.16), the possibility of renting land (3.11) and the possibility of land use in
summer and winter (3.12).
When referring to the notoriety of sports club, Tennis Club is ranked on 1st place to 119 rankings representing a
59.5% share of respondents, 38 rankings in 2nd place (19% of respondents) and 19 rankings in 3rd place (9.5%) of
the respondents).
All these arguments demonstrate that the sports club Tennis Club, is the most powerful and representative tennis
club in Transylvania.
There are also a number of issues which demonstrate that the club has some issues in the customer perception,
on ways to attract customers through attractive subscriptions, which recorded a relatively low score 2.21, which
represents a degree of agreement of 55% slightly above average and also, the ways to maintain customer loyalty
points based on cards that offer advantages, scoring 2.22.
The club offer perceived by customers is quantified by the variable CalOfer. The quality of services offered by
the club and client attachment to it are quantified by the variables Atasm and CalServ.
Considering that the offer, CalOfer, should influence customer demand, synthesized in our case by the two
variables, CalServ and Atasm, we aimed to analyze the correlation between these three variables.
After determining the statistical correlation of these three variables (Table 2), it follows that the value of the
correlation for each pair of variables exceeds 0.6 which is an intensity of correlation that must be taken into
account.
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Table 2. Table of correlation between: offer quality, service quality and customer attachment
| CalOfer CalServ Atasm
------------+----------------------------------CalOfer | 1.0000
CalServ | 0.6660 1.0000
Atasm | 0.6839 0.7099 1.0000

Some remarks are necessary to be done on the three variables that will be the subject of the next statistical
connections. Scoring for most customers is between 32 and 52 points (Figure 1), which shows a fairly high
dispersion. There are still customers who do not see well the club offer. It is necessary to analyze this aspect in
order to improve the offer.
Figure 1. Variation of quality offer

Source: own illustration.

The quality of customer service, represented by variable CalServ is quite dispersed. The histogram in Figure 2 is
relevant in this regard. Corresponding score is distributed between 8 and 24, and here there is a possible
improvement in the quality of service perceived by customers.
Figure 2. Histogram of service quality perceived by customers

Source: own illustration.

Customer attachment is represented graphically in Figure 3. Although service quality has a significant variation,
in the case of attachment we observe higher scores in the range of 15 and 28 and there are a significant number
of customers who are not considered attached to the club.
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Figure 3.The histogram of variable "customer attachment to the club"

Source: own illustration.

Without going into too much detail about the two regressions, a few observations are necessary. Given the static
sample, in the regression model was used option vce (robust) to ensure standard errors validity even if the errors
are heteroscedastic. Overall, the statistical model is significant because "F" is set to 148.26 and R2 = 0.4436.This
means that variation of CalOfer explains approximately half of the variation of CalServ, existing obviously other
factors of influence. CalOfer variable coefficient is 0.418 which means that a one point increase in the offer
quality determine the quality demand to increase on average by 0.418 points. Confidence interval for the variable
coefficient CalOfer is guaranteed with a probability of 0.95 which is considered good. This link between quality
service and quality offer can be seen in Figure 4:
Table 3.Regression model - the link between quality service and quality offer
Linear regression
F( 1, 198) = 148.26

Number of obs = 200

Prob > F = 0.0000
R-squared = 0.4436
Root MSE = 3.5992
CalServ | Coef.
Std. Err.
t P>|t| [95% Conf. Interval]
-------------+----------------------------------------------------------------------------CalOfer | .4171665 .0342609 12.18 0.000 .3496034 .4847295
_cons | -.0587953 1.496909 -0.04 0.969 -3.010726 2.893135

Figure 4. The graph of the link between CalServ and CalOfer

Source: own illustration.
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On the second regression model (Table 4) we can do about the same comments. CalOfer explains 47% of
variation of Atasm. Considering the value of F statistics and the p-value, the linear model is valid. CalOfer
regressors is statistically significant because the value of t-test is 12.52 and p-value = 0.000 for a confidence
level of 0.05. In this case, the confidence interval for the parameter variable CalOfer is good. This link between
attachment customers and quality offer can be seen in Figure 5:
Table 4. Regression model - the link between client’s attachment and qualityoffer
Linear regression
F( 1, 198) = 156.69

Number of obs = 200

Prob > F = 0.0000
R-squared = 0.4677
Root MSE = 3.44
Atasm | Coef.
Std. Err. t
P>|t|
[95% Conf. Interval]
------------+----------------------------------------------------------------------------------CalOfer | .418528 .0334352 12.52 0.000 .3525933 .4844627
_cons | 3.135463 1.442753 2.17 0.031 .2903279 5.980597

Source: own illustration
Figure 5. The graph of the link between Atasm and CalOfer

Source: own illustration.

We believe it would be appropriate to cumulate the score of CalServ and Atasm related variables, in the variable
"Demand". The "Demand" variable is characterized by several statistical parameters, as shown in the table below
(Table 5):
Table 5. Statistics indicators for "Demand" variable
Variable |
Obs
Mean Std. Dev.
Min
Max
------------+------------------------------------------------------------------Demand |
200
37.29 8.799035
6
52

Source: own illustration.

The correlation coefficient (Table 6) is 0.7298, one with high value, which guarantees a high intensity relation
between the variables in question, this link can be observed in Figure 6.
Table 6. Table of correlation between demand and offer quality
| Demand CalOfer
-------------+-----------------------------Demand | 1.0000
CalOfer | 0.7298 1.0000

Source: own illustration.
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Figure 6. Statistical cloud of variables "Demand" and CalOfer

Source: own illustration.

Some comments are required on the statistical model presented in the following table (Table 7). Statistical value
"F" is 281.75 and p-value = 0.000, which means that the analytical form of the chosen model is good. R ^ 2 =
0.5327 shows that variation of "Demand" is larger than the previous models. The relationship is statistically
significant. CalOfer regressors is statistically significant (because t-statistic is 16.79 and p-value = 0.000). The
confidence interval is relatively close to the value of the variable parameter CalOfer. This parameter has a value
of 0.83569 (approximately) which means that a one point increase in the offer quality, will increase the value of
demand on average by 0.83569 points. In this case we used the option vce (robust) to ensure the validity of the
standard errors.
Table 7. Regression model - the link between demand and offer quality
Linear regression
F( 1, 198) = 281.75

Number of obs = 200

Prob > F
= 0.0000
R-squared
= 0.5327
Root MSE
= 6.0303
-----------------------------------------------------------------------------------------------------|
Robust
Demand | Coef.
Std. Err.
t
P>|t| [95% Conf. Interval]
-------------+--------------------------------------------------------------------------------------CalOfer | .8356945 .0497867 16.79 0.000 .7375143 .9338746
_cons | 3.076667 2.178807
1.41 0.159 -1.219978 7.373313

Source: own illustration.

As a preliminary conclusion, this regression model is qualitatively better compared to the previous ones.
Demand variation is explained by variable CalOfer (offer), which puts the club to customers (quantified by
CalOfer) better reflects the variation of demand club (quantified by Demand).
3. Conclusions
The major objective of the study is to know the customer behavior of the sports club Tennis Club for adopting
measures concerning the delimitation of its market segments and development. The study found that, between
the quality offer and customer attachment to the club, exist a strong link synthesized in variable services quality
(CalServ) and attachment to customer club (Atasm).As a result of the statistical determination of the correlation
between this three variables, results that the value correlation of the each pair of variables exceeds 0.6 which is a
strong correlation between them, and that should be taken into account by the club management.
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To avoid poor customer perception on the club's superior performance in terms of services quality, it must be
distinguished not only by the quality of these services, but also through a financial advantage to the customer,
increasing sales or price/tariff does not will be in the forecast, in addition, it may go unnoticed. If the club
management does not assess these factors (indicators) then the recognition of performance is up to the customer.
Customer satisfaction in itself, does not allow the promotion of services (activities) of sports club. Therefore it is
important for managers to highlight the links between the performance of customer services provided and the
associated costs to recognize the opportunity to create income, not just costs. Perceived benefits are the result of
the efforts of sports club in terms of costs and risks, and express the value expected by the customer.
The analysis reveals concern of private sports clubs management to ensure organizational performance or to
improve their competitiveness.
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Abstract. The present paper aims at using fuzzy logic techniques in order to extract relevant information regarding
student behaviour and student satisfaction. Furthermore, based on a fuzzy model, a student satisfaction chart will be
generated and the conclusions of the paper will be discussed with respect to the graphical representation. In order to
achieve these, a relevant literature review is provided. Using the concepts defined in the literature review a survey
was conducted. The survey was conducted on a representative sample of students from Transilvania University of
Brasov and has a confidence level of the sample of 95% and an error of ±5%. The result of the survey were
transformed into a fuzzy logic model in a five steps process: fuzzification of the data, applying the fuzzy operator,
applying implication method, aggregating all outputs and defuzzification of the results. This model generated a
graphic representation and three main conclusions were derived from it.
Keywords: educational marketing, fuzzy logic, customer behaviour, student behaviour, marketing models.
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1. Introduction
Given the current educational market perspectives the need for improved tools, able to extract relevant
information from educational market analyses, is paramount. New trends like the decreasing number of pupils
and students (Enache, 2012), increasing competition for research grants (Garcia and Menendez, 2005), the
growing gap between the educational sector and the businesses’ needs (Florian et al, 2010) are shaping a new
educational market landscape.
In order to remain competitive the educational institutions can deploy marketing techniques for a better
understanding of the environment they are facing. From customer behaviour analysis to strategic planning, the
educational marketing is able to take advantage of its specific ways to solve market issues.
The fuzzy logic offers a new way to approach educational marketing. Given its ability to offer solutions to
imperfectly defined problems, the fuzzy logic can be deployed in areas like student behaviour, where concepts of
students’ satisfaction or students’ characteristics are sometimes vague.
2. Literature review
The field of educational marketing can be described as a marketing approach to educational related activities
(Florescu et al., 2003). It can also be seen as a branch of services marketing or social marketing (Lefter et al.,
2006). As a branch of services marketing, the educational marketing field will take into consideration the 7P’s of
the marketing mix and will have to deal with the interactions between the service that an educational institution
provide and the customer who need that service. From the social marketing perspective, the educational
marketing branch needs to evaluate the impact and the interactions between educational services and the
stakeholders. One of the most dynamic interest points in educational marketing is student behaviour and student
satisfaction. The student satisfaction can be seen as a bridge between the quality of educational services and the
student behaviour (Olorunniwo and Hsu, 2006). Given the different approaches marketing had, the student
satisfaction can be achieved by providing better student to student interactions (Rowley, 1996), by improving the
perceptions related to quality and price (Sumaedi et al., 2011) or by balancing the status, race, and year of study
differences (Jalali et al., 2011). It has been argued that the student satisfaction is not correlated with their
academic results (Pelau, 2010) or gender, work status or salary expectations after graduation (Enache, 2011).
Nevertheless the study of student behaviour and student satisfaction is a new field of interest for marketing
research. That is strongly correlated with the inertia of the universities and the content oriented framework used
by these institutions (Marringe, 2005). On the other hand the students think of themselves as customers and are
expecting to be treated as such (Finney and Finney, 2010).
If educational marketing has been a marketing field of interest for not such a long time, the use of fuzzy logic in
marketing is even more at the beginning of it’s applications. Taking into account customer behaviour analysis
based on a fuzzy approach it has been shown that the data can be better understand (Martinez-Lopez and
Casillas, 2009) and more relevant information can be derived from a set of data. This situation becomes obvious
when considering the difference between the marketing perspective in business fields and the marketing
perspective in educational institutions (Casillas and Martinez-Lopez, 2009). Therefore a fuzzy logic marketing
approach can take advantage of the marketing research done on services marketing situations and use it on the
new challenges that educational marketing is facing. The fuzzy logic can improve the critical service attributes
determination (Deng, 2008), the SERVQUAL methodology (Abdolvand and Taghipouryan, 2007) or the
evaluation of customer perceptions (Chen et al., 2011).
3. Research objectives and methodology
Based on the above literature review and seeking to add relevant information to the educational marketing field
of study, the present research aims at finding a description for the interaction between student satisfaction, on
one hand, and educational marketing mix polices, on the other. In order to achieve this scope a survey was
conducted so that relevant information can be gathered and analysed. The objectives of the study were to
measure the student satisfaction and the student perceptions regarding several educational service components.
The survey used a representative sample of 384 students from Transilvania University of Brasov. The stratified
sampling method was used. The confidence level of the sample was 95% and an error of ±5%. The survey was
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special designed to gather information on student satisfaction, student behaviour and student perspectives on
educational services. The results were validated against gender, year of study and financial status (tuition and
non-tuition students).
4. Results and conclusion
A fuzzy logic model able to represent the student satisfaction characteristics has to take into consideration the
influence of different factors on student behaviour. In order to decide what factors are relevant to student
satisfaction and what needs to be excluded from the model a principal component analysis was used. The model
presented in this paper is focused on two relevant influence factors: the image of the university and it’s’ price
policy. The interaction between these two factors can provide enough information to create a fuzzy logic model
of student satisfaction. Nevertheless, a fuzzy logic model can use an unlimited number of independent variables.
Choosing to use only two independent variables has several advantages: their interaction can be easily plotted,
the effects on student satisfaction can be represented as an increase on the z-axis and the rules that describe the
interaction can be easily integrated in the model.
The creation of a fuzzy model is a five steps process aimed at delivering a clear way to understand how an
interaction between several components changes the outcome of a dependent variable. These five steps are:
fuzzification of the data, applying the fuzzy operator, applying implication method, aggregating all outputs and
defuzzification of the results. In order to transform the data the “and” function was defined as “min”, the “or”
function was defined as “max”, the implication was defined as “min” and the aggregation as “max”. The
defuzzification method chosen was centroid. The results obtained can be plotted on a three dimensional chart
(Figure 1) that describes all the interactions that can occur between independent variables and their impact on
student satisfaction.
Figure 1. Fuzzy logic interaction between university image and price policy and their impact on student satisfaction

Source: own illustration.

Several conclusions can be derived from Figure 1. First, the student satisfaction has several plateaux that
describe it. There is a low level, associated with bad perceptions about both independent variables. Then there is
a large middle plateau where the independent variables cover most of their interactions. The last plateau, the
higher one, corresponds to outstanding perceptions related to university image and price policy. As seen in
Figure 1 these plateaux are defined by the least appreciated characteristic. In this case we can assume that the
student satisfaction can be better described by a non-compensatory model: the students are evaluating each
educational service component without taking into consideration the other components. Given this situation the
student satisfaction can be achieved on a step-by-step marketing strategy, securing the achieved level and taking
actions to move up to the next one.

182

Ioan Enache

Second, in order to maximize student satisfaction, both variables need to be taken into account. The choice to
develop only one marketing perspective is not efficient. In figure 1 it is obvious that if an institution chooses to
focus its’ resources on a single attribute, like the university image for example, this institution will not achieve a
good student satisfaction even if for that particular attribute receives the maximum of appreciation. This situation
underlines the importance of understanding all the factors with an impact on student satisfaction. Missing one of
them can hold the student satisfaction on one of the plateaux even if the other dimensions are perceived as top
performers.
Third, even if both independent variables are having perfect scores, the student satisfaction doesn’t reach the
maximum possible. Therefore it is advised to maintain a balance between different marketing components and to
strive for excellence not only for several perspectives, but for all of them.
Using the fuzzy logic techniques in educational marketing proves to be beneficial for a better understanding of
the relation between student satisfaction and marketing strategies. An educational institution can deploy fuzzy
logic to map its’ student satisfaction and to model the interaction between the marketing policies. As shown
above it is important to include in the model all the characteristics considered important by the students. Failing
to use all these characteristics will make the model useless because the student satisfaction will reach only an
intermediate plateau. By using all the independent variables with a significant impact on student behaviour, it
becomes possible to calculate the student satisfaction. Knowing what is the degree of student satisfaction and
what are the perceptions related, a starting point can be set. Using the second conclusion, the marketing policies
will be improved in such a way that all of them will reach a similar appreciation from the students. As soon as
this plateaux is secured the institution can strive for the next one. But the marketing efforts should take into
consideration that even if all the variables are perceived as outstanding, it is possible that, given the interactions,
the student satisfaction will not reach the peak.
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Abstract. The models and approaches used until now for measuring intellectual capital (IC) and its economic effects
form a good basis for further development. The results gained this far goes back to the ground breaking conceptual
work and the development of various methodologies by the IC community. In striving to gain ever more reliable
knowledge on the effects of IC, however, we need the established measurement practices of the next generation. This
is the context and motivation of the present article aim to debate the problem of intellectual capital management by
the concepts state-of-the-art that will underline and present the IC measuring models. Based on the literature review,
there will be proposed a new model and an associated methodology, which help the companies to identify and use the
intangible assets in order to gain competitive advantage. The importance of managing intellectual capital consists in
providing timely information which enables them to modify their IC strategy accordingly for their sustainable
competitive advantage by acquiring and using data.
Keywords: Intellectual capital, measuring, model, perspectives, indicators.

Towards a new model for measuring intellectual capital

185

1. Introduction
Interest in measuring intellectual capital has emerged in the second half of the 20th century, when scientists have
realized that the resources and the amount of resources available to the company is not decisive in its results. The
rise of new economy has highlighted the fact that the value created depends far less on their physical assets than
on their intangible ones. These assets, often described as IC, are being recognised as the foundation of
individual, organizational and national competitiveness in the knowledge era. Also, to improve the way
organizations manages its intellectual assets in order to create value and achieve competitive advantage. Variety
of theories and models for measuring intangible assets reflects their growing importance and difficulty of finding
a suitable model.
This paper is organized in four sections. Section 1 presented the concept and importance of IC from the
perspective of various specialists. Section 2 the most important models for measuring IC at the organizational
level. The Section 3 is devoted to the description of the proposed methodology and includes defining the
indicators that has been developed to perform the measuring and the method of use/implementation of IC
measuring model. Section 4 presents the preliminary conclusions. The paper ends with a list of the relevant
bibliography for the subject.
2. State-of-the-art on the IC measuring models
From the microeconomic perspective (the one considered for the purpose of the presented research), the models
of evaluating IC characterized organization’s intangible assets in order to manage and report IC. Authors tried to
extend the study of company measuring away from the balance sheet traditional measures, in order to gain a
much more realistic imagine of the company (the internal environment status) within the context and tendencies
of the actual market (Jovicic and Mikic, 2006). Based on the literature review in this case, the most popular
models of the IC measuring are: Ericsson’s model, Ramboll’s holistic model and Bates Gruppen Company IQ
model. These will be briefly presented in the following, by underlining their particularities for the IC measure
and then management.
Ericsson model
The model was developed by a Swedish company Ericsson in order to evaluate IC; the model is known as the
communication board and it is based on balanced scoring method that takes into consideration five perspectives:
innovation, employees, processes, customers and financials. Each perspective is represented using dials forms,
similar to those that exist in an airplane cabin. Each dial shows if the company is on track in achieving the
objectives for each perspective, or if they fail in accordance with the strategic objectives and the key
performance indicators that are established for a particular company. The model shows the status of company’s
own indicators related to each perspective and also, relevant entries for each considered indicator; therefore the
model suggests actions that will fit the strategy (Lovingsson et al., 2000). According to the Ericsson model of IC
measuring is extremely important to understand the objectives of using this product in terms of IC perspectives
measurement (Wall et. all, 2003). A number of Swedish and multinational companies use this tool, such as a
multinational company ABB industrial, energy and automation; Saab in automobiles and Swedish Air services.
Ramboll’s holistic model
This model has been developed by a Danish company operating in professional services, which has developed its
own model as a holistic reporting of IC, which is similar with other Scandinavian models. The model includes a
number of key areas that are described and evaluate by a number of indicators.
The model main areas of performance refer to: organizational values and management, strategic processes,
structural resources, consulting services and human resources.
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Table 1. Ramboll’s holistic company model list of indicators
Human capital indicators
Revenue generated per employee
Number of senior positions filled by junior staff
Recruitment, development and training spend per
employee
Value added per employee
Staff turnover
New ideas generated by staff

Organizational capital indicators
Income per research and development activities
expenses
Individual computer links to database
Upgrades of database
Value of new ideas
Number of new product introductions
Changes implemented due to employee or
customer satisfaction

Customer capital indicators
Growth in sales volume
Revenues per customer
Proportion of sales to repeat customers
Brand loyalty
Product returns as a proportion of sales

Source: Ramboll Group, 2013.

These areas lead to three sets of results: customers, employees and society, which are combined and integrated in
order to produce financial results. Table 2 provides a list of possible human, organizational and customer capital
indicators, but their measurements and measuring will depend on the organization specificity. By applying
Ramboll model of IC measuring, in the end of all family indicators measuring, they are aggregated in order to
obtain the total value of a company's IC. The complexity of the model can be shown by considering the example
of the human resources performance indicators. According to Ramboll model, the associated indicators are the
personnel structure, reported turnover of staff and building skills.
It reflects and analyses all business processes and it is a feasible tool in evaluating IC if the following advantages
are considered: it includes relevant aspects from base management, human resource requirements and
technological resources used; it takes into consideration all the processes developed in the company that
contributed to the resources transformation into the company's delivered products and services; it identifies the
processes benefits for customers, employees and the environment which are considered important results; it
helps keeping customers and employees if the results are positive and explain how profit was created; it could be
seen as a pattern that expresses concrete links between IC and financial capital (Ramboll Group, 2013, p. 1).
Bates Gruppen Company IQ model
Bates Gruppen is the Norwegian company part of the Cordiant Communications Group. It has proposed a
method that consists entirely of non-financial measures. The proposed IC measuring model could be applied by
follow three stages (Starovic and Marr, 2000) as explained in Table 2. The IC measuring process does not stop
after this stage. As with any measurement system some form of feedback has to be built into the system for a
company to remain competitive. The strength of assets within the 100 can be identified and weaker ones
improved (Starovic and Marr, 2000, p. 5).
Table 2. Bates Gruppen Company IQ measurement system – stages of application
Stage one
Identify the motivation of customers to buy products and
services from a company as opposed to a rival one.
This could be done in a day workshop in which
management select between eight and twelve attributes
that are deep analyze in order to have a hierarchy of
motives that keep customers loyal to the company
supply.
The final list is sent to customers and employees who
rate each attribute twice, once for its value to customers
and then for its uniqueness. A scale of 1-7 is used. The
results are plotted on to a two-by-two matrix.
Any attributes that make it into the top upper-right
quadrant will be explored further.

Stage two
Identify the intellectual assets that produce star
attributes
Ideally, these should be divided as equally as
possible between human, customer and structural
IC assets
All of these assets must either be measurable in
absolute terms or capable of measurement using
scales.

Stage three
The calculation of the Company IQ.
Scores on the 100 selected attributes
must first be weighted for relative
impact on profitability then compared
with similar companies on the chosen
database.
Bates Gruppen has selected a
median score of 100.

At least 60% of the assets identified should be
comparable to data from reputable benchmarking
studies.

Source: Nugus in Starovic and Marr, 2000, p. 12.

This model of IC measuring is more than just a measurement system because it requires an organization to
identify its highly valuable, unique capabilities and the IC behind them. While calculating its Company IQ score,
a company may find it is producing goods or providing services that are similar to those of a competitor or
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contain features that add little value to customers. This products or services will be eliminated from the
company’s processes in order to allow organization taking the actions that has a direct impact on its profitmaximizing capabilities (Marr and Chatzkel, 2004). Appling Company IQ model requires a great work initially,
for gathering data from employees and customers who may be unwilling to participate or who may provide
hastily compiled information of little use. Furthermore, it may be difficult for a company to divide its knowledge
assets equally between the three types of, meaning that some are incorporated to make up the numbers while
others are excluded. The suggestion that at least 60 percent of the indicators are comparable to those from other
companies still leaves a lot open to subjectivity (Luu, 2001).
The literature review has underlined that some companies, mainly from North Europe, have developed their own
IC measurement and measuring models. Most of the IC measuring models were developed by consulting
companies and so, their spread on the market has a commercial interest in promoting and selling their ideas. In
addition, the exploitation of the IC measuring models is probably less advanced in Mainland Europe, but models
are well known and exploited in United Kingdom and United States (Nilsson and Goran Olve, 2001).
IC measurement approaches and models show how company’s measure and report performance internally in
order to gain management insights that can support operational management. Measuring approaches, on the
other hand, are primarily concerned with placing an economic value on organizations and their intangibles
(Fernandes et al., 2006). They generally take an external view and are designed to help analysts or investors
assess the financial value of an organisation.
3. The proposed IC measuring methodology
In order to overtake the disadvantages of the existing models and associated models implementation for the case
of organization, there have been proposed a new model for measuring IC. The proposed IC measuring model
derivate from Bates Gruppen Company IQ model, but unlike this model, it has a new reporting scale and the
indicators are related to three organizational perspectives (human, structural and relational capital perspectives).
Table 3. The proposed model
Human capital
The average level of experts
Share of employees with higher education
Share of employees with over 10 years seniority

Structural capital
Average number of management meetings
Share of employees receiving training
Share of IT specialists

Employee Satisfaction Index

Frequency of computer problems
Share of value the assignment provided by
copyrights

Customer capital
The share of sales of new products
Customer satisfaction index
Index of satisfaction in the relationship with
suppliers
Frequency of accessing website

The IC indicators used in the measuring process were established based on the literature review and the
conclusions of a focus group within our research team (5 researchers involved). In addition, indicators were
selected to attend the aim of the proposed model for the IC measuring: to create, design a model that is mainly
related to organization’s efficiency and effectiveness in using its available resources. Tables 3 describe the
proposed IC model with the specific indicators.
The IC measuring proposed approach was assimilated with a diagnosis model of different IC components in the
case of an organization. The proposed stages of IC measuring are: (1) data collection; (2) data processing
(indicators calculation and their comparison with established KPIs); (3) data interpretation. Basic, the proposed
methodology will be implemented in companies’ real environment using a designed software tool built up based
on the Excel software application. The overall objective of data collection is to enable the manager to
continuously monitor the values of the input data for the corresponding IC indicators calculation.
Data collection is a collaborative work between all companies’ areas and departments and this activity should be
carried out according to strictly established communication rules in order to guarantee the quality of the data
delivered and also, to avoid delays. To reduce the administrative burden, data collection will be done in an
efficient way by employees specialized in this area.
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Data processing stage is developed using Excel software application facilities. For each IC perspectives there
have been defined calculation sheets that include the proposed indicators in order to capitalize quantitative and
qualitative results.
The results of each IC measuring perspectives are then centralized in a new sheet (intermediate form) in order to
identify the implementation level of IC (total score) in the organization. The degree of importance is calculated
for the entire company based on the formula
13

It 

 I i  100

i 1

It is the implementation level of IC for the entire company, I t ∈ [1% ... 100%] and Ii is the total degree of
implementation of each indicator X, I i ∈ [100%].Data interpretation stage is primary perform by analysing the
partial reports of the human, structural and relational capital measuring for a particular company. The
calculations and the analysis were first developed using Excel software application facilities.
Data interpretation stage is performed using a scoring measuring approach in order to characterize the
significance of each indicator.
The implementation level of an indicator that is in the initiation level ( I i <50%, associated with a code colour
red) reflects lack of implementation or low implementation level, or critical situation of the company in the
related field associated with the indicator.
The implementation level of an indicator that is in the growth and development level (50%> I i <80%, associated
with a code colour yellow) reflects a substantial improvement or an underdevelopment of the company in the
field related to the indicator.
The implementation level of an indicator that is in the maturity level ( I i > 80%, associated with a code colour
green) reflects the advanced or a very good development of the company in the field related to the indicator.
Finally, the three partial reports related to human, structural and relational capital perspectives are integrated into
a global report of the IC status visualized as the IC footprint for a company. The IC measuring results join the
financial-accounting reports done monthly and managers have all the structured information in order to identify
the organization’s performance management status and be able to formulate the corrective, improvement
measures.
4. Conclusion
This article has presented relevant aspects on IC models based on the literature review (Ericsson’s model,
Ramboll’s holistic company model and Bates Gruppen Company IQ. There have been recognized that the Bates
Gruppen Company IQ model was developed based on the ideas and Porter model on organization
competitiveness. Most of the scientists, researchers and practitioners attend a maturity level of understanding the
impact of IC management on business strategic sustainable competitiveness. The aim of the proposed
approached was to define a conceptual model, more supple, for the IC measuring dedicated to organizations.
Through theoretical researches there have been established the model of the IC measuring based on Bates
Gruppen Company IQ model. Foreword, the model have been transfer into an IC measuring methodology in
order to diagnose and monitor organizations competitiveness development. The methodology consists of three
stages: (1) data collection; (2) data processing (indicators calculation and their comparison with established
KPIs); (3) data interpretation. The IC measuring model enables company to have a more definite and direct
understanding of the composition of IC, and to evaluate its developing tendency periodically.
Acknowledgements
This work was partially supported by the strategic grant POSDRU/159/1.5/S/137070 (2014) of the Ministry of
National Education, Romania, co-financed by the European Social Fund – Investing in People, within the
Sectoral Operational Programme Human Resources Development 2007-2013.

Towards a new model for measuring intellectual capital

189

References
Fernandes, K.J., Raja, V., Whalley A. (2006). “Lessons from implementing the balanced scorecard in a small and medium
size manufacturing organization,” Technovation, Vol. 26, No. 5, pp. 623-634
Jovicic, S., Mikic, H. (2006). Managing and measuring intangibles: as key resources for development sustainable
competitiveness of the Republic of Serbia, British Council, and Belgrade, Serbia
Lovingsson, F., Dell’Orto, S., Baladi, P. (2000). “Navigating with: new managerial tools”, Journal of Intellectual Capital,
Vol. 1, No. 2, pp. 147-154
Luu, N. (2001). “Invisible value: the case for measuring”, Journal of New Economy, No. 1
Marr, B., Chatzkel, J. (2004). “Intellectual capital at the crossroads: managing, measuring and reporting of IC”, Journal of
Intellectual Capital, Vol. 5, No. 2, pp. 224-229
Nilsson, F., Goran Olve, N. (2001). “On control systems in multi business companies: From performance management to
strategic management,” European Management Journal, Vol. 19, No. 4, pp. 344-58
Starovic, D., Marr, B. (2000). Understandings corporate value: managing and reporting intellectual capital, Chartered
Institute of Management Accountants, available at: http://www.cimaglobal.com/Documents/ImportedDocuments/
tech_techrep_understanding_corporate_value_2003.pdf
Wall, A., Kirk, R., Martin, G. (2003). Intellectual Capital: Measuring the Immeasurable?, Elsevier Publishing
Rambool Group. (2013). Holistic enterprise model, available at: http://www.ramboll.com/about-us/holisticoperation/
holisticenterprisemodel

HUMAN CAPITAL INVESTMENT – MOTIVATION
AND WORK INVOLVEMENT
Alexandra STANIT
“Lucian Blaga” University of Sibiu, Romania
alexandra.stanit@ulbsibiu.ro
Emanoil MUSCALU
“Lucian Blaga” University of Sibiu, Romania
emanoil.muscalu@ulbsibiu.ro
Mihaela Liliana CONSTANTINESCU
“Lucian Blaga” University of Sibiu, Romania
lili.popa@ulbsibiu.ro
Abstract.Many companies nowadays derive their competitive advantages mainly from human capital, so human
capital must be invested and maintained. It becomes critical for companies to select human capital that matches their
objectives. In this article’s aim is to summ up different definitions and characteristics of human capital in existing
literature, and then discusses the inherent relationship of human capital investment and employee motivation and
work involvement.
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1. Introduction
When a company invests in tangible assets, such as cars or computers, the money is paid in cash funds and the
amount shall be entered in the balance sheet assets under the heading of "equipment". When a company invests
in an intangible asset (education and staff training or research program), or wants to enter a new market segment
related to a client, usually it is not possible to record such costs as assets the balance sheet. Both types of
investments are based on the same reason - long-term growth. However, the difference in accounting terms
creates confusion especially as the cost of investment in intangible assets is not easily to show. Intangible assets
are financed through the invisible ones. Expenditures for research and development add value which obviously is
owned by the company, so that it is quite reasonable that these expenditures actually be considered as an
investment. Many authors insist that staff training and education should be seen as investments. When each
person pays for his own education, he invests in his own human capital, but the education that is paid by the
company, the relationship between the payer and the recipient appears to break. The company pays for an
acquisition that will not hold. Individual competence is the property of the individual, not the company; money
spent on employee education should be considered an investment, not a cost.
2. Human capital investment
The term of human capital was first introduced by Theodore Schultz, a Nobel laureate. In 1963 Schultz wrote
about the need to invest in education to increase productivity in U.S. agriculture. In 1975, Gary Becker has
developed a theory of human capital as the level of education and experience of a person are critical factors in
increasing its income.
Human capital depends on competence, intellectual ability and skills of members of the organization. It is
usually described as the totality of knowledge, skills and experience they have employees of a company. In the
new economy, human capital is considered to be the most valuable resource a company, especially when it
comes to future value creation. Human capital is individual and can not be owned by the company and obviously
human capital can not be copied by rivals. When a company invests in human capital, it automatically increases
its value, obtaining a sustainable competitive advantage. Human capital was also individually defined as the
combination of the following factors: genetics; education; experience; attitude toward business. Besides
individual skills, human capital and growth envisages a company based on learning in a changing competitive
environment, and their own creativity and innovative potential.
The Human Capital Index (World Economic Forum) seeks to create greater awareness among a global audience
of human capital as a fundamental pillar of the growth, stability and competitiveness of nations. This Index is a
first attempt at measuring human capital holistically and across a large set of countries. The Index seeks to serve
as a tool for capturing the complexity of workforce dynamics so that various stakeholders are able to take better–
informed decisions. Because human capital is critical not only to the productivity of society but also to the
functioning of its political, social and civil institutions, understanding its current capacity is valuable to a wide
variety of stakeholders.
Romania is ranked at 69 with a score of -0.176, as we can see in Figure 1.
Figure 1. Human Capital Index. Key indicators
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Figure 2. Education and workforce distribution

Figure 3. Employment types, educational requirements and educational attainment
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Figure 4. Spread of scores

3. The relationship between human capital investment - motivation and work involvement
The human resources management is an integral part of the management process. To understand the critical
importance of people in the organization is to recognize that the human element and the organization are
synonymous. A well-managed organization usually sees an average worker as the root source of quality and
productivity gains. Such organizations do not look to capital investment, but to employees, as the fundamental
source of improvement. An organization is effective to the degree to which it achieves its goals. An effective
organization will make sure that there is a spirit of cooperation and sense of commitment and satisfaction within
the sphere of its influence. In order to make employees satisfied and committed to their jobs in academic and
research libraries, there is need for strong and effective motivation at the various levels.
Motivation is a basic psychological process. A recent data-based comprehensive analysis concluded that
competitiveness problems appear to be largely motivational in nature (Miner et al., 1995). Along with
perception, personality, attitudes, and learning, motivation is a very important element of behaviour.
Nevertheless, motivation is not the only explanation of behaviour. It interacts with and acts in conjunction with
other cognitive processes. Motivating is the management process of influencing behaviour based on the
knowledge of what make people tick (Luthans, 1998).
Luthans (1998) asserts that motivation is the process that arouses, energizes, directs, and sustains behaviour and
performance. That is, it is the process of stimulating people to action and to achieve a desired task. One way of
stimulating people is to employ effective motivation, which makes workers more satisfied with and committed to
their jobs. Money is not the only motivator. There are other incentives which can also serve as motivators.
Specific employee attitudes relating to job satisfaction and organizational commitment are of major interest to
the field of organizational behaviour and the practice of human resources management. Attitude has direct
impact on job satisfaction. Organizational commitment on the other hand, focuses on their attitudes towards the
entire organization. Although a strong relationship between satisfaction and commitment has been found, more
recent research gives more support to the idea that commitment causes satisfaction. However, most studies treat
satisfaction and commitment differently, especially in light of things like downsizing that are part of modern
organizations.
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Figure 5. Factors leading to dissatisfaction/satisfaction

3.1. Motivation strategies
In this era of the information superhighway, employers must be careful to meet their needs. Otherwise, they will
discover they are losing their talented and creative professionals to other organizations who are ready and willing
to meet their needs and demands.
Salary, Wages and Conditions of Service:
To use salaries as an effectively motivator, personnel managers must consider four major components of a salary
structures. These are the job rate, which relates to the importance the organization attaches to each job; payment,
which encourages workers or groups by rewarding them according to their performance; personal or special
allowances, associated with factors such as scarcity of particular skills or certain categories of information
professionals or librarians, or with long service; and fringe benefits such as holidays with pay, pensions, and so
on. It is also important to ensure that the prevailing pay in other library or information establishments is taken
into consideration in determining the pay structure of their organization.
Money:
Akintoye (2000) asserts that money remains the most significant motivational strategy. Frederick Taylor and his
scientific management associate described money as the most important factor in motivating the industrial
workers to achieve greater productivity. Taylor advocated the establishment of incentive wage systems as a
means of stimulating workers to higher performance, commitment, and eventually satisfaction. Money possesses
significant motivating power in as much as it symbolizes intangible goals like security, power, prestige, and a
feeling of accomplishment and success.
Sinclair, et al. (2005) demonstrates the motivational power of money through the process of job choice. He
explains that money has the power to attract, retain, and motivate individuals towards higher performance. For
instance, if a librarian or information professional has another job offer which has identical job characteristics
with his current job, but greater financial reward, that worker would in all probability be motivated to accept the
new job offer.
Banjoko (1996) states that many managers use money to reward or punish workers. This is done through the
process of rewarding employees for higher productivity by instilling fear of loss of job (e.g., premature
retirement due to poor performance). The desire to be promoted and earn enhanced pay may also motivate
employees.
Staff Training:
No matter how automated an organization may be, high productivity depends on the level of motivation and the
effectiveness of the workforce. Staff training is an indispensable strategy for motivating workers. The
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organization must have good training programme. This will give the information professional opportunities for
self-improvement and development to meet the challenges and requirements of new equipment and new
techniques of performing a task.
Information Availability and Communication:
One way managers can stimulate motivation is to give relevant information on the consequences of their actions
on others (Olajide, 2000). To this researcher it seems that there is no known organization in which people do not
usually feel there should be improvement in the way departments communicate, cooperate, and collaborate with
one another. Information availability brings to bear a powerful peer pressure, where two or more people running
together will run faster than when running alone or running without awareness of the pace of the other runners.
By sharing information, subordinates compete with one another.
Studies on work motivation seem to confirm that it improves workers' performance and satisfaction. For
example, Brown and Shepherd (1997) examine the characteristics of the work of teacher-librarians in four major
categories: knowledge base, technical skills, values, and beliefs. He reports that they will succeed in meeting this
challenge only if they are motivated by deeply-held values and beliefs regarding the development of a shared
vision. Vinokur, Jayarantne, and Chess (1994) examine agency-influenced work and employment conditions,
and assess their impact on social workers' job satisfaction. Some motivational issues were salary, fringe benefits,
job security, physical surroundings, and safety. Certain environmental and motivational factors are predictors of
job satisfaction.
While Colvin (1998) shows that financial incentives will get people to do more of what they are doing,
Silverthrone (1996) investigates motivation and managerial styles in the private and public sector. The results
indicate that there is a little difference between the motivational needs of public and private sector employees,
managers, and non-managers.
Studies reveal that employees motivation is very important, and its absence often leads to lethargy and reduced
organizational involvement. Sometimes workers may quit from public to the private sector and vice versa. At the
other times the movement is from one profession to another that is considered a greener pasture. This later is
common in countries grappling with dwindling economy and its concomitant such as poor conditions of service
and late payment of salaries (Nwagwu, 1997).
3.2. Work involvement
There are a wide variety of definitions and measure methods of organizational involvement, which are usually
defined in three dimensions:
 strong desire to remain a member of a particular organization;
 willingness to exert high levels of efforts on behalf of the organization;
 define belief in and acceptability of the values and goals of the organization.
To Northcraft and Neale (1996), commitment is an attitude reflecting an employee's loyalty to the organization,
and an ongoing process through which organization members express their concern for the organization and its
continued success and well being.
Organizational involvement is determined by a number of factors, including personal factors (e.g., age, tenure
in the organization, disposition, internal or external control attributions); organizational factors (job design and
the leadership style of one's supervisor); non-organizational factors (availability of alternatives). All these
things affect subsequent commitment.
Mowday, Porter, and Steer (1982) see involvement as attachment and loyalty.
These authors describe three components of involvement:
 an identification with the goals and values of the organization;
 a desire to belong to the organization;
 a willingness to display effort on behalf of the organization.
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A similar definition of involvement emphasizes the importance of behaviour in creating it. Salancik (1977)
conceives commitment as a state of being in which an individual becomes bound by his actions and it is these
actions that sustain his activities and involvement. From this definition, it can be inferred that three features of
behaviour are important in binding individuals to act: visibility of acts, the extent to which the outcomes are
irrevocable; and the degree to which the person undertakes the action voluntarily. Therefore, commitment can be
increased and harnessed to obtain support for the organizational ends and interests through such things as
participation in decision-making.
4. Conclusions
Many organizations face challenges to accurately measuring job satisfaction, as the definition of satisfaction can
differ for various people across an organization. However, most organizations realize that a worker's level of job
satisfaction can impact her job performance. Despite general belief, studies have shown that high performing
employees do not necessarily feel satisfied with their job because of high-level titles or increased pay. This is an
obvious concern for organizations, since studies also reveal that the implementation of positive HR practices
results in financial gain for the organizations. Thus, there is a direct link between flexible work environments
and increased shareholder value.
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Abstract. The interest in studying knowledge as a representative dimension was generated especially by the radical
changes occurred at social and economic level. The acknowledgment that today's world is built according to the
development of knowledge and rapid transmission of information and knowledge has led to a reconsideration of the
balance between physical and intellectual capital, the scales tipping in favour of the intellectual capital approach as
a key resource for the competitive operation of organizations. The increase of knowledge environment complexity
and the trends towards the globalization of knowledge have resulted in more organizations focusing on aspects
related to the generation, identification, gathering, dissemination and application of information and knowledge as
an important component of the organization.
Keywords: knowledge, dissemination, knowledge based organization, knowledge management, organization.
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1. Introduction
Knowledge is often defined as the ability to capture and understand the essence of facts, to make use of the
information, acquired in the form of experiences or lessons. In the organizational environment, knowledge
comes from information, converted by those who own it in capacity for effective action, by assimilation and
integrative understanding, followed by operationalization in given contexts. (P. Drucker)
Many practitioners, consultants and even authors who have written about knowledge consider it to be a tangible
thing that can be produced, acquired, distributed, measured or stored just like any other resource. Trying to
overcome the conceptual confusions and ambiguous interpretations resulted from the use of knowledge and
knowledge management terms, G. Probst, S. Raub and K. Romhardt have sought to identify the basic
components of knowledge, in order to provide an integrative definition by means of which better distinctions
between individual and collective knowledge could be noticed. For these authors, knowledge is the “entirety of
cognitions and abilities which are used by individuals to solve problems. This comprises theoretical perceptions
as well as practical day to day rules and guidelines. Further, knowledge is based on data and information;
however it is always bound to individuals. It is generated by individuals and represents their expectance about
cause-effect relationships”. The acquisition of knowledge is a slow process that evolves over time depending on
the amount of information gathered, assimilated, aggregated and interpreted by the organization’s members.
The organizational knowledge approach, i.e. the one focused on the use and development of skills, abilities and
intellectual capacities necessary to acquire such knowledge, led to the creation of knowledge management.
Knowledge management focuses on the management of processes and resources, but it mainly concerns the
relationship between employees and their professional goals, being oriented towards the creation, dissemination
and evaluation of knowledge necessary for the achievement of development strategies.
Continuous improvement of the knowledge stock is critical for success. However, the mere creation of
knowledge distribution networks will not automatically generate the desired results. The way people learn and
where/how the learning process occurs is of great importance. Learning becomes the general typical process for
a knowledge-based economy, because to save resources and to target actions towards the fulfilment of the
increasing and more diverse needs with limited resources, it is necessary to ensure knowledge, generalization
and learning by all members of the knowledge society. On the other hand, learning is a process shaped by
personal experience, a set of values and beliefs on which self-development was based, but also by the
organizational culture to which the individuals belong. As a result, being a member of an organization affects the
way events are interpreted, while organizational culture affects our way of relating to the learning process.
Therefore, more and more organizations devote time, energy and efforts to define the dominant values to be
agreed and endorsed by the majority of their members. Learning processes will have to become more and more
anticipative and participative; to ensure the transition from the specialist to the adaptable generalist; to focus on
innovative learning; to ensure the autonomy of the individual (as a key element to personal fulfilment) and its
organic integration in the society (as a key element of human relations).
2. Organizations in the context of knowledge management development
Once inside the new world of constantly changing organizations, we have to cope with it.
The following questions arise: to what extent are we prepared to work in borderless organizations, without
knowing or understanding what is inside them? Are we sufficiently prepared to give up identification with an
organization? How will we meet the needs for affiliation and association, if we are “co-workers” with people we
do not see or with whom we communicate only through the Internet in a virtual space? Can we establish
trustworthy relationships with such people?
Virtual organizations are growing rapidly and, thanks to the information and communication means used, to the
knowledge involved and the products and services offered, they achieve performance and have a competitive
advantage on the market.
It is generally accepted that general success in organization management process does not depend only on those
in top positions, but also on the existence of an environment oriented towards knowledge production inside these
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organizations, characterized by talent and motivation to create new ideas, to help good ideas spread, progress and
be turned into products and services in the benefit of a certain human community.
Each organization holds a variety of knowledge transposed into practices, methodologies, documentation and
individual experiences of the employees, which can contribute significantly to its success if they are used
effectively. Consultancy programs contribute to the discovery, codification, storage, increase and distribution of
knowledge within the organization. A key role is assigned to “knowledge hubs”, i.e. those persons who “know
somebody who knows”. These people represent in fact an organization's true knowledge architecture and,
formally or less formally, they are able to ensure its essential operation for knowledge management, helping it to
judiciously use values and to capitalize on the investment.
Therefore, the organizations that want to become more competitive are required to implement appropriate
solutions in managing the knowledge they have. These solutions can be related to integrated databases which
enable users to access, search, collaborate, analyse and evaluate the structured (explicit) and the unstructured
(default) content of activities.
Knowledge-based organizations emphasize not only a new phenomenology, but they also induce a different view
on how to conceive and practice management. In relation to the specific nature of non-hierarchical
organizational configurations, new types of actors and roles appear, and the typology of management practices
changes radically. Professionals’ tasks in knowledge-based organizations include, among others: the
development of methods and systems for structuring and accessing knowledge, as well as its storage and
distribution. Activities related to the production of knowledge (innovation), its dissemination (communication)
or its acquisition (learning) do not lend themselves to authoritarian ruling, nor to a strictly hierarchical and
exhaustive control; their subtle nature help mitigate the distinction between the formal and informal sides, and
the official control (now inoperative) gives way to self-control. The act of managing focuses on problems related
to the development of strategic vision and to the coordination of competent actors who are self-responsible,
including in terms of decision making.
The manager is now conceptually rather than administratively responsible; the range of roles is enriched with
roles such as: facilitator, mentor, moderator and promoter. The exercise of these roles requires the stakeholders
to have managerial skills, particularly strategic thinking, interpersonal connecting, project management and
change management abilities. In addition, the specificity of knowledge-based organizations leads to the
emergence of managerial roles such as: “chief knowledge officer” or “chief information officer”, project
managers for skill development, organizational learning etc.
In conclusion: for most organizations, the ability to create a sustainable future is directly proportional to how
intellectual abilities of their employees are encouraged and developed. In their operation, organizations build
representations of their own state of knowledge; they are faced with the challenge of finding ways to use what
they know, but also with the paradoxical finding that they are not always aware of what they know or do not
know.
3.

The university - knowledge-based organization

The existence of organizations where tacit and explicit knowledge is stored (academies, universities and research
centres) ensures the development of a certain human community and a certain level of development of a society.
Higher education is a major public service offered to society through a national system of institutions with
different profiles. It has a significant impact on the personal development of a large number of people, giving
them the chance of a greater personal autonomy, of an increased social mobility, of an occupational and
international mobility, of higher income and an increased empowerment.
Inside the university, new knowledge is produced and, by analytical criticism, scientific theories are evaluated
and, sometimes, changed. The university has an important training mission, which is to provide strategic
orientation towards the future. The acquisition of knowledge has both an individual dimension and a collective
one. A significant proportion of the knowledge existing in the organization is stored in the individual memory,
experience, talents, skills of each employee. The actual creation, acquisition and development of knowledge
within an organization have become the main source of the competitive advantage. Organizations that use their
knowledge as a source of competitive advantage are called “learning organizations”. Peter Senge (1990) believes
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that learning organizations are places “where people continually expand their capacity to create the results they
truly desire, where new and expansive patterns of thinking are nurtured, where collective aspiration is set free,
and where people are continually learning to see the whole together”. Learning organizations must absolutely:
prove they have a strategic vision; continually expand their capacity for creativity and innovation; intrinsically
motivate learning within the organization; see learning both as an acquisition of new knowledge and an
improvement of the existing knowledge; consider both intellectual (thinking) dimensions of learning and the
practical ones (doing something). A knowledge-based organization may stimulate a new entrepreneurial spirit
and motivate top managers to be interested in transforming the organization so that it becomes able to capture,
apply and develop value as a result of implementing advanced technologies.
4. Barriers to knowledge dissemination
Individual knowledge does not necessarily or exclusively relate to intellectual knowledge, but is rather personal,
intimate, related to people's own life experiences or, as Simon H.A.(1964) would say, related to the “vocabulary
of models” developed along the personal life history. The more valued the role of knowledge is in the success of
modern organizations, the more important and relevant becomes the interest to discover and keep talented people,
whose skills are transformed from mere workforce into producers and owners of non-material values and goods.
Although the employees’ own skills represent the cornerstone for developing the knowledge base of a
corporation, the success of many projects and activities will depend largely on the ability to combine different
components of knowledge, as well as different skills, abilities and talents of persons possessing knowledge.
Moreover, some authors argue that the concept of organizational learning itself derives from the fact that an
organization's ability to solve problems and to act as a whole can not be explained only in terms of individual
abilities of its members. The problem-solving potential of an organization depends largely on the collective
components of the knowledge base (Probst and Buchel, 1997). Collective knowledge does not result from the
mere sum of the knowledge held by individuals, but is rather related to the networks of relationships that are
established between people, to the rules, norms and values shared by them. From this perspective, collective
knowledge, that is the mix or combination of skills and talents of all employees of a company or corporation,
may be regarded as essential components of its intellectual capital, but also as benchmarks for the organization's
culture. The organization itself, as well as its management, may not be fully aware of the significance of the
interaction between these components of collective knowledge. For instance, some managers may find extremely
difficult the task of explaining to groups or individuals outside the organization what its collective skills or
collective knowledge generation mechanisms are. Not only the collective knowledge, but also the individual one
is often difficult to identify and specify. Of course, any person entering an organization comes with a base of
knowledge, skills, experience, insights etc. Unfortunately, the organization is not always able to discover all the
skills of a person. The intangible and inexplicit nature of knowledge, as well as the fact that it is largely acquired
through experience or through hardly noticeable mechanisms, emphasizes the role of an organization’s culture in
its promotion and development. Organizations having a learning-oriented culture are those that succeed in
developing mechanisms useful not only to identify individual skills and collective competences, but also to
explicitly encourage knowledge sharing, distribution and development. We can not ignore the fact that, even in
an organization in a knowledge-based economy, there are certain barriers to information and knowledge sharing,
dissemination being difficult and sometimes impeded for well known reasons. Individual barriers are of two
types: those that affect the ability to share and distribute knowledge and those expressing the unwillingness to do
so. If, in the first case, we are referring to different people's abilities to share, communicate or transmit their own
experience, knowledge or expertise, in the second case, it is more about motivations either related to the pride of
expertise holders to maintain their “ownership right” or to the fear that, by transmitting their knowledge to other
people, their position in the organization might be jeopardized. People are afraid of losing their importance,
indispensability and value inside the organization. The essence is: make yourself indispensable! As shown by
experience, it is impossible to try to prove the opposite in words. Therefore, we need a different approach. Thus,
the organization itself is the space where organizational policies, the struggle for influence and possession of
power are manifested. Each employee wants to be recognized as indispensable for the organization whose
member he/she is. The managers in competitive organizations consider that their employees become more
interested in activities that challenge them to express their creativity and resourcefulness and that are very
rewarding. Such persons show less interest in a particular socio-professional status or in owing certain titles of
social importance. The learning process acquires new dimensions, in the sense that the focus on learning and
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innovation is no longer a feature of a small group of people and that various forms of training are used:
employees learning how to learn; rotation of staff in positions in their specialty areas and also in other areas;
working in “intervention teams” (task force); participation in practical workshops, regular meetings for reflection,
meetings to stimulate creativity; conducting specialized training courses and study visits; individual continuous
learning based on updated programs etc. By their nature, knowledge-based organizations involve the
management of collective skills as sources of systemic viability. In the most general terms, skills designate what
an organization knows and is able to do with respect to its own goals and in specific environmental conditions,
based on systemically articulated and strategically mobilized skills. It is very important to note the following
aspect: once knowledge is encoded, access to its forms should be free for those who really need it. As for the key
skills of organizations, it should be stressed that they are a source of competitive advantage, because they are
unique and difficult to imitate by competitors and expensive to create. Capacity building required to meet the
development needs of an organization involves a number of conditions that have to be met: dedicated people, the
existence of adequate tools for applying knowledge-based management, the decision to initiate the process of
creation, dissemination, assimilation, to be applied in accordance with the organization's strategy. The
organization that does not learn and does not make use efficiently of its intellectual resources can not handle
knowledge-based competition, which is more and more present in the current economic landscape, and its
survival will be threatened.
5. Conclusions
When asked “how can we achieve an organizational culture favourable to dissemination of knowledge?”, we
might consider encouraging people to learn and take individual risk (by supporting the ones who fail in their
attempts), but also the dissolution of formal organizational barriers and nurturing a competitive environment.
Companies focused on innovation and knowledge build this environment where people (through interaction) can
learn from each other and share knowledge. It's already a proven fact that “we don’t get extraordinary things
done by working alone with no support, encouragement, expressions of confidence or help from others. That’s
not how we make the best decisions, get the best grades, run faster, achieve the highest levels of sales, invent
breakthrough products or live longer.”(Kouzes and Posner, 2000).
Dissemination of knowledge within the organization can be achieved by various means, following certain rules
and procedures, using technological solutions or organizational methods. We agree with the view expressed by
professor H. Dragomirescu (2001), according to which, as a rule, the regime of (free access) public intellectual
good - which takes form of information content for virtual communities - must be applied selectively as follows:
 by making new concepts and solutions available on dedicated portals or websites, virtual publication archives
and libraries of trial or experimental software;
 by maintaining virtual dictionaries designed to unify the field specific language;
 by creating forums, discussion lists on the Internet and personal pages of those involved in the field
development;
 by authorising educational (including virtual) programs for the development of skills necessary for
knowledge-based management;
 by developing international partnerships and projects for concerting the actions of different centres interested
in innovation and organizational learning.
A positive aspect worth noting is that knowledge-based organizations show interest for a different kind of
strategic priorities, by promoting a different vision about how to design and practice management. An efficient
management of tacit and formal knowledge often contributes decisively to ensuring the competitiveness of the
organization; this is possible when we consider the organization as being involved in lifelong learning processes.
Top companies “guide brain power towards the research of new and significant ideas; they build on the
foundation of the knowledge existing in the organization and in partner network, but they also encourage people
to go beyond the knowledge acquired to create new ideas, by twisting and shaking their thinking kaleidoscopes”.
(Kanter,2000). The whole system of knowledge generation, development, sharing, dissemination and application
existing in organizations is influenced by the employees' values, principles, skills, ideologies and by the existing
organizational culture.
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Abstract. Regional smart specialization promoted by the European Commission encourages the identification and
prioritization of economic activities that have high growth potential. This process involves a decentralized bottom-up
approach based on the human capital endowment, entrepreneurial discovery and the achievement of a critical mass
in innovation. This paper aims to identify the labor specialization profile at NUTS3 (county) level and its correlation
with economic regional development in Romania. The regional specialization pattern of employment is illustrated
using the location quotient. We show that this pattern is a result of regional labor force concentration, calculated
using Hirschman -Herfindahl index for the period 1992-2012. Findings show a clear connection between sectoral
specialization and the level and growth rates of GDP per capita. The intensity of the structural changes in sectoral
employment are shown to be weakly correlated with the regional GDP. Smart specialization can shape regional
development through local entrepreneurship, even in less developed areas, if it is based on the regional capital and
previous experience of the employed population.
Keywords: smart regional specialization, specialization strategy, employment profile, development disparities, structural
changes.
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1. Introduction
The Knowledge for growth expert group of the EU concluded in 2009 that the productivity gap between Europe
and the U.S. is due to low specialization and low capacity of regions to prioritize efforts and resources at
regional level (European Commission, 2009). The group suggested that policy makers, especially at the regional
level, should promote investment in domains that are complementary to existing activities, aiming to create
added value and comparative advantages. The new concept called smart specialization has gained importance
and was soon included in the Europe 2020 strategy. Moreover, the establishment of research and innovation
strategies for smart specialization (RIS3) is an ex-ante conditionality for structural funds under the Cohesion
Policy 2014-2020.
According to the European Commission strategic intelligence is needed to identify the high value-added
activities which offer the best chance of strengthening a region’s competitiveness (European Commission, 2010).
The large differences in regional innovative performance require custom policies for each region. In this respect,
some authors (Camagni and Capello, 2011) use the term territorial capital to show that each region has a
specific capital, different from that of other regions. Territorial capital makes some activities more profitable
over others because they are more adapted to that specific area and use the regional assets and potential more
effectively. This approach is more consistent with the literature that supports the theory of economies of scale in
research and innovation. Also, without being specialized in a particular domain, a region cannot reach that
critical mass in research, development and innovation where investment in innovation becomes really productive
and efficient (ESPON, 2012).
Creating a strategy involves prioritizing, which is not the product of central planning but the result of an
interactive process in which the private sector discovers information about new, profitable activities. Public
authorities assess the potential of these new activities and empower those actors who are able to fructify this
potential (Rodrik, 2004). The new prioritization through entrepreneurial discovery has a decentralized bottom-up
approach, starting from entrepreneurs. New activities are constructed starting from an existing set of capabilities
while pursuing a complementarity between a general purpose technology and a traditional sector. A good
strategy for smart specialisation doesn’t have the power to transform a region lagging behind into a top region,
but it can turn it into a dynamic region that leverages knowledge produced in other regions and starts developing
its own innovation system.
An important step in the formulation of smart specialisation strategies involves analyzing the level of
development of the regions and the potential of the territorial capital. On this basis later it could be identified the
high value activities that have the best chances to increase the region's competitiveness.
This paper aims to assess the competitive position of regions in Romania in terms of employment specialisation and
how it is linked with the dynamics of regional GDP. The findings try to advocate the need for smart specialisation
strategies while also offering information which could be used in the process of selecting the strategies.
2. Methodology
The empirical analysis starts by assessing the employment specialisation using the location quotient (LQ). This
approach consists in comparing the share of employment in a sector k (agriculture, industry, constructions and
services) at NUTS3 level with the national average share for each sector.

LQk  ( xki / xi ) /( X k / X )

(1)

where:
xki = employment in sector k in the county i;
xi= total employment in the county i;
Xk= employment in the sector k in the national economy;
X = total employment in the national economy.
If the location quotient for a specific sector in a specific county is greater than 1.0 then that county is more
specialized in that specific sector.
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In the second stage the Hirschman-Herfindahl index (HH-index) is computed in order to evaluate the
concentration process of employment by sector in Romania. The index is calculated using the formula:

HH k 
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where:
k = economic sector (agriculture, industry, construction, trade);
xi = employment in sector k in county i;
n = total number of counties.
Using the HH index we can illustrate the evolution of territorial concentration of employment in agriculture,
industry, construction and trade. The maximum value of the index (1.00) is reached if all employment in a given
sector is concentrated in one county. The minimum value tends to zero (depending also on the number of
statistical observations) and is reached when the employed population in a sector is equally distributed between
regions. Thus this indicator illustrates, to some extent, increased or decreased specialisation of counties in one of
the economic sectors listed above.
In the third phase we check the correlation between the intensity of structural changes of employment and the
GDP growth at the county level.
The intensity of structural changes in the county i is calculated using the formula:
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where:
k = economic sector (agriculture, industry, construction, services);
shk= share of population employed in sector k in total employment in county i;
t1 = year 2000;
t2 = year 2011.
The data used are from the National Institute of Statistics (NIS). The maps were made with the program ArcGIS
ArcMap.
3. Disparities in regional development in Romania
In Romania, in the interwar period the country's industrial activity was concentrated mainly in the central and
western part. Afterwards, regions followed different paths: some of the developed areas declined while others
have continued to develop. The massive investments in less favored counties in the communist period partially
changed the economic geography, significantly improving the situation of counties like Gorj, Dolj, Constanta,
Arges, Giurgiu. Despite large investments, counties like Botosani, Calarasi, Olt, Teleorman, Mehedinti, Satu
Mare, Salaj, Bistrita-Nasaud remained at a lower stage of development (Bakkand Benedek, 2010).
From economic point of view, counties have evolved differently, strengthening the mosaic structure of the
country. After 1990, during the transition period, gaps increased because already developed counties have
benefited from higher territorial capital which provided more possibilities for growth. Urban areas such as
Bucharest, Cluj Napoca, Timisoara, Sibiu acted as poles of attraction for investment and employment.
Figure 1 shows the GDP per capita at NUTS3 level (counties) in 2011. The interval was divided into quintiles in
order to illustrate an equal number of counties in each division. The evolution of GDP per capita in the period
2000-2011 indicates an increase in polarization. Developed counties had the largest increases in GDP per capita,
while poorer regions had the lowest growth rates. The ratio between the richest area (Bucharest municipality)
and the poorest (Vaslui County) increased from 5:1 in 2000 to 6.2:1 in 2011. Positioning near a performing
region does not guarantee an acceleration of development. Poor counties are located near rich counties and the
GDP gap between neighboring counties may be €5,900 per capita.
These disparities require a strategic management that takes into account the specific characteristics of each
region. A strategy applicable to an advanced county is unlikely to be successfully applied to a less competitive
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one. A strong argument is that the development levels of counties are supported by different structures of the
economy, with different employment rates on economic sectors.
Figure 1. GDP per inhabitant at NUT3 level in 2011*

*Calculated using the average annual exchange rate for 2011 (4.2379 RON/EUR).
Source: NIS, Tempo online.

The distribution of employed population shows significant disparities between counties in the level and sectoral
structure of this indicator. Total employment in the four sectors (agriculture, industry, construction, services)
varied in 2012 between 71,400 persons in Tulcea county and 870,500 persons in Bucharest.
Employment specialization by activity was determined by the location quotient (shown in Figure 2). From a total
of 42 counties, 15 counties have a share of workers in agriculture greater than the national average, with a
location quotient above 1.2. Seven of these 15 counties are the poorest in the country. Counties with the lowest
proportion of the population employed in agriculture have the highest GDP per capita and the highest percentage
of industrial and service sectors. The most developed areas of the country employ over 50% of people in services
(Bucharest-Ilfov, Cluj, Constanta, Brasov) or 25-30% in industry (Sibiu, Gorj, Timis, Arad, Arges, Prahova).
Figure 2. Specialisation of employment by economic activity at NUTS3 level in Romania, 2012

Source: own computation based on data from Romanian Statistical Yearbook 2013, NIS.
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Location quotient illustrates clustering trends of counties specialized in certain sectors. In Transylvania the
population is mainly employed in industry while in the east and south of Romania employment in agriculture is
over-represented compared to the national average. Regional growth poles are surrounded by counties
specialized in industry or services. Constanta is an exception, being surrounded only by counties with population
occupied mainly in agriculture. The development of this county is explained by the presence of the largest
seaport of the country which is also the biggest in the Black Sea.
4. Structural changes of employment and their impact on economic growth
At local and regional level there is a natural specialisation trend in connection to the best possible use of natural,
human and capital resources. However the economic activity is under the decisive influence of other factors such
as the market forces, the institutional and the social framework. In the Romanian economy, marked by the
transition to the market economy and then by the accession to the European Union and more recent by the
economic crisis, the transformations since 1990 show that the market has changed the profile of regions where
certain activities ceased to be profitable. The analysis of the regional employment profile based on the
Hirschman – Herfindahl index (HH-index) reveals concentration trends of the employment by sectors (Figure 3).
Figure 3. Territorial concentration of employment in the main economic sectors in Romania, 1992-2012
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Source: own computations based on Tempo online database, NIS.

In the industrial sector, the decrease of the HH - index of employment from 0.04 to 0.034 indicates a reduction of
the concentration caused by the decline of large companies of the communist period which was not compensated
by the setting up of new industrial parks. In Romania the employment in industry halved between 1992 and
2012. Reductions over 50% were recorded in the counties Galati, Bacau, Neamt, Brasov and Giurgiu. During the
last years however a process of reindustrialization started, while the growing industries are more and more
spatially concentrated.
The construction sector experienced a decline in the ’90s. At national level the employment in this sector
decreased by 42% in the period 1992-1999 and the most affected regions were Bucuresti-Ilfov, Giurgiu, Calarasi
and Vrancea. The economic growth of the following years determined the intensification of this activity mainly
in the counties where it had previously the strongest decline. In Bucuresti-Ilfov the employment in constructions
tripled between 1999 and 2008. In 2005 only, when the boom on the real estate market began, the employment
increased by 41%.
Between 1992 and 2012 the employment in agriculture decreased, accompanied by a small, almost
imperceptible, territorial concentration. In Arad, Gorj, Ialomita, Braila and Calarasi the number of workers in
agriculture declined by 35-40%. The smallest decreases were in Mures, Harghita, Mehedinti and Hunedoara.
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Trade is an activity with a continuous increase during the last 20 years, growing by 56% from 1992 to 2012 at
national level. The development of small and medium sized companies contributed to the absorption of an
important part of released workers from the old industrial companies and had a positive impact on the services
sector. Important factors for the trade development had the foreign investments and the infrastructure
improvement. In all counties the employment in trade increased, but at different rates: in Valcea, Dambovita,
Brasov, Covasna and Alba the increase was over 100%, while in Giurgiu, Calarasi, Tulcea and Ialomita it was
under 15%. The HH-index shows an increase of the concentration of this activity due to the different dynamics.
A research question is whether these changes in employment have contributed to the economic growth/decline.
The intensity of structural changes in employment is calculated using the formula (3) of the methodology. The
correlation between the intensity of structural changes and the GDP growth in the period 2000-2011 is analyzed
using a regression equation. The coefficient of determination R2 shows that only 2.9% of the variation of the
economic growth can be explained by structural changes of employment (Figure 4). This low correlation
indicates that the economy has undergone a structural adjustment, especially with a drastic reduction of excess
employment in agriculture, with little impact on production growth. The growth generating activities are those
that have benefited from capital investment and from a sufficiently large pool of human capital located in more
developed areas.
Figure 4. Intensity of structural changes of employment by sectors and the GDP growth at NUTS3 level, 2000-2011
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The growing divergences at regional level, as well as the specialization trend by economic sectors could be used
as criteria in the process of creating smart specialization strategies, which should enhance the territorial
characteristics and increase the competitiveness of all regions. Of course the specialization strategy needs a more
detailed analysis of the economic and social context, involving the local public administration, academics, local
entrepreneurs and representatives of the civil society (Leydesdorff, 2012).
5. Conclusions
Disparities in regional development in Romania have existed before 1990 and developments in the last
two decades have widened these gaps. This paper confirms that the structure of employment is closely
linked to the counties development level: the highest rates of employment in agriculture are found in the
poorest counties while the most developed counties have the highest rate of employment in services. The
evolution of GDP per capita in the period 2000-2011 indicates an increase in polarization. Developed
counties had the largest increases in GDP per capita, while poorest regions had the lowest.
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Analysis using the location quotient shows a clustering of branches: in Transylvania employment rate is higher
in industry while in the eastern and southern Romania the population employment in agriculture is overrepresented. Trends of concentration of population and employment by sector are illustrated by HirschmanHerfindahl index. Except for the industry, all sectors show an increase in clustering in the last decade.
After 2000 the correlation between structural changes in employment and economic growth is not significant.
The economy has undergone an intensive structural adjustment, with employment in agriculture being drastically
reduced while the one in the services sector increased. This had little impact on production growth as the growth
generating activities are those that have benefited from capital investment and from a sufficiently large pool of
human capital located in more developed areas.
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Abstract. Specialists consider that manager’s leadership style influences the performance of their organization and
contribute to project success. Managing projects in the decentralized educational system requires some new
approaches, different skills, attributes and mix of intellectual, managerial and emotional competences. The purpose
of this paper is to report an investigation regarding the perceived prevalence of authentic leadership behavior in the
decentralized educational system and to analyze the needs of improvement for the integrated project management
success. This research analyzes the institutional leadership and discloses teachers view related to school manager
leadership competences in daily practice. The research used a mixed methods approach and touched upon the
relevance of values in contemporary educational leadership. Our research describes the views of teachers using a
structured questionnaire approach together with constructed conversations with participants. The research involved
68 teachers from five schools. The findings generated from this research suggest that college principals need to
develop their vision, imagination and the ability to foresee the impact of changes. They also need to adopt an
empowering procedure for future project managers within the organization.
Keywords: Leadership; Project management; Education; Project based school management; Questionnaire.
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1. Introduction
Managing projects in the decentralized educational system require new attributes, knowledge and skills of
project managers; so a new leadership style is required to fulfill the requirements of different stakeholders acting
in the educational system. Accordingly, the focus of this paper is on the characteristics of authentic leadership
and how this new leadership style may fit the needs of successful project leaders in the educational system.
As stated in Grace (1994) researches the question of what educational and school leadership could and should be
debate in many contexts. Traditionalists are interested in school leadership and have traditional views about it.
Scholars and critical theorists construct scenarios for alternative forms in witch educational leadership can be
expressed. Different school stakeholders have their construct of what proper school leadership should be. For all
these reasons it is widely recognized that it is necessary to go beyond the study of education management and to
gain understanding of what education leadership is, or might be (Grace, 1994).
School principals exerting an educational leadership are responsible for leading in ways that improve student
outcomes, create the conditions for effective teaching and learning. An educational leader should develop school
as learning communities, should build networks within and beyond the school to enhance learning and
achievement, develop other as leaders.
Our paper presents the results of the survey we have conducted within five public high-schools in Constanta
County. The aim of our research is to provide an analysis of school manager leadership competencies in the
decentralized educational system and to analyze the leadership needs of improvement for integrated project
management success.
In the decentralized educational system, school principal attributes and role are increasing. In the new Education
Law enacted in 2011 the school principal is mentioned 101 times, meanwhile in the old Educational Law enacted
in 1995 is mentioned 32 times. It is obvious for us that school manager competencies and leadership style will
influence management efficiency in every institution, and his initiative and commitment may set the grounds for
new approaches like Project based school management.
2. Leadership for Project based school management success
2.1. Leadership and Project based school management in the decentralized educational system
As the Romanian education moved to decentralization after renewing of the national legislation in 2011, the role
of the principal became more demanding. The new education act in 2011 made the principal’s role even more
explicit. Among the new expectations for principals is a call for them to assume increased personal responsibility
as pedagogical leaders. In conjunction with this, they are expected to comprehend and interpret the national
curriculum guidelines and to provide the necessary leadership for motivating and empowering their teachers.
As mentioned in Merchant et al. (2012) researches, a school principal is expected to play a major role in
financial matters, staffing, and maintaining a professional team, and in leading the change process toward school
reform. (Merchant et al., 2012).
Møller mentioned in his researches that school leaders are increasingly experiencing a work environment in
which contracting, outsourcing, public relations, benchmarking and test scores are taking center stage. Managers
are fighting unpredictability, lots of uncertainty, deregulation and managerial accountability. Standards have
become almost like a mantra for school reformers and increasingly, in many countries, there is a trend toward
developing a culture of performance (Møller, 2012).
International, the leader for an educational institution, as mentioned by Grace (1994) may be a traditional
scholar, an expert professional, an organizational executive, a moral teacher or an educational entrepreneur
(Grace, 1994).
Concerning the particularities of leadership in the 21st century, the study of Lloyd-Walker and Walker (2011)
shows that leadership approaches can be categorized as non-leadership (dereliction of duty through a laissez faire
approach), transactional leadership (where there is a ‘give and take’ between leader and follower) and
transformational leadership (where intrinsic motivation is coaxed or encouraged in some way from followers by
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leaders). This was essentially the model of development of leadership though through the 21st century (LloydWalker and Walker, 2011).
The global crisis determined some changes for the Romanian public sector, therefore also for the educational
system. As mentioned in Androniceanu research (2013) and Ivan (2013) the global crisis determined the
Romanian managers to make important changes. Significant changes are made in the decision-making process
too, because managers take tactical and strategic decisions which integrate a diversity of variables: economic,
cultural and social Androniceanu (2013).
Project manager leadership style is analyzed in a complex manner by authors like Muller and Turner (2007),
Muller and Turner (2009), Lloys-Walker and Walker (2011). In their researches is mentioned that for long time
the project management literature has almost studiously ignored the contribution of project manager, and his or
her competence to the success of the project (Muller and Turner, 2007).
Manager’s vision connected with project development changed in the past years, so as mentioned by Gareis and
Huemann (2010) the development of different types of projects, continuously and simultaneously, lead the
specialists to develop a new type of organization called Project-oriented organization. For those organizations
the managers considers the project a strategic option for the organizational design of the institution (Gareis and
Huemann, 2000).
A project-based organization is an organization, which defines “Management by projects” as an organizational
strategy, applies temporary organizations for the performance of complex processes, manages a project portfolio
of different project types, has specific permanent organizations to provide integrative functions, has an explicit
project management culture, and perceives itself as project-based (Gareis and Huemann, 2000).
Project Based School Management is characterized by the existence of an explicit project management-culture,
i.e. by a set of project management-related values and norms. In the school, the project management is
considered as a process, for which there are specific procedures and a common understanding of the performance
of this process (Gareis and Huemann, 2000).
The Project-based School Management approach uses project portfolio management within the schools in order
to coordinate and successfully complete various complex projects. Since project-based management enables
school managers to achieve more effective resource, time, quality, and risk management in schools, all the
persons involved in the school management should support the management by projects (Pro-school, 2008).
Project based management is arrangement of activities within an organization to achieve its goals. Project based
management promotes distributed and project-specific responsibilities in the organization (Pro-school, 2008).
The need to work simultaneously with an increasing number of projects created the circumstances of a new
management system, by adopting new techniques, using new tolls, organize the activities in a specific way
(Ristea, 2013).
2.2. Study regarding leadership competencies in the decentralized educational system
The data presented in this paper is part of a wider in-progress study concerning the integrated project
management system in the public educational system. The survey has been conducted within five high-schools
from Constanta town and the data has been collected in November 2013. Our research used a mixed method
approach, quantitative data analysis was completed with qualitative data analysis and touched upon the relevance
of values in contemporary educational leadership.
2.2.1. Research methodology
The methodology proposed for this research, is based on the analysis of the specialized literature, relevant for the
field approached, and the results obtained following the application of a questionnaire at five public schools
located in the Constanta town. The schools were chosen considering the implication in international projects and
the curriculum area approach, specifically technological oriented schools.
The objectives of the research are:
O1: To analyze the impact of leadership behavior on project management in the educational sector after the
decentralization process;
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O2: To establish the relationship between project school based management and the leadership competences
among school principal;
Related to the objectives of the research, we established the following hypothesis:
Hypothesis 1: The decentralization of the educational system contributed to leadership competencies
development among schools managers.
Hypothesis 2: Managers leadership competencies are positively influencing the organization of a Project based
school management.
2.2.2. Research sample and instruments
The research involved 5 high schools from Constanta town. In Constanta town there are 8 high schools in the
technological branch. In the Romanian educational system there are 3 main educational branches: theoretical,
vocational and technological. There are some differences among these 3 branches considering curriculum, school
relationship with the local businesses and principal competences. The schools principals in the technological
branches are in many cases engineers, economics therefore there competences are different from the principals
leading the theoretical and vocational schools.
The statistically representative sample size was 4. In order to obtain a 95% confidence interval and a
representativity error of +/- 5% the research will continue for the other 3 high-schools in Constanta town. The
sample includes schools units only from urban area.
Regarding the identification of leadership competences in the development of high schools, the analysis method
consists in the results obtained following the application of a questionnaire simultaneously with the constructed
conversations with participants.
The questionnaire has a set of questions addressing issues related to the competences of school principals. The
respondents were asked to rate the fifteen leadership competencies after Dulewicz and Higgs as instrument to
evaluate the leadership style.
Another category of questions are related to the current status of the decentralized educational system and the
changes connected to this process, whether the decentralization contributed to a new management strategy or
will offer the chance to school managers to increase their personal contribution in the leading process.
The third category of questions is related to the contribution of educational leadership in creating an integrated
project management system in every analyzed institution and the possible contribution of school principal in
transforming the present school management into a project based school management.
2.2.3. Results and analysis
The respondents were asked to rate the competences that characterize their school principals, in the decentralized
educational system. They have declared that the emotional and managerial competencies are higher than
intellectual competencies. The school principal behavior is more oriented towards conscientiousness and
commitment, motivation to obtain clear results, influence and persuasive abilities, self-awareness and control of
personal feelings and less in vision, imagination, strategic perspective and personal judgment before taking a
decision. The survey results are illustrated in Table 1, providing an analysis of leadership competencies among
principals included in the sample.
The respondents were asked to rate the leadership competencies of their principals as high, medium and low. We
used a Likert-type scale to measure the respondents perception considering each statement related to Dulawicz
and Higgs instrument to asses leadership dimension and style. We assigned the following numeric scale: 3 for
high, 2 for medium and 1 for low, and we calculated the average for each competence and the average for each
group. The results are not statistically significant, but allowed us to methodize manager’s competencies in the
researched area. The results are showing that among school principals, the emotional and managerial
competencies are higher than intellectual competencies. The respondents could identify as their managers a
behavior connected with the emotional competencies like conscientiousness and commitment, motivation to
obtain clear results, influence and persuasive abilities, self-awareness and control of personal feelings and less
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intellectual competencies like vision, imagination, strategic perspective and judgement before taking a decision.
Generally medium rated are the managerial competencies, with an average score for the group of 2.17, so school
principals can manage to efficiently organise and coordinate resources, achieve objectives and develop others
competencies.
Table 1. Analysis of principal’s leadership competencies in the decentralized educational system
Leadership competency
Emotional competencies
1
Motivation to obtain clear results and to make an impact
2
Conscientiousness and commitment to a course of action
3
Sensitivity and awareness of others needs and perception
4
Influence and persuasive abilities
5
Self-awareness and control of personal feelings
6
Emotional resilience and abilities in overcoming challenges
7
Intuitiveness regarding incomplete and ambiguous information
Managerial competencies
8
Efficient organisation and coordination of resources
9
Engaging communication tailored for each audience
10
Developing others competencies and coaching
11
Empowering and accountability development for every employee
12
Achieving objectives and determination in implement decisions
Intellectual competencies
13
Strategic perspective and critical analysis of opportunities and threats
14
Vision and imagination related to future events
15
Critical analysis and judgement before taking a decision

Average
2.25
2.26
2.32
2.11
2.25
2.38
2.20
2.25
2.17
2.20
2.30
2.22
1.91
2.20
2.03
2.11
1.88
2.10

Source: Adaptation after the fifteen leadership competencies after Dulewicz and Higgs (2003).

Analyzing the individual competencies, the lower scoring were empowering and accountability development for
every employee, but also vision and imagination related to future events. Empowering employees may improve
performances, job satisfaction, promote innovativeness and personal involvement in the organisation
management. This feature of a school leader should be a key objective on his agenda because it may improve
employee’s initiative, accountability and work motivation.
Also, the respondents evaluated that school principals have low strategic perspective; they need to improve their
abilities in identifying opportunities and threats in their future activity and being aware of a wider range of issues
and its implications.
After rating their principal’s leadership competencies the respondents have appreciate the competencies needed
for an integrated project management system and project success. The answers to each point were given
considering the following scale: 1 (high), 2 (medium), 3 (low) and the results, as average. Table 2 illustrates the
rating of leadership competences needed in the integration of international projects.
Table 2. Leadership competencies for successful integrated project management system
Average
Leadership competences
Rating
Emotional competency
Medium
2.36
Managerial competency
High
2.52
Intellectual competencies
Low
2.42
Source: Adaptation after Muller and Turner (2007).

For the respondents the most important competences for a project management success are the managerial ones,
with an average score of 2.52, representing a good management of resources, engaging communication,
developing, empowering and achieving a result. Medium rated, with an average score of 2.42 are the intellectual
competences like strategic perspective, imagination and vision and critical analysis and judgement. The lowest
rated as leadership competencies necessary for project management success are the emotional competences like
motivation, intuitiveness, self-awareness, conscientiousness, emotional resilience with an average score of 2.36.
Leadership competences in the project management discipline were highly analyzed by J. Rodney Turner, Ralf
Muller and Victor Dulewicz (2009). They studied Intellectual (IQ) competencies, managerial (MQ)
competencies and emotional (EQ) competencies that explain the leadership performance of project managers.
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They have concluded several researcher since 2006 until 2009 and their results showed the need for clear
distinction between leadership performance and follower commitment, and their different expressions in
different managerial roles and industries. They state that their results “support Goleman's (1995) theory that
EQ+IQ=success, and extends it into MQ competences” (Turner, et al. 2009). They found that whereas EQ is
very important to project management and that project managers require a strong MQ and IQ as well (Walker
and Walker, 2011)
The results of current leadership competences, as rated by the respondents, are compared, in table 4, with the
results concerning leadership competencies necessary for project based management success. This comparison
may indicate manager’s needs of improvement for leadership competencies related to project management
success, in the educational system.
The comparison between leadership competences among school principals and leadership competencies required
for the development of an integrated project management system reveals that school managers need to develop
the intellectual competencies, the calculated difference is -0.39 representing -19.26%.
The respondents stated that school managers in order to apply an integrated project management system should
improve their vision and imagination but also managers should more often the empowerment and encourage the
employees to take challenges, to solve problems and develop personal accountability. Achieving objectives and
implement decisions is another point requiring improvement of school manager’s behavior.
On the other side, in respondent’s opinion, school principal’s emotional competencies are highly connected to
the integrated project management competences requirements. In this category some improvements should be
made related to emotional resilience and intuitiveness of school manager.
Table 3. Comparing the leadership style current status and the requirements for integrated project management development
Leadership competency
Emotional competencies
1
Motivation
2
Conscientiousness
3
Sensitivity
4
Influence
5
Self-awareness
6
Emotional resilience
7
Intuitiveness
Managerial competencies
8
Managing resources
9
Engaging communication
10
Developing
11
Empowering
12
Achieving
Intellectual competencies
13
Strategic perspective
14
Vision and imagination
15
Critical analysis and judgement

Difference
-0.11
-0.12
0.00
-0.04
-0.10
0.03
-0.31
-0.22
-0.35
-0.37
+0.06
-0.16
-0.66
-0.63
-0.39
-0.25
-0.68
-0.25

Percentages
-4.84%
-5.19%
0.00%
-2.08%
-4.58%
1.23%
-14.00%
-9.80%
-16.26%
-16.67%
+2.55%
-7.28%
-34.62%
-28.67%
-19.28%
-11.81%
-35.94%
-11.89%

Source: Adaptation after the fifteen leadership competencies after Dulewicz and Higgs (2003).

Considering the managerial competencies, the school principal should improve the managing resources abilities.
As mentioned by the Project Management Institute, for a successful project development, a manager should use
efficiently the amount of available resources and deliver on-time, on-budget results, learning and integration that
organizations need.
Table 4. Integrated Project Management lifecycle by phase
Title
Awakening phase
Implementing phase
Professionalizing phase
Enterprising phase
Integrating phase

Description
- awareness of need of project management
- focus on key projects (PM staffing, PM training)
- widespread Project Management
- connecting the various projects and programs
- unification and focus of all parties on achieving the project goal

Source: Adaptation after Cleland, D.I., Ireland, L.R. (2008)

Respondents answers (%)
38.23%
20.59%
19.12%
8.8%
13.23%
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Related to the presence of an Integrated Project Management system in the researched institutions, the
respondents have elected the phase describing their school current status. Using the phase description, every
respondent evaluated the stage of the integrated project management lifecycle in his institution. 38.23% of the
sample appreciated that the school is in the awakening phase and they are aware of need of project management,
almost 21% of schools are in the implementing phase and are focus on key projects, only about 22% are located
in the superior phases: enterprising and integrating. The results, as provided answers from the sample are
presented in the table 4.
After assessing the existence of an integrated project management system, the respondents stated whether their
institution needs to implement a Project Based School Management or not. Most of them answered that in their
organization this system is necessary, 16 of them stated that the need is not urgent, they have other priorities and
11 of the questioned teachers mentioned that they probably may need to adopt a Project Based School
Management for long term development and to improve teachers and students skills. The answers are presented
in table 5 as percentages proving that the respondents agreed with the .
Table 5. Need analysis of a Project Based School Management
No. of answers
Percentages

Yes
41
60.3

No
16
23.5

Probably
11
16.2

Gareis and Huemann (2000) study shows that Project Based School Management is characterized by the
existence of an explicit project management-culture, i.e. by a set of project management-related values and
norms. In the school, the project management is considered as a process, for which there are specific procedures
and a common understanding of the performance of this process. Also, the PRO school project shows that the
Project-based School Management approach uses project portfolio management within the schools in order to
coordinate and successfully complete various complex projects.
3. Conclusions
In the qualitative study, school teachers, as members in different project teams, told us that school principal
leadership competencies are important in all activities not only in those specific to project development. Some of
them mentioned that after the decentralization process the school manager moved from a non-leadership
behavior characterized by a dereliction of duty to a new leadership style characterized by inspiring employees to
change expectations, perceptions, and motivation to work towards common goal. This new style of leadership
may be categorized by specialists as transformational leadership.
In the qualitative study the respondents stated that are showing that among school principals, the emotional and
managerial competencies are higher than intellectual competencies. The respondents could identify at their
managers a behavior related to the emotional competencies like conscientiousness and commitment, motivation
to obtain clear results, influence and persuasive abilities, self-awareness and control of personal feelings and less
intellectual competencies like vision, imagination or strategic perspective and judgment before taking a decision.
Generally medium rated are the managerial competencies so school principals can manage to efficiently organise
and coordinate resources, achieve objectives and develop others competencies.
Thus we conclude the first hypothesis is supported, after the decentralization process leadership competencies
have improved and school managers are highly involved in the decision making process and in personal and
managerial competencies development.
School managers in order to apply a project based management system should improve their vision and
imagination but also managers should use more often the empowerment and encourage the employees to take
challenges, to solve problems and develop personal accountability. Our results are contrary to some other
researches like the one of Muller and Turner (2007), where they concluded that strategic perspective and vision
are unimportant in project managers. However, our analysis referred to a manager of an integrated project
management system and this position requires strategic perspective and vision more than is necessary for an
individual project manager.
We conclude that the second hypothesis may be supported, the existence of certain leadership competencies may
contribute to create a Project based school management system.
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School managers emotional competencies are highly connected to the integrated project management
competences requirements. In this category some improvements should be made related to emotional resilience
and intuitiveness of school manager.
Considering the managerial competencies, the school principal should improve the managing resources abilities.
As mentioned by the Project Management Institute, for a successful project development, a manager should use
efficiently the amount of available resources and deliver on-time, on-budget results, learning and integration that
organizations need.
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Abstract. This paper addresses distinctive methods of scientific assessment of the impact of a training programme on
the organizational performance, from an applied perspective. The paper demonstrates the fact that we can obtain
valid results with a high degree of accuracy if we use a mix of specific assessment instruments that are an integral
part of established and distinctive valuation models. Tools specific to the Return of Investment model (ROI, 2002)
allow the verification of the obtained results by applying the Kirkpatrick model, which is the first model considered
valid in the field. Thus, two theoretical models that are apparently different may reconfirm in practice similar results,
thus validating each other’s outcomes.
Keywords: training evaluation models, performance, impact measurement, the Kirkpatrick model, simple equation ROI.
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1. Introduction
The aim of this paper is to demonstrate the return of the investment in training by highlighting the connection
between Pharma X organizational performance and the conduction of a specialized sale straining, implemented
in a subsidiary and later extended to the entire organization. The methodology used to measure the impact of
programme assumed the merging of two established theoretical models of assessment, namely Kirkpatrick
(1994)and Return of Investment (Phillips and Stone, 2002),which together have accurately sketched a picture of
measurable and intangible benefits for both the employees and the organization. Furthermore, complementary
application of both models allowed the company management to make an informed decision whether or not to
multiply this programme throughout the organization.
Briefly, the Kirkpatrick model suggests that the training should be evaluated on four levels (Adam and Dabija,
2014, p.2):
1. The participants’ reactions to the programme;
2. learning – meaning the knowledge and the skills acquired by the participants;
3. behaviour at work – after the completion of the programme;
4. results generated by the change in behaviour and their impact on the organization.
„The ROI model (Return of Investment), created and developed by Jack Philips and Ron Stone (2002), brings in
addition to the Kirkpatrick model, a fifth level of evaluation, namely the return of investment. Measuring the
return rate will bring extra value and credibility to the evaluation process, especially for long term programmes
or for those that need multiple resources, being a closer approach to the expectations of the investors or financial
managers” in companies (Adam and Dabija, 2014, p. 11).
We used the following relevant methods and tools for data collection of Pharma X: unstructured interviews with
representatives of the Recruitment and Selection Departments, training and development and other employees
involved in Sales in Dolj County, as well as the application of the two above-mentioned assessment models. The
combination of the two models included: the application of two questionnaires: one, four weeks after the
completion of the programme and the other, six months after, the observation of the daily activity, I solation
strategies of training effects from other influential factors, e.g. the trend analysis of sales results and the trainees’
estimation of the impact, the calculation of total costs and benefits, as well as the application of the ROI formula.
2. Case study: PHARMA X
Pharma X is a private domestic company with over 10 years of experience on the Romanian pharmaceuticals
market. By 2013, it had developed a network of over 120 pharmacies across the country (in 2013 it merged with
another domestic company). Company management is equally concerned about both external and internal
audience (employees at all levels), whose motivation and training are taken care by an entire well-structured
Human Resources Department, coordinated at the central level (its headquarters being in Bucharest). The
branches in the country - pharmacies - are part of the Sales Department, directly subordinated to the Area
Manager. At the same time, 2-3 internal trainers operate in each region, being responsible for the application of
the company’s HRD policy; thus, the Human Resources Department constantly receives feedback on the
proposed programmes, making certain improvements based on local feedback.
The Human Resources Development Department develops and provide straining and coaching sessions for the
professional development of pharmacy staff by organizing the following training sessions:
1. Sessions of approach, communication, inter-relationships, aimed to increase service quality and to provide a
pleasant buying experience for customers.
2. Technical sessions; product, herbal medication and alternative therapy sessions; as well as participation in
courses and conferences on specialized topics that provide Pharma X pharmacists and assistants' professional
acknowledgement.
3. Selling sessions specialized in pharmaceutical sales of employees directly involved in the sales process, to
enable them to acquire all the techniques.
4. Sessions meant to increase teamwork efficiency, with the following components: team management, time
management, communication profiles and roles in the team, transactional analysis, delegation, and prioritization.
The structure of a pharmacy is the following: chief pharmacist, pharmacists, pharmacy assistants, sales
consultant (dermato-cosmetics), billing operator, cleaning personnel.
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3. Methodology

The purpose of the analyzed programme was to facilitate the participants’ acquirement of specialized techniques
in pharmaceutical sales. The training programme was attended by 50employeesinvolved insales, from
8pharmaceutical units, in the Dolj County. The programme started in 2007as a pilot programme, therefore a
particular attention was given to methods of pretest and post-implementation observation. With the approval of
the HR department, we applied some tools provided by the two models (Kirkpatrick and ROI), the
questionnaires detailed below were anonymous and confidential (which may explain the high rate of response,
over 90%), and the data collected was rigorously analyzed, being included in a final evaluation report. By
applying the four phases proposed by the Kirkpatrick evaluation model (four weeks after the training), we
identified indicators for the evaluation of the programme on each of the four levels of the evaluation proposed, as
shown in Table 1.
Table 1. Applying the Kirkpatrick evaluation model in a pharmaceutical organization
Reaction Level

Learning Level

●All the participants were
entirely satisfied with the
training facilities;
●All the participants thought
that the training program
covered the promised
objectives;
● Most of the participants
confirmed that the trainer
encouraged participation and
questions;
● Generally, participants would
like to have more role plays,
during the training

●Most of the participants were
able to state the features and
benefits of the company’s top
selling products (drugs);
● Most of the participants were
able to use clinical studies to
reinforce drugs’ benefits;
●Most of the participants
understood how to quickly bridge
from the opener to the main
topics of the sales meeting;
●Participants demonstrated they
know the difference between fact
questions and priority questions

Behavior level on-the-job application
● Participants described to patients
how the product met a specific, stated
need;
● The participants established good
rapport with the physicians in their
sales calls/meetings;
● Most of the participants planned
their use of visuals in advance of their
appointments or before a promotional
campaign;
●Generally, the participants used
more open questions than closed
questions in their sales face-to-face
discussions with patients

Business results-impact level
● Participants increased sales each
week gradually over a four-week
period;
●Physicians and drugs producers
reported increased satisfaction with
the service received from sales
representatives;
●Participants made more sales and
acquisition calls than in previous
weeks;
●Participants’ bonuses increased
over the prior year

Source: adapted from Silberman, 2006, pp. 317-318.

Using the data obtained from this questionnaire (as shown in table above), we found the strengths of the
programme, and we also discovered the fact that the learning effects benefited both the company, by increased
sales, and the employees, by increased sales bonuses. Nevertheless, the questionnaire did not allow for the
complete quantification of these benefits. Thus, by summarizing these indicators, we obtained a qualitative
evaluation that only partially set the implemented programme's effectiveness and relevance in relation to their
sources invested.
Moreover, taking into consideration the results of a recent empirical study which states that “organizations are
more likely to evaluate trainee reactions and learning, and yet only behavior and results criteria are significantly
related to higher rates of training transfer (Saks and Burke, 2012)”, we emphasized the behavior and results
evaluation levels through specific methods proposed by the authors of the ROI model. Thus, in addition to the
qualitative evaluation (initiated by the Kirkpatrick method), we applied the ROI specific methods in order to find
out what tangible benefits and costs the programme involved, in order to determine to what extent it has proven
profitable for the company. To be able to measure the ROI, we considered that the data collected in the
evaluation should provide more thorough data than that obtained by using the questionnaire inspired by the
Kirkpatrick model. Thus, six months later we used a newly designed questionnaire (Table 2), which included the
following specific questions:
Table 2. Questionnaire designed by using the ROI model
Questions for participants
How much have the sales increased in last four weeks, after the training?
By what percentage did the number of sales promotion of dermatocosmetic products increase, six months after the training?
By what percentage did the number of customer’ loyalty cards increase,
over the prior quarter?

Source: author’s contribution.

Questions for supervisors
By what percentage have the bonuses obtained by the participants
increased, over the same period of the prior year?
How much did the clients’ complaints decrease, 6 months after the
training?
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4. Results and discussions
By collating the 50 participants' answers, we obtained the following data:
 Sales in the weeks following the completion of the course increased on average by 25%;
 The percentage of sales from dermato-cosmetic promotions increased by 10% in the 6 months following the
completion of the course;
 There was a 20% increase in customer loyalty cards, as compared with the previous quarter;
 Complaints decreased by 10%.
 Increasing investment in advertising and public relations during the organized programme (e.g. promotional
products created for patients - children: a mascot, a kids club, a magazine on health, etc.) - internal process;
 The marketing campaign carried out in the same period as the training programme - including customer
loyalty cards - internal process;
 A new plan of bonuses, as a reward system for the results obtained per team, which led to the stimulation of
teamwork and the fostering of internal cohesion, instead of individual competition;
 The Pygmalion effect, whereby participants improve their performance in the targeted field by the
programme, because they know they are observed and expected to comply.
By grouping these factors according to the method proposed by Phillips and Stone (cited source, p.156) and by
estimating the percentage contribution of each factor identified in generating positive effects, we obtained the
following configuration:
Figure 1. The ensemble of the factors contributing to an improvement, after a training programme is conducted

Source: adapted by a method of Phillips and Stone,2002, pp.156-175.

Applying the method of trend analysis - proposed in the ROI model - to our example, we find that the sales trend
projection for the second quarter was exceeded by 10 percent, an increase that can be partially attributed to the
impact of the training programme. The increase in sales was estimated at 20% for the second quarter, and the
real growth registered after the implementation of the program was of 30%, exceeding the expected volume (see
Figure 2).
Figure 2. Trend line of sales figures
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Source: the author’s processed data.
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At the same time, we analyzed an indicator that has implications on the rate of customer loyalty, but is also part
of the annual sales - the number of loyalty cards. Before the programme, it was estimated to increase by 15%,
but the data collected following the implementation of the training programme showed a 20% increase of this
indicator. For the analyzed pharmacies, the annual sales structure is represented as follows: 65% corresponds to
the sale of RX drugs (the medical prescription), 25% to OTC medication (over the counter) - non-prescription,
5% to food supplements and 5% to dermato-cosmetics products.
Figure 3. Trend line analysis of sales figures, reported to real growth registered after the training programme

Source: adapted by a method of Jack, J. Phillips, 2002, pp.161.

Applying the method of estimating the impact by the participants in the training programme, we designed a
survey following the suggestions of the authors who proposed it, a questionnaire that was distributed to each of
the fifty participants. Below there is a questionnaire filled in by one of the participants; it shows results
representative for the entire group surveyed:
Table 3. Estimating the training impact by participants
Factor estimated
Annual sales improvement estimated by the participant per
pharmaceutical unit
Confidence level (as percentage) of the estimated value
Factor for training impact (as percentage of the ensemble of influencing
factors over the performance of sales force)
Total annualized impact of the training program (for the 8 pharmaceutical
units)

Value attributed to factor
240,000 lei
70%, 240,000 lei*0.70=168,000 lei
65%, 168,000lei*0.65 (change caused by program)=109,200 lei
109,200 lei/unit*8units=873,600 lei

Source: adapted by Phillips and Stone, 2002, p. 165.

To find the return of the programme, we performed a complete calculation of its costs. The way to estimate the
costs for the analysed training programme is detailed below. This training programme was carried out with
internal trainers and targeted the 50 employees in eight pharmacies of the same pharmaceutical chain (all in one
city), employees directly involved in the sales process. We considered an average of an employee's gross salary
as 4,000 lei (by calculating the average of a chief pharmacist’s, a pharmacist’s and a pharmacy assistant’s
salaries). Thus, the company’s monthly salary expense for an individual is of 5,120 lei, and a working hour/
person would cost the company about 32 lei. We considered the costs of each of the four stages of a training
programme, including indirect costs, such as the employees' salaries for three days and the work productivity
loss registered in the three days the employees did not work. Total costs are detailed in the table below:
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Table 4. Estimated total costs of a training programme
Current
number
1.

Types of costs

Costs of training needs analysis
Salary costs - local experts involved in the project
Salary costs - employees, to identify participants’ needs
Consumable office supplies
Printing questionnaires, forms, etc.
Subtotal costs of analysis
2.
Course development costs
Salary costs - local experts involved in the project
Necessary materials (CDs, software, books, textbooks)
Printing course materials
Consumable office supplies and other expenses
Subtotal development costs
3.
Delivery costs
Salary costs - employees (participants)
Salary costs - local trainers (instructors)
Productivity loss (only the average sales figure per day/pharmacy was
taken into consideration)
Meals for participants and trainers (coffee breaks, lunch)
Room and facility costs
Educational equipment costs
Other materials and consumables (flip charts, markers, stick notes,
etc.)
Subtotal delivery costs
4.
Assessments Costs
Salary costs - assessment experts
Salary costs - participants (participation in focus-groups, interviews,
questionnaires)
Printing, consumables, expenditure on office equipment
Subtotal programme assessment costs
TOTAL PROGRAMME COSTS

Value
2 people*43lei/hour/person*40hours/person=3,440lei
50 people*1hour/person*32lei/person=1,600 lei
500 lei
400 lei
5,940 lei
2 people*43lei/hour/person*56hours/person=4,816lei
5,000 lei
500 lei
500 lei
10,816 lei
50 people*24 hours/person*32 lei/person=38,400 lei
2*24 hours/person*43 lei/person=2,064 lei
10,000 lei/day*3 days*8 pharmacies=240,000 lei
52 people*3 days*60 lei/day=9,360 lei
1,500 lei
600 lei
300 lei
292,224 lei
2*32 hours/person*43 lei/person=2,752 lei
50 people*2 hour/person*32 lei/person=3,200 lei
600 lei
6,552 lei
315,532 LEI

Source: application following a method proposed by Phillips and Stone, 2002, p. 213.

For the total number of estimated benefits, we shall only take into consideration the average annual turnover
growth by 873,600 lei for the year following the programme implementation in all the pharmaceutical units, due
to the impact of the programme; so, in one year, the company registered net benefits in amount of 558,068 lei.
The estimated monthly increase per pharmaceutical unit was 20,000 lei/month/unit, the increase per year being
1,920,000 lei. Nevertheless, the estimated impact and participants' level of confidence led to considering only an
increase of 873,600 lei. Applying the investment rate of return formula (ROI = (benefits - costs) / costs*100 %),
we obtain the rate of return RI=873,600 lei – 315,532 lei)/315,532 lei *100%= 558,068 lei/315,532 lei*100% =
176%. Practitioners consider that a rate of return below 20% is a very low one, in which case the investment in
training proved unprofitable, and above 100% is an acceptable rate, i.e. when the quantifiable benefits outweigh
the costs. Therefore, the rate obtained (176%) is a high rate of return, especially by corroborating data with the
employees' answers to follow-up questionnaires. Following the Kirkpatrick model, we observed the progress
made by the 50 employees, three months after completing the programme (through interaction and interviews
with both employees and supervisors - internal trainers and Area Manager). Consequently, additional effects of
this specific programme were reported, under the form of intangible benefits that cannot be quantified and
cannot be directly added to the monetary value of benefits, such as: job satisfaction, customer satisfaction,
employees’ increased confidence (over 75 % reported a very high confidence), the implementation of new ideas
(60% of respondents), etc. Another reasons for the very high rates can be considered: the fact that some of the
costs of planning and development phases will be distributed and divided over several training sessions, given
the management's decision to replicate this programme in other regions, as well as the fact that the programme
resumed in the coming years for new employees.
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5. Conclusions
Thus, by combining some evaluation methods specific to complementary models (Kirkpatrick and ROI), for the
training programme considered, there have been registered both a high rate of return of investment and other
intangible benefits for the organization which implemented the training programme. Both quantitative and
intangible data was gathered in the final evaluation report of the training programme, which was sent to
managers, owners and other stakeholders. Furthermore, this data represented an essential factor in the
management's decision to resume the programme for the new employees involved in the sales process and to
multiply it in other regions where the organization operates.
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Abstract. The importance of professional identity seems to be more and more important both for employers and for
employees. The high expectations for a successful carrier motivate a lot of young people to study for becoming
managers. The prestige of this job, the challenges, the relationship with stakeholders, the power and the obtained
rewards are some of the attractions invocated by students. Companies understood that one of the best ways to keep
competent employees involved in their work is to offer them career development opportunities. For this reason, the
interest for developing professional identity became visible and raised a lot of questions and researches. Based on
literature review, this article presents our research concerning the meaning that professional identity has for the
young people. We focused our research on a sample of young people enrolled in The Management Faculty in
Bucharest University of Economic Studies. Information was collected by direct observation, informal discussions and
structured interviews, during April-December 2013. Students in the investigated sample were asked to express their
opinion regarding the role played by internship in the process of developing their professional identity. The research
results could be useful in the curricula design, so that the education system contribute to the construction of this
important dimension of the future manager.
Keywords: professional identity, career, management, education, internship.
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Introduction
Found at the convergence between sociology and psychology, the concept of identity includes the elements that
differentiate the individual from his fellows. We aim to identify the importance that social belonging has in
defining a person and his/her individual contribution.
Professional identity – one of the multiple social identities
Personal identity represents a conflict between the self-assertion and needs and the collective ones; between the
quest for a personal identity and for a collective one; between what differentiates the individual, and the
similarity with the others; between the social visibility and conformism; in short, between the individual and the
group. The relation – often thought as an opposition – between individual and collective, which stands at the
center of the social psychology. Our identities determine with whom we will interact in a knowledge sharing
activity, and our willingness and capacity to engage in boundary interactions.
The interest for the professional identity justifies our attempt to better understand the social identity, defined by
the social roles, and the positions that an individual occupies in a society. Tajfel and Turner (in Blackwell, 1979,
p. 144) express their opinion about the social identity in the following sentences: 1) individuals try to preserve or
to enhance the self-esteem; 2) individuals belong to different social groups or categories that are evaluated in a
positive or negative way and, for this reason, their social identity can be positive or negative; 3) the evaluation of
the own group is determined by comparing its attributes or characteristics with other specific groups.
Starting from these statements, we can derive the following principles: a) individuals try to preserve or obtain a
positive social identity; b) the positive social identity depends on the favorable results of the comparison
between the belonging group and other groups. The belonging group should be perceived as positively different
or distinct from other groups; c) when the social identity is unsatisfactory, the individuals will try to leave the
group they belong to and to enter a better group, and/or to act so that their own group improves.
The social identity comes sometimes in opposition with the personal identity. One of the ways to solve this
opposition is that to reach a trade-off between the social and individual factors in identity. Under certain
circumstances, the stronger the identification with a group is, the more important the inter-individual
differentiation within the group is. The more an individual adheres to the norms of a group, the more he has the
tendency to distinguish himself from the other members of the group, striving to be in compliance with the
norms.
The three dimensions of the social identity: the status, the value and the involvement. (Sarbin and Allen, in
Handbook of Social Psychology, 1968, vol. 1, p. 488) help us consolidate our knowledge and easily make the
connection between this concept and that of professional identity. The professional identity is a key concept in
the human resource management. It is influenced both by the internal and the external environment of the
organization; by the orientations given by family; by the personal capacity to manage the work-life balance.
Multiple situations from the business practice validate the vision according to which it is developed by the
interactions with other persons from the workplace and external to the organization.
The modern society has led to a fundamental development of the professional culture, enhancing the importance
of the job for personal and professional development and for the evolution and for the human balance. People
feel the need to strengthen the self through professional identity, for several reasons: to confirm their value, to
consolidate their status with all the advantages deriving from it, to enjoy the extrinsic but also intrinsic
motivation, and the personal development.
The role of professional identity is different from one person to another, and changes in time. Professional
identity refers to the set of attitudes, beliefs, experiences, ideals and principles that define a person in his or her
professional career. Generally, it determines who people interact with in their professional lives. These
interactions and professional experiences proceed to define one's professional identity. In our research, we have
chosen to explore a key stage for the development of the professional identity, that of the transition from the
status of student to that of employee, when students understand what realistic expectations regarding work they
should have. Our aim was to identify the activities that the university should carry out in order to enhance its
contribution to the success of the insertion of its graduates on the labor market.
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The research regarding the development of the professional identity showed us that this is a delicate and complex
process, with roots in the past (in the family), strongly influenced by the key persons met by the individual in the
stage of professional debut. The opinions expressed by the interviewed students allowed us to better analyze the
type of interaction they developed with the organizational environment, the degree to which they assumed roles
and began building their own professional identity.
The process of building the professional identity for the future managers
The process of building a professional identity has not been clarified yet and the responsibilities are not fully
assumed. As a result, we wanted to research how the things were perceived by those involved in the process,
mainly by those students aiming at becoming successful professionals.
The goal of our research was to find out if the university, through the internship programs, accomplishes the role
it should have in starting the development of students’ professional identity. We wanted to find out if this start is
useful and harmonized with the requirements of a successful professional career. Towards this end, we used
more research methods: direct observation, using our experience of academics who took part in the internship
programs of the university; informal discussions with 70 students enrolled in the Master’s Program of Business
Administration carried out in the Faculty of Management in The Bucharest University of Economic Studies;
structured interviews with 10 of them.
The group of the 70 students was homogeneous in terms of age, faculty graduated and grades. All the members
of the sample had graduated with a bachelor diploma from the same faculty, and they had attended at least one
internship stage. The length of their work experience, and the number of internship stages they attended were
different. In this respect, we identified three categories: 1) students who attended the internship program required
by the bachelor curricula (120 hours, during the second year in the bachelor studies); 2) students who attended
the internship programs required by both bachelor and master studies (240 hours); 3) students who worked part
time or fulltime employees, more hours than the number requested by the university curricula. The decision to
focus the research towards a relatively homogenous group of young people (age, studies, and education) allowed us
to follow better their differentiation that came from the various professional cultures they had been exposed to.
We interviewed ten students who were hired on managerial positions in companies in Romania. They were very
good in the Human Resources module of the master’s program in terms of knowledge and attitude, which we
considered to be important for correct opinion. The interview had 15 open questions and was lasting 45 up to 60
minutes.
The interviewees were invited to answer some open questions that aimed at clarifying the impact that the
internship programs they attended during their studies had on their professional status. They were asked how
they entered the internship program, what they liked and disliked, what they learned, and how the experience
impacted the development of professional identity, and to the career decisions they made later. We present a
brief synthesis of their answers.
 In order to select the companies for the internships, the interviewees used the offers on the university site
(30%), information from classmates (20%), from close persons (40%) or had other initiatives (10%). Their
search for an internship was generated by the university obligations (55%), by the desire to gain experience
(30%), by the desire to earn money (5%) or by other reasons (10%). Candidature involved submitting an
application file (all 10 students) and the participation to the interviews (4 students out of 10).
 Regarding the recruitment process, all the answers revealed that applying for internship was important to
develop self-awareness and self-assertion, as well to find out what companies were expecting from
candidates. Students applying for internship developed skills that were useful in later selection processes. All
interviewees succeeded for the internship they applied for. One of the 10 students was still working in the
field of the internship.
 Regarding the induction process, the answers were not very favorable. With only one exception, induction
was considered improperly conducted, failing to allow students to get a general view on the organization, and
consisting only in the relation with the HR representative, with the manager of the department where the
internship was conducted, and with the employees in close proximity.
 Regarding the assigned tasks and roles, in most cases they were simple routine tasks: archiving, site updating,
managing the company newsletter, data processing, participation in organizing events, document check-up.
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In some situations, students were directly involved in projects, in completing surveys, in presentations for
clients.
The relations with management represented for the interviewees a novelty, a real challenge.
On the occasion of the internship, the students examined managers’ work day, necessary personality and
competences. All the interviewees reaffirmed the wish to evolve in career towards the highest possible
management positions. Although they were aware of the difficulties, risks, and costs of having managerial
positions, they felt attracted, interested, motivated, they were not afraid that they might fail. It is right that
most of them (7 students out of 10) said that they did not want to accede to higher managerial positions in the
following 5 years, and that they intended to work on acquiring required competences for such a position.
Regarding the relation students had with managers. This was correct, positive, and stimulating. However, we
noticed that many opinions expressed by the interviewees revealed the need for a better collaboration
between the manager of the department where the stage was carried out, the tutor designated by the company
and the mentor chosen by the university.
Regarding time management, students declared they had to find ways to improve it. The daily volume of
work required was big, so they had to prioritize, and plan activities, to execute some of them simultaneously,
to eliminate interruptions, to manage phone conversations and stress generated by the overload, complexity
or risk.

Conclusions
As we stated at the beginning of the article, in our research, we intended that, besides analyzing the internship
programs, to find out concrete ways for helping students to build an own professional identity, capitalizing
efficiently the opportunities of the internships.
Towards this end, we developed a model that presents the interaction between the factors that contribute to the
development of the professional identity in the university studies - “The System of Professional identity
development”. The factors are teaching, mentoring, experiencing, equally important in the process (Figure 1).
 Teaching means the transfer knowledge needed for building the competences required in the professional
career.
 Mentoring refers to the advice that professors give students, so that they are able to build a connection
between the academic and practical experiences and to reduce the conflicts that occur frequently between
them.
 Experiencing represents the activity performed in a company to complete and confirm the validity of the
academic knowledge through experiences at the workplace, and to test what professional identity is. By
experiencing, students understand what they want to become and what they need to do to achieve their goals:
what practical skills, knowledge and behavior they have to acquire.
Figure 1. The Model of Professional Identity Development

Teaching

Professional
identity

Mentoring

Experiencing

In our view, universities should play an important role in the process of building professional identity. Professors
should teach management as a science and also as an art. Art requires talent, which can be developed through a
succession of professional experiences (such as those offered by complementary disciplines or by the internship
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experience). That is why we believe that internship programs should be better planned, organized, and assessed,
so that university education enhances its contribution to the professional evolution of the Romanian
professionals and managers. A longer mandatory internship period, required by the university curricula would
benefit students that would get competence during the program, universities that would enjoy a higher
employability of their graduates; and companies that would hire people who better fit vacant jobs. Mentorship
programs should become more present and active within the university, aiming at supporting and accelerating
professional development. Mentors should be representatives of the university, namely educators. They should
monitor the internship program, formulate the program objectives, and give constructive feed-back and
counseling, contributing to the improvement of the quality of the internship program. Companies should
become more active and responsible in receiving students, and in organizing useful internship programs, that are
in line with both university curricula and their own needs. Students admitted in internship programs should be
really involved in company activity, under the supervision of professionals that demonstrate talent in the transfer
of good practices. Companies’ representatives should be involved in evaluating students at the end of the
internship program. Academia and business community should have long term partnerships. Business persons
should be invited to be members in the advisory boards of the universities. Businesses should be sponsors and
should have speakers in student conferences, in workshops, and students’ contests. In such a way, they could
enhance and benefit from students’ creativity, initiative, entrepreneurial spirit, and motivation.
Our research revealed aspects that make us confident that academics and business people will have an incentive
to jointly act for the improvement of the practical component of the university studies, internship being one of
the important elements. Students’ requirements and business community needs and demands create these
incentives. The success in responding to these requirements will create the difference between very good
universities and the marginal ones. The process will be long, however improvements will appear.
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Abstract. This paper analyses the contribution that education brings to the economic growth. The main idea around
this theme brings forward the concept of economic growth and its effects on individuals. At the same time, we
consider that investment in human capital have a significant impact on economic growth of any country. For
Romania, though, the results are less than desirable, which leads to a re-think of strategies involving investment in
human capital, as human capital can be considered to be more important than any natural resource a nation can
have. The interest in obtaining benefits from investments in human capital accumulation is the foundation of any
modern society and economy. By promoting the idea of human capital accumulation, under the incidence of
education, bases on empirical data, economists such as Jamison, Black prove that education has a positive impact on
labor productivity. Furthermore, Schumpeter, Romer, Nelson and others discuss the economic impact of education
using the concept of human capital assimilation, where education, by contributing to the technological progress,
ensures the growth of productivity for all factors of production. An important thing to be noted is the fact that
education is a very controversial subject for specialists across various fields of study, including economists,
politicians and individuals alike. They believe that investment in human resources must lead to an improvement in the
quality and efficiency of the educational systems, by facilitating the access to education systems and professional
training. It must be said that education can only be accomplished with the aid of family, social environment, schools,
churches, cultural institutions, mass media, as well as associative structures. The results point out the fact that
Romania needs to make a sustained effort in order to restore the notion of wide-scale training and professionalizing
of population. The only chance Romania has is a deep and radical change in mentality as far as the role of the elites
in the modern society is concerned; this change must be viewed as a necessity of the 21st century, both from an
individual perspective (individual benefits), as well as from their contribution to economic growth.
Keywords: Education, economic growth, international testing, labor productivity, GDP, investment.
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1. Introduction
Through the use of various academic themes and research results, economic literature presents information
regarding the beginning of the 19th century and explains the massive economic transformations that occurred in
North America and Western Europe. These transformations were mainly due to the industrial revolution and were
based on the reading and writing skills of the population. Documents from that period confirm that, during that
time, most of the men and a third of the women (from the two regions) knew how to read and write. Acquiring
these skills was influenced by people’s desires and was based on changes in the economic environment and the
existence of ever more complex structures that involved the workforce. Thus, the development of education was
based on the development of urban centers, transportation networks, the appearance of new job fields which
required a certain education level. This development occurred due to the economic changes in society.
The end of the first half of the 20th century brought forward the need for reconstruction and remodeling of some
regions of the world (e.g. Western Europe, Japan), which were devastated by World War Two, but some other
underdeveloped regions as well (Africa, Asia). Solving these problems assumed a transfer of capital and
technology, and this transfer required a certain level of education for the population using it. Historically
speaking, owning a higher level of population education required an increase in investment in education.
Therefore, the period mentioned above does not stand up through legislative decision that led to increased
investment in education. This aspect only exists as a result of a lack of information given to institutions that had
the power to make decisions regarding the role and contribution of education for the economic growth and
finally, the quality of life.
Based on this idea, a series of research was conducted, which led to several hypotheses regarding the importance of
education for the economy. Thus, C.A. Anderson and M.J. Bowman (1963) consider that areas where the alphabet
is being taught, primary education has a greater influence on the level of economic development than secondary or
higher education. This hypothesis proved to be wrong (because it was proven that primary education levels provide
too little and too broad information). Economic growth occurs as a result of investment in both secondary and
higher education. Research in this direction continued with a new way of analyzing the education – economic
growth relationship, a way which was based on a cost – return analysis and on profitability rates. The results of
these analyses, which were first published by G. Psacharopoulos in two major studies (1973 and 1981), highlighted
that the development of education is necessary from the primary level and that there needs to be more caution as far
as secondary and higher education is concerned, since the cost of the latter are greater. This warning is aimed at the
danger that can appear as a result of a massive financial assistance given to higher education, where individual
profitability rates may be high, but social benefits may be unsure (e.g. people with higher education fleeing the
country). The situation mentioned above applies to both developed and less-developed countries.
2. The contribution of education to economic growth
Deciphering the meaning of education and its contribution to economic development has been a constant
preoccupation for economists along time. They started with Adam Smith’s (18th century) statement: “a country is
wealthy if it has wealthy individuals”, which can be replaced with “a country is wealthy if it has educated
individuals”. A continuity of these ideas can also be found in J.S. Mill, A. Marshall, G. Stigler, G. Becker etc. –
economists which have shown in time that there is a close relationship between the development level of a nation
and its education (Badea, 2012, pp. 1-2). Still, economic literature hasn’t clearly stated the ways in which school
has an influence on individuals and makes them more productive and hasn’t studied those effects long enough
either; effect which have a direct contribution to economic development and are hard to quantify.
Therefore, research to point out the way in which schools influence individuals and make them more productive
have been conducted since the 1970’s by: D.C. McClelland and D.G. Winter (1969), A. Inkeles and D.B.
Holsinger (1974). Their studies have showed that education influences changes in the attitude of individuals and
has major effects on their development. At the same time, they underlined the importance of education for the
need to improve (McClelland, 1969), modernize (Inkeles, 1974), and to convert attitudes from “traditional” to
“modern”. As a follow-up of our analysis we see that the theories which prove that we can look at education as a
factor for economic growth become more and more important. Again, we need to mention Lee Kim (2009),
Keller (2006), Kwabena (2006), Petrakis Stamakis (2002), Krueger Lindahl (2001), Makiw et al. (1992) etc.
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So, the interest in this subject brings forward G. Bertocchi and M. Spagat (1998) and their research that proved
that secondary education is positively related to the increase in GDP in poor countries. In the same context, E.A.
Hanushek and DD. Kinko (2000) found that the overall international testing results for mathematics, sciences
and reading act as indicators of the quality of the workforce, and these results are (strongly) positively related
with economic growth (E.A. Hanushek and D.D. Kinko, 2000). The authenticity of these results comes from
correlating international testing results and macroeconomic indicators – GDP per capita and investment in R&D.
Research has been conducted on 12 countries, which were divided into two groups, depending on the socioeconomic development environment (Table 1).
Table 1. PISA testing results, per capita GDP, investment in R&D, the year of 2009
Country

International testing result (PISSA)
mathematics
sciences
reading

OECD Countries
Finland
541
554
Australia
514
527
Germany
513
520
Great Britain
492
514
USA
487
502
Italy
483
489
Former socialist countries, currently members of the EU
Slovenia
497
490
Hungary
490
503
Poland
495
508
Lithuania
477
491
Bulgaria
428
439
Romania
427
428

Per capita GDP (US dollars)

R&D investment (as % of GDP)

536
515
497
494
500
486

44890
42101
40275
35129
45192
35073

3,96
2,35
2,82
1,87
2,8
1,27

477
494
500
468
429
424

24051
12635
11294
11034
6403
7500

1,86
1,15
0,68
0,84
0,53
0,48

The results prove that there is a positive correlation between macroeconomic indicators and PISA results, while
the national economic potential is overwhelmed by the quality of formal education. Equally, we can see the
contribution of cognitive competencies formed in the education system to the development, adapting and
implementing of new technologies. The correlation between PISA results and the rate of investment in R&D
prove that high PISA results can be associated with high investment rates in R&D. Results concerning the
increase of GDP, as PISA results increase, can be explained using labor productivity, which resulted from the
skills formed in the education system.
Figure 1. Correlation between average PISA results with labor productivity, 2009
(12 pt.)

Source: worked according to World Bank’s database http://www.worldbank.org, http://www.databank.org, PISA
www.oecd.org/pisa, EPO http://www.epo.org

The positive correlation between the two indicators (Figure 1) suggests the existence of some transmission ways
for cognitive competencies, formed by education, on the aggregate activity of labor, and even if the correlation
coefficient is average (r = 0,41), we have a main transmission channel that crosses the innovation activity.
Statistical data prove that there is a positive correlation between PISA testing results and the innovational
activity’s performance. (Appendix 1)
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Our research pointed out that high PISA testing results are also associated with a large number of patenting
requests filled, per million individuals, which will influence labor productivity at a national level (Appendix 2).
In this situation, to outline the given dependencies, we correlated these results with labor productivity through
the number of patenting requests filled in the field of high end technologies (HT).
Figure 2. The impact of education on labor productivity through international activity results
a. PISA results – technology patenting requests (HT) b. Technology patenting requests (HT) – labor productivity

Source: worked according to World Bank’s database http://www.worldbank.org
http://www.databank.org, PISA www.oecd.org/pisa , EPO http://www.epo.org

Figure 2 shows the high number of technology patenting requests in the field of high end technologies, which
will ensure a growth of labor productivity at a rate estimated at 22.5%. Therefore, many studies have shown that
“the number of researchers per capita” and “science and technical publications per capita” are real indicators
which approve the quality of the workforce and support economic growth (Tsai et al. 2010).
The reality of the 1990’s are becoming history, since the significant influence of the – secondary education –
variable on economic growth begins to fade and lose ground to the – higher education – variable. This emerges
from studies conducted by economists Stephan (1997), Chatterji (1998), Kwabena et al. (2006). They stress out
the importance of higher education in the formation of human capital and economic growth.
Research conducted by Richard H.M. (2006) fall into the same register. He proved that there is a higher economic
growth in countries where the higher education system is better developed. We conclude by saying that part of the
economists that are interested in the subject analyzed the connection between the different specializations offered
by higher education and economic growth. The results put technical education and the positive effect it has on
economies on the first place. The observations regarding the effects of higher education on economic growth
consolidate the idea that it can lead to an increase in national competition, but also individual competition. At the
same time, it has the ability to help increase the quality of life for the entire community, since it is an essential
premises for both an increase in individual income and for finding and maintaining a job.
3. Conclusions
The conclusions that can be made from the above paper point out the fact that education is indispensably linked
to wellbeing and economic growth. In sustaining or fighting against the concept of economic growth there are
arguments from skeptics and optimists alike; an overview on the evolution of societies shows that, through its
presence, economic growth does not only bring advantages, but also disadvantages, materialized in reducing
leisure time when we work more, exhausting limited natural resources as the world’s population grows, as well
as the decay of the environment. In this context, we underline the fact that wealthy societies have the necessary
means to prevent or even eliminate the side effects of economic growth.
In these conditions, I believe that the remarkable results on individuals, economies and societies associate
economic growth with wellbeing and happiness.
Finally I consider that studies made on countries that have different stages of development show the major
importance of strategies of investment in human capital for the economic growth of any country. The empirical
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results of analysis and statistics confirmed the links between the health of human capital and the economic
development of a country, as well as between investment in education and rapid economic growth for that country.
To conclude, the results confirm that education prepares the younger generation for the demands of tomorrow’s
society, improves the chances for an efficient entrance in the workforce, diminish the probability of future
unemployment etc. in other words, it represents an intrinsic indicator of the professional system of any society.
We are talking about an educational social environment, in which every individual must be, directly or indirectly
involved in the education act, for the purpose of improving his/her possibilities of getting a better qualification.
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Appendix 1
Correlation between PISA testing results and labour productivity
Country

PISA testing results
1964-2000
531
512
495
490
487
482
475
460
456

Japan
Finland
Great Britain
USA
Germany
Spain
Italy
Greece
Portugal

2000-2009
536
541,5
514
497
498,5
485
480
467
475

National labor productivity ( $ 2000)
2000
2009
40003
43132
44949
48871
47168
50718
58622
65848
40847
41760
38910
40899
47247
44232
30053
35311
28572
30179

Source: worked based on World Banks’ database http://www.worldbank.org, http://www.databank.org,
PISA www.oecd.org/pisa, EPO http://www.epo.org

Appendix 2
Correlation between PISA testing results and the number of patenting requests filled
Country

PISA testing results

Japan
Finland
Great Britain
USA
Germany
Spain
Italy
Greece
Portugal

1964-2000
531
512
495
490
487
482
475
460
456

2000-2009
536
541,5
514
497
498,5
485
480
467
475

Researchers per million
(per million individuals)
2000
2009
5151
5189
6736
7647
2897
3947
4579
4673
3131
3780
1903
2932
1160
1690
1348
1849
1619
4308

Patenting requests
(per million individuals)
2000
2009
3001
2307
477,6
234,4
355,6
257,8
523
714
632,5
585
58,8
78,2
131,2
146,9
27,8
63,45
7,3
51,9

Source: worked based on World Banks’ database http://www.databank.worldbank.org,
PISA www.oecd.org/pisa, EPO http://www.epo.org

EPO patenting requests
(per million individuals), 2009
Rotal
HT
147
42,7
217,7
19,7
76,5
8,6
95,6
26,2
265,6
19,5
31,6
2,5
73,3
4,3
6,7
0,6
10,2
0,8
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Abstract. The most important dimension of adult education is represented by the vocational training, because the
dominant component of the social status of adults is related to the work and profession or the activity they practice.
The job market, in a continuing evolution and transformation, requires more and more complex professional
competences, which allow the individuals to change their jobs or to advance in their career. The education theorists
were interested along time especially in the mechanisms for child education in the formal education system, the
major efforts focusing on assuring the quality of child education and training.
It was considered, for a long period of time, that, once the initial education is completed, the young adult need not
learn anymore, or, that, becoming an adult, they know how to do it and they need not any support. These arguments
unfairly maintained the adult education overshadowed, but, in the last 30-40 years, the social dynamics, the
informational explosion, the scientific and technological breakthroughs have determined changes concerning the
participation of adults in lifelong learning activities. It is catalysed the idea that the continuing learning represents a
real necessity related to the changes that appear in the competence profiles of the professions on the job market.
This study intends to make a short excursion in the evolution of the concept of lifelong vocational education and
training and to analyse the statistic data concerning the participation in the adult vocational training in Romania, in
the period 2004-2012.
Keywords: vocational training, adults, lifelong education, training programs, vocational training providers.
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1. Introduction
The acceptations given to the term adult education were closely related to the socio-political, cultural and
economic context from a period or another. At the beginning, the concept was used in the sense of education of
the masses of people, of enlightenment, as a premise of the economic development (for example education
popular in France, Volksbildung in Germany, popular enlightenment in the Scandinavian zone).
As the education needs are structured in a close relation with the social phenomena registered at the level of
different states, terms and syntagms that tried to connect with these phenomena appear (for example: basic adult
education, illiterate adult education, unemployed adult education etc.).
At the international level two syntagms impose, somehow synonyms, namely: continuing education and adult
education. Thus, the syntagm continuing education is more related to the education for spending free time, for
the development of general education, whereas adult education aims at the development of some competences
related to work and entering into the job market.
One can observe, thus, two distinct directions in trying to define adult education: one that is interested in the
adult as individual and his/her development needs and another that takes into consideration the adaptation to the
new social requirements and the active integration of the individual in the society.
In 1974, on the occasion of the drawing up of the UNESCO Report „Learning to be”, Edgard Faure defines adult
education by relating to the two axes, individual and social. He says that adult education represents a substitution
of the initial education, especially for those who partially benefitted from it and need a second chance to
education, that adult education extends the education of each individual in order to face the increased demands
of the contemporary world, that it polishes the education of those that are at a high level of education and that it
represents a way of personal development and fulfilment. This approach connects the adult education with the
initial, formal education, and integrates it in a larger concept of lifelong education.
The introduction of the concept of lifelong education is considered to be done by Paul Lengrand in 1970, when,
at the UNESCO Conference in Paris, he presents the report „An introduction to lifelong learning”. The
presentation of this report has as effect the constitution by UNESCO of the International Commission for the
Education Development, run by Edgar Faure. The understanding of the content and the actual significance of the
concept of lifelong vocational education and training renders necessary a retrospective of the way passed through
from the Universal Declaration of Human Rights to this day.
2. Excursion into the evolution of the concept of lifelong vocational education and training
In the first stage (1940s-1960s) it insisted upon the eradication of illiteracy worldwide, using the notion of initial
education and acquiring elementary skills of writing, reading and arithmetic for the entire population of school
age. Though the expenses were immense, the results were far from the expected ones.
In the second stage (1960s-1970s) the stress was on the pre-school education and primary education, both
reunited to the notion of basic education, considered fundamental and mandatory. From this moment the idea
according to which the learning process must be extended lifelong appears, the education being the one to found
the continuing and permanent learning, besides the preparation in educational institutions, through courses of
vocational training, organized by various institutions. Now the concept of adult education is required, which gets
two valencies: on one hand, the assurance of the instruction of adults who for different reasons interrupted their
studies in the period of the initial training and who, at the adult age, have the possibility to continue them, and on
the other hand, the necessity to adapt the competences and qualifications of occupied labour force to the new
requirements, especially to those of technological and organizational progress.
In this context, within the second International Conference of Adult Education, Montreal, Canada, 1960, it was
precised that the adult education is not an addition or a supplement, but it is part of the education system. At the
international level it is one of the initial moments when appeared the concept of lifelong vocational education
and training.
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The third stage (1970s up to the present) is noticed through the major stress on the continuing vocational
education and training (CVET). Within the UNESCO Conference from 1972 CVET is talked about as of a
general concept which covers all the educational aspects.
This is how the period of time passed from the Universal Declaration of Human Rights until now marked an
evolution of the content and significance of the concept of lifelong vocational education and training, moving the
stress from the quantitative aspects, related to the eradication of illiteracy, to the qualitative ones, related to the
expansion of the access to education of all individuals, irrespective of age. The new concept appeared as a
solution to be followed as a consequence of the evolution of contemporary society towards a society and an
economy based on knowledge.
The multitude of the domains of action in the adult education couldn’t generate distinctive delimitations, always
existing permanent overlaps and interferences. If the domain of the education related to career and vocational
training caused analysis, reflection and action, the domain of general education of adults, also denominated free
education of adults, was ampler and more difficult to define.
3. Adult vocational training in Romania
The European strategy concerning the occupation of labour force sets the objectives of adult vocational training
which refers to: employability (support given for the development of competences which allow the access to a
job), entrepreneurship (stimulation for the development of personal business), adaptability (acquiring flexibility
in developing new modalities of working), equality concerning the access to employment and equal treatment at
the workplace, between men and women.
Distinct directions of action in the adult vocational training are, thus, outlined:
 Vocational training for the qualification, requalification or specilization, especially in the case of the
unemployed and individuals in the course of becoming unemployed;
 Professional development for those who want to advance in the career and maintaining up to date in the
domain;
 Adult training in order to form and adopt an open attitude towards change.
Defining the concept of adult vocational training knew different approaches. Thus, Adam Fleseriu considers that
vocational training represents „a logic and systematic whole of theoretical knowledge and practical skills
accumulated through vocational training, submitted to the process of permanent expansion and renewal through
perfection of the vocational training, knowledge and abilities necessary to practice a certain profession”, and in
the study „the Human Resources Management”, the authors notice that the vocational training „demands a
systematic process of changing the behaviour, knowledge and motivation of the existing employees in order to
improve the balance between the characteristics of the employee and the requirements of the job”.
The Government Ordinance no 129 from August 31, 2000, concerning the adult vocational training, re-published
in the Official Gazzette, Part. I, No. 110 from February 13, 2014 and Law no. 1 from 2011, The Law on National
Education with the subsequent amendments set that, in Romania, the adult vocational training encompasses the
initial vocational training and the continuing vocational training, organized through other forms than those
specific to the national system of education. These documents define a series of concepts used in the system of
the adult vocational training, thus:
„Adults are those individuals that reached the age when they can make work relationships and can participate in
the vocational training programs.
The initial vocational training of the adults assures the necessary preparation to acquire minimum professional
competences to obtain a job.
The continuing vocational training is subsequent to the initial training and assures the adults either the
development of the professional competences already obtained, or obtaining new competences. The continuing
vocational training represents the most technical component of the adult education, which implies specific
mechanisms and structures, important material resources, and human resources especially prepared for this
domain.”
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The same legislative documents mention that „the adult vocational training is organized distinctly on levels of
education, professions, occupations, trades and specializations, taking into account the needs of the employers,
the basic competences of the adults, the requirements of the positions that they occupy, the possibilities of
promotion or of employment, and the requirements on the job market. The following types of programs can be
carried out: initiation, qualification, specialization, requalification. The vocational training programs may be
organized by the vocational training providers also for: professional competences common to many professions,
key- competences, transversal competences.”
4. Participation in the vocational training of the adults in Romania, in the period 2004-2012
One of the main elements of the National Strategic Reference Framework 2007-2013 – NSRF aimed at the
development of the human resources, through measures of intervention like: development of the counselling and
guiding system in order to participate in the continuing vocational education and training and achieving lifelong
education with a rate of participation in educational programs of 12.5% until 2010 (from 1.5% in 2004).
The enquiry achieved in 2011 on a national sample achieved by the Observer for the Development of Permanent
Learning concerning the participation of employees in the continuing vocational training reflects that Romania
didn’t make significant progresses concerning the participation of adults aged between 25-64 in the lifelong
learning, the value of the indicator registering a slight increase, from 1.3% in 2007 to 1.6% in 2011. Alongside
Bulgaria (1.2%), Romania is on one of the last places among the EU countries at this indicator. Under these
conditions, Romania is still far from the European target for 2020 projected at a weight of 15%. Also, the
enquiry identifies the most important barriers against the participation in the continuing training: limited
financial stimulants for the individual, and for the employer, limited information of the population concerning
the training offers, the lack of flexibility of the existing training offers, the limited access to the system of
recognition and validation of learning gained in informal and non formal contexts.
In this context, the analysis of the statistic data (Table 1) presented within the National Strategy for the adult
vocational training 2014-2020 (draft, July 2, 2013), emphasizes the heterogeneity of the training system in
Romania.
Table 1. Participation in the adult vocational training in Romania in the period 2004-2012
County
code

County

01
02
03
04
05
06
07
08
09
10
11
51
12
13
14
15
16
17
52
18
19
20
21
22
23

Alba
Arad
Argeş
Bacău
Bihor
BistriţaNăsăud
Botoşani
Braşov
Brăila
Buzău
CaraşSeverin
Călăraşi
Cluj
Constanţa
Covasna
Dâmboviţa
Dolj
Galaţi
Giurgiu
Gorj
Harghita
Hunedoara
Ialomiţa
Iaşi
Ilfov

Number of
authorized
programs in the
period 2004-2012
615
342
613
862
394
110
212
931
418
391
296
354
1205
907
185
465
710
719
93
314
328
719
142
1020
198

Number of authorized
vocational training
providers in the
period 2004-2012
114
82
110
135
123
31
54
135
80
74
57
57
231
176
50
86
180
107
34
89
87
123
38
183
73

Number of graduates
who obtained
qualification certificates
in the period 2004-2012
34086
18822
37111
38662
22761
9248
13227
57145
15808
27649
28207
28094
66096
55907
15228
42759
39103
50455
4683
17969
17617
43030
9185
48053
8539

Number of graduates who
obtained certificates of
completion of courses in
the period 2004/2012
18232
17803
38091
61913
16339
4414
24921
48495
18923
16381
10646
5784
45528
58171
6814
16355
40062
27861
2951
12225
11170
28062
4638
64207
8434
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County
code
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

County
Maramureş
Mehedinţi
Mureş
Neamţ
Olt
Prahova
Satu Mare
Sălaj
Sibiu
Suceava
Teleorman
Timiş
Tulcea
Vaslui
Vâlcea
Vrancea
TOTAL 2004-2012
Without Bucharest
Municipal town of
Bucharest
TOTAL 2004-2012

40

Number of
authorized
programs in the
period 2004-2012
630
216
452
480
258
677
215
280
632
230
179
992
241
150
807
242

Number of authorized
vocational training
providers in the
period 2004-2012
105
56
131
101
58
127
67
52
147
73
48
201
62
44
152
42

Number of graduates
who obtained
qualification certificates
in the period 2004-2012
25205
17417
29065
26738
12171
48634
13558
20548
26778
12606
18562
54161
15072
13530
55265
13251

Number of graduates who
obtained certificates of
completion of courses in
the period 2004/2012
19967
9952
22478
21584
15183
42230
11208
9005
31183
9030
16040
53798
8143
8187
34708
8619

19224

3975

1152005

929735

6338
25562

1248
5223

220605
1372610

354338
1284073

Source: National Authority for Qualifications.

One can notice that there are counties in which more than 1000 programs were authorized (Cluj, Iași) and
counties with a very small number of authorized programs, under 100 (Giurgiu, Bistrița Năsăud).
In figure 1 we can notice the distribution of programs at the level of the entire country: between 0 and 200
programs- 6 counties, between 201 and 400 programs- 16 counties, between 401 and 600 programs- 4 counties,
between 601 and 800 programs – 8 counties, between 801 and 1200 programs –5 counties, and more than 1200
programs- 2 counties.
Figure 1. Number of authorized programs in the period 2004- 2012
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Concerning the number of authorized vocational training providers in the analysed period, one can find that in
the counties: Cluj (231 programs), Timiș (201 programs) and Iași (183 programs) an intense activity in the field
of adult vocational training is developing and in the counties: Bistrița Năsăud (31 programs), Giurgiu (34
programs) and Ialomița (38 programs), the adult vocational training is not a priority for the economic operators
in the field (Fig. 2).
Figure 2. Number of vocational training providers in the period 2004- 2012
Number of authorized vocational training providers in the period 2004-2012
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Analysing the situation of the number of graduates who obtained qualification certificates one can say that most
participants are registered in the counties: Cluj, Brașov, Vâlcea and Iași, and the lowest participation is registered
in the counties: Giurgiu, Ilfov, Ialomița and Bistrița Năsăud (Figure 3).
Figure 3. The number of graduates who obtained qualification certificates in the period 2004-2012
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The interest in the initiation, specialization and perfection programs is represented in Figure 4 and reflects that in
the period 2004-2012 the majority of graduates with certificates of completion of courses are registered in the
counties: Iași, Bacău, Constanța.
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Figure 4. Number of graduates who obtained certificates of completion of courses in the period 2004-2012
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The statistical data concerning the municipal town of Bucharest and represented in Figure 5, demonstrates that at
the level of the capital of Romania the activity of adult vocational training is very well developed. One can see
that 1248 training providers were authorized who carried out programs and as a result 220605 individuals
obtained qualification certificates and 354338 individuals obtained certificates of completion of courses. The
results demonstrate that the municipal town of Bucharest polarizes the training activity, because of the large
number of providers and the large range of courses that are offered on the market.

1248

6338

220605
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Figure 5. The training activity in the municipal town of Bucharest
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5. Conclusions
Taking into account the objective assumed through the National Strategy for Durable Development of Romania
Horizons 2013-2020-2030 which proposes that „compared to the number of participants in the vocational
qualification and retraining programs of 187,000 individuals in 2004, in 2015 it must reach a minimum
360,000”, the adult vocational training gains an overwhelming importance. A better articulation of the legislation
in the field and a correct and consistent application of it are necessary, so that, the graduates of the authorized
vocational training programs at the national level gain the necessary competences in order to insert on the job
market of Romania and Europe.
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Abstract. In this article we discuss Big Data as a trend and as a mix technologies and its impact in different areas of
knowledge management where the analysis of large volumes of data is important to gain a competitive advantage.
We present the Hadoop architecture, emphasizing on the distributed file system (HDFS) and the map reduce model
that uses multiple DataNodes to distribute storing and process data at the node level. Also, HDFS, which is not fully
POSIX compliant, offers redundancy by data block replication and writing is done by constructing a pipeline of
nodes, the number depending on the replication level. We show where this approach should be used and where not.
We build a case study that uses map reduce, and which without this approach would be costly to run. We also give a
blueprint of how machine learning algorithms can be used on documents represented in the space vector model and
ways to refine the approach.
Keywords: big data, cloud computing, Hadoop, machine learning, space vector model, k-nn.
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1. Introduction
Since the beginning of the ‘80s, data is mostly stored in a relational format, first transactional data in databases
and later on offline data in data warehouses. This approach was appropriate when data only came from inside the
organizations but, as the internet continued to grow with online shopping, search engines and social networking,
storing and processing data that is less structured with the relational approach became more and more difficult.
Mobile computing and cloud computing also added to the amount of unstructured data that is generated and
improved velocity of the data grow (presently, doubles every 18 months). Still, hard disk performance is still
behind developments of other areas of hardware, moving 1TB of data between SSD takes more than 30 minutes.
This lead to Big Data, term invented by Forrester Research (Celko, 2014) as one of the most recent trend in the
field of advanced database systems, business intelligence and system integration. It can be used by different
organizations from different areas, private or public, to get a competitive edge or to improve people’s lives. We
can consider Big Data as a mix of technologies oriented on data management that enables storing, managing and
manipulating large volumes of data (usually, but not always, terabytes or petabytes of data), when necessary and
at the required speed to get relevant advantages and prompt reactions. This approach removes most of the
restrictions related to storing and processing data.
2. State of the art
In (Mayer-Schönberger and Cukier, 2013) it’s shown how Big Data changed our lives, how is it used by giants
such as Facebook, Google, Amazon or banks to prevent frauds, increase their profits but also to profile its
customers sometimes by questionable methods. Though, the authors conclude that the private sector is behind
governments when it comes to analyzing large volumes of data for things like: defense, national security,
tracking people, crime prevention or budgeting. They propose solutions to limit the risks grant the free will and
prevent the abusive use of personal data.
In (Arvind Sathi, 2012) are shown the main characteristics of big data: large volume of data to be processes,
great processing velocity, and variety of sources and veridicity of the results. Some large data can be stored in
relational databases, others like, documents, dossiers, pictures, movies, click trails, bank or stock transactions,
sensor data, social media data or data stored in medical equipment that are semi-structured or unstructured
requiring other types of storage. In research there can be the problem of lacking processing power to run
sophisticated models and algorithms for images, movies or other scientific data. This can be solved by using a
mix of Big Data and Cloud Computing approaches.
Like shown in (Sunila Gollapudi, 2013), the Big Data universe expanded, different Hadoop and NoSQL
distributions appeared, open source or proprietary. Products and frameworks emerged for processing and
analyzing large volumes of data: Hadoop, Greenplum, Cassandra, Oracle NoSQL, R, MADlib, Wekaor Splunk.
These can, among others: collect, store and study machine data (especially logs) or even text (posts on forums,
social media, articles, reviews etc.), build alerts or reports, to make data useful to people in decision making
support.
NoSQL type, column oriented or document oriented databases appeared and matured, such as Cassandra used by
Twitter, Linkedln and Netflix or HBase that can work using Hadoop distributed file system. Thus, flexible data
models can be built with a huge number of columns (up to 2 billion).
In an article published in Nature (Howe, D., Costanzo, M., Fey P. et al, 2008),taking in consideration the
exponential grow of data and the need of data management, analyses and accessibility, the authors show the
importance of online databases for publishing medical data. Steps for developing the activity of biocurator as an
essential part of research and development are showed. This is necessary to meet the needs of organizing,
representing and facilitating access to biological data but also to knowledge from published works to people so
they can extract information and infer knowledge. A map reduce approach was very useful in the Human
Genome project where the data to be analyzed was huge. I consider testing, refining and validating map reduce
approach in machine learning is just beginning and it can be useful in others fields of medicine, like medical
imagistic or studying co morbidities, to run in parallel and greater speed machine learning algorithms to identify
patterns and correlations that otherwise might be ignored.
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The limitations of form identification algorithms are presented in (Kemp and Tenenbaum, 2008), clustering
algorithms assume that data can be assembled in disjointed groups, hierarchical algorithms that data has a tree
like structure and dimension reduction that Euclidian geometry exist.
Though, Big Data found its way quickly in online shopping where we can construct hierarchies to show the rate
that each product views are converted into cart adding and eventually to purchases. We can identify the behavior
of each customer, even by correlating his logins with IP addresses for tracking views when he is not
authenticated. With the help of such analyses we can identify the products or the classes of products that even
though are being viewed and/or added to the cart they aren’t eventually bought as much as other products. For
such cases we can conduct further checks, such as looking into reviews, product description, product features
and characteristics. Also, to improve sales, similar or complementary products can be suggested when a
customer views or buys another product.
3. Case study, big data in Hadoop
Hadoop is a robust, fault tolerant framework comprised of open source tools, libraries and methodologies
tailored for big data analysis. Hadoopis built for UNIX type operating systems such as Apple OS X or Linux. As
a side note, Hadoop was originally developed by Doug Cutting and Mike Cafarella, the latter being a PhD
student of Romanian professor Dan Suciu, University of Washington. In the Hadoop model, for storing, a
distributed file system is used (HDFS) and the framework for distributed data processing is map reduce that
moves the processing towards the data.
In HDFS there is a primary NameNode, a secondary NameNode and multiple DataNodes. The system works in
the Master-Slave model, the primary NameNode tells the client where the data is read from or wrote to in the
DataNodes. TheName Nodeknows the status of each of the DataNodes. The secondary NameNode contains an
image snapshot of the primary and in the case the primary fails, it can be used to restart it (it’s not usually an
automated failover). HDFS is a write once file system, a file after it’s created cannot be appended with extra
data. It supports the Unix commands for creating, copying, removing, moving and deleting files. For example, to
list the files on the HDFS we use:
hdfsdfs –ls /
As a case study I developed a map reduce application. The idea is that given a text file to count the number of
times each word appears. The text file is split into lines and each is send to a mapper that counts every word
from a line. The results from the mapper are sent to a reducer that aggregates the results. MapReduce has
evolved starting withHadoop-2.3 and it’s now called MRv2 or YARN.I used Java and the most recent Hadoop
API (2.4) as compared to most of the implementations that are available on the internet that use the deprecated
old API. The test file was my PhD thesis.
hdfsdfs -put vlad_thesis.txt vlad_thesis
Like shown in figure 1, I started the map reduce job on a Hortonworks Sandbox 2.1 (CentOS).
Figure 1. Running the map reduce process
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The Output file looks like in Figure 2:
Figure 2. The results of the word count

Counting words might seem trivial at first but it’s the basis for running machine learning algorithms (like k-NN,
SVM or SOM) for discovering patterns or connections between documents or inside documents that otherwise
might seem arbitrary and could have been missed by analysts.
I suggest the following blueprint for using such an algorithm. Given a corpus we can start building a dictionary
using Hadoop map reduce job so we can use it for a vector space model(VSM), a concept coming from
Information Retrieval. Building a dictionary is similar to the word count example with the exception that we
don’t need the number of occurrences. Each word, eliminating case and stopover words is given a position in the
vector like shown in table 1.
Table 1. Word dictionary represented as a vector
1
Word1

2
Word2

3
Word3

….

n
WordN

Next, we represent every item (such as document, article, postetc) in sparse arraysusing this dictionary:
[
d1: [[a1,b1],….,[an,bn]]
d2: [[a1,b1],….,[an,bn]]
….
]
Where ai is the position of a word in the dictionary from Table 1 and bi the number of occurrences in the
document we represent in VSM.
After we have enough training data, we can apply k-nn using the map reduce approach, to find, given a new item
(a query), what the nearest k items are so we can classify it. We can use different metrics (similarity measures),
to see which are nearest documents to the query qi from di, such as:
Euclidian Distance:
D(d,q)= ∑
Cosinus similarity
Cos(θ)=

∑
∑

∗
∗ ∑

To further refine the algorithm, we can use tf-idf weights, as been the VSM, to better order the found neighbors
in terms of similarity to the query or/and we can try and reduce the search space. Also, we can use a nonsupervised machine learning technique such as SOM for a non-parametric clustering.
4. Conclusions
As we showed, Hadoop is very good for processing very large files or smaller files with algorithms that can be
fitted on map reduce that otherwise would have been too expensive to run. It’s is usually not appropriate for adhoc querying, even though HiveSQL can help a little bit, and it’s not a replacement for SQL, it does not follow
the SQL-92 standard, lacks transactions support. We can also conclude that HDFS is optimized for streaming
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reads and not for random seeks. When using Hadoop in Cloud, with multiple nodes, if hardware fails,
performance is affected but the system as a whole keeps working, if configuration is done properly.
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Abstract. This research paper examines the question of whether the explicit implementation of a knowledge
management (KM) approach in public services, the primary vehicles for the delivery of services, enable them to meet
delivery demands better. Our aims to present the outcomes of the process in delivering services in Northampton CSC
(UK), along with the operational KM system, that can be transfer as a best practice in Romania
The second objective is about the citizen service centres (CSC) as essential KM tools in delivering effective public
services. We will find out their role and implication at local level, answering the question if the citizens really need
that kind of facility.
The value-added of this paper is to offer a practical approach of how public authorities in Romania using European
experience, may design and implement an efficient citizen service centre that can bring citizens’ full satisfaction.
Keywords: Knowledge Management Strategy, KM Benefit tree in citizen service centre, KM Quik guide.
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1. Introduction
Today knowledge is regarded as a key differentiator in business, the currency of competitiveness and
organizational success. More recently these approaches have emerged in a local government context where even
with a focus on service outcomes rather than profits, the locus of value has shifted. It is only recently that
knowledge management (KM) has started making entry to public sector. The age of technology where
knowledge and information serve as key strategic tools in the organizational context, creates the opportunity for
local government organizations to adopt the role of knowledge-based organizations that thrive on the
competence of knowledge workers. Through the implementation of KM practices, local governments could be in
a position to deliver the best possible services, function effectively and operate in an environment characterized
by transparency and accountability.
The European Union recognizes the importance of improving public services for decades, and the European
policies taken in this direction are clearly stated, mainly from The European e-Government Action Plan (20112015). Through its directives, the European Commission always encouraged a strategic approach to service
improvement: how services are to be delivered and how they can be improved must be carefully planned and
based on realistic aims and objectives. Paraphrasing, this strategy must be process-oriented, and should exploit
ICT and knowledge management systems where possible.
In United Kingdom, for example, e-Envoy whose office was set up in 1999 and replaced by e-Government Unit
in 2004, introduced the knowledge network in 2000 followed by knowledge enhanced government (KEG). A
development agency like the World Bank also set up a knowledge management secretariat and has come out
with a knowledge assessment methodology (KAM).
2. Why knowledge management transform public services?
David Skryme introduces a new tool in the identification of KM benefits, both in private and public
environment: Knowledge Management Benefits Tree, see Table 1. According to him, a benefits tree is a
simple but effective tool for showing interdependencies between different types of benefit.
Table 1. KM Benefits Tree

Source: www.skryme.com

The benefits on the left are those that are the most visible or quantifiable. Those to the right are the result of
several factors, including non-KM factors, combining. In this particular tree, three different classes of benefit
have been used:
As a result of such analysis, it is possible to track savings of time in accessing knowledge, though to better
customer service by giving them more relevant, validated and timely solutions to their problems. We cannot talk
about KM implementation in Local Government without mentioning the New Public Management- which
captures most of the structural, organizational and managerial changes taking place in the public services of
different countries- precisely because the KM concept in public administration was outlined within the NPM
process.
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We must be aware of the three major components of Knowledge Management: People, Process and Technology.
Based on these three components we will build our conceptual framework of what KM implementation in public
sector means. Moreover, the KM synergy acts like a concept-umbrella under which all other concepts can be
expanded, Organizational Transformation concept in particular. This major concept rests upon the KM synergy
as a principle and the following section is committed to its dilation.
In Romania’s public sector, according to Denita Cepiku’s research study, “the path of reforms has not been a
smooth ride for Romania. The poor condition of the economy, the legacy of a centralized and politically driven
administrative systems, widespread corruption, an organizational culture based on values that are not
compatible with a democratic society, the lack of viable administrative institutions able to plan and implement
change and properly interact with the citizens, all represent a hindrance to a coherent and timely reform
process.” Nevertheless, in recent years, important changes have occurred in the way central and local
governments act in relation with citizens.
The new National Strategy for Information and fast implementation of the Information Society (1998) was
enacted as a necessary Government decision. In the last few years there are notable progresses in the ICT field
and also in implementing e-governance although it is in nascent stage. Public administration through internet is
negligible. The Updated Strategy for the Acceleration of Public Administration Reform (2004), envisioned the
continuation of the public administration decentralization process. The strategy reinforces the transfer of power
from the central to the local level in order to create a citizen-focus approach.
The year 2009 marks a cornerstone in the development of e‐Government. It was the first time when a national
strategy, called e‐Romania, was been adopted by governmental decision and it addressed the key levers in
e‐Government development as well as the major barriers raised in the previous years.
At a Geneva conference in 2012 related to Open Government Data and Citizen Engagement in Romania, there
were stated a series of necessary directions for Romania to follow as far as public services are concerned:
 open government data is essential for the transparency and efficiency of the governance and for citizen
participation in decision‐ making process;
 both, citizen engagement and open government data, represent the pillars of future government (Stoiciu,
2012).
Regarding the satisfaction of citizens and the performance of Romanian public services, a cogent study
elaborated in 2010 (Mihaiu et al., 2010) showed the results (see Table 2).
Table 2. PSP for Romania against the UE average

Referring to the value of the score function, which measures the performance of the public sector achieved by
Romania (5.5721), the same study states that this value is much lower than the maximum score of 12.2015, and
than the average value of 7.8628.
Romania has to recover a lag of about 68% in terms of quality of the government and administration against the
EU average, 62% for education; and it is behind by 38% regarding the quality of health indicators. In relation to
the infrastructure, it should double its present performance; income distribution is very uneven; economic
stability is severely affected by the current economic crisis, which caused a noticeable economic decline.
Moreover, the Eurostat(6) from 2011 regarding individuals using the internet for interaction with public
authorities confirms the fact that Romania has the weakest internet infrastructure of the public authorities,
weaker than Bulgaria’s (see figure 1). Romania, has the fewest on-line public services from the EU countries.
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Therefore, we can state the inefficient delivery of such services towards Romanian citizen in comparison with
others Europeans. Now that we have seen the statistics related to the policy and efficiency of delivering public
services in Romania, we must present a comparative analysis between the Romanian institutions and English
ones committed to serve the citizens. That is why we have chosen the Information Citizen Centre from ClujNapoca in comparison with the Citizen Service Centre from Northampton,
Figure 1. E-government on-line availability

Source: Eurostat, 2011.

3. New practices: knowledge management strategy
As Neelie Kroes (European Commissioner for the Digital Agenda, December 2010) stated: “The proposition is
simple: governments that want to serve their people… need to serve them efficiently. We must get the most out of
every euro we invest… e-government is not a niche; it is the main game in public service delivery.” Moreover,
The European e-Government Action Plan (2011-2015) sets out the European Commission’s ambitious
programme to work with Member States to expand and improve the services which they offer via the internet. It
focuses on four key areas:
 user empowerment;
 fostering the internal market;
 improving the efficiency and effectiveness of public administrations;
 putting in place the pre-conditions for developing e-government.
The aim is to increase the use of e-government services so 50% of EU citizens and 80% of EU businesses will be
using e-government services by 2015.As the public service seeks to be more open, transparent and responsive, it
has to improve its ability to engage the public effectively. Implementing a knowledge management system in a
public institution will help develop new or consolidate outdated systems to improve overall performance and
capitalize on a broader, more integrated and easier accessible knowledge base. The organizational challenges for
a successful implementation are related with digital competences, cros-functional team working and standardised
process using adequate infrastructure.
The paper objective was to present through a comparative perspective the differences that can exist between two
public institutions in delivering its services to their citizens. By that, we emphasized the importance of
Knowledge Management in contact centers, as a tool in delivering fast and quality public services.
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In this sense, the European statistics regarding the online delivery of public services in Romania show the
weakest internet infrastructure of the public authorities. Therefore, we can state the inefficient delivery of such
services towards Romanian citizen in comparison with others Europeans.
Furthermore we tried to evidence two citizen contact centers, Northampton CSC and Cluj-Napoca CIC, in order
to highlight the need of information and knowledge management at local level. Based on this comparative
approach, we elaborated a Quick Guide for local authorities that can be of great help in setting an efficient
Citizen Contact Centre, where Knowledge Management strategy it is its core element.
Regarding this KM strategy Quick Guide we developed, the key actions needed in this concentrated effort of
projecting a successful contact centre, are:
 most attention should be focused on staff because they are the largest operating cost;
 cost should never be considered in isolation from the quality of the service and desired outcomes you are
offering;
 agents should be empowered by information, processes and systems to be able to meet citizen needs and not
frustrated by inflexible approaches to these;
 appropriate performance and monitoring are crucial and should always take the quality of interactions with
citizens into account;
 processes are an essential foundation to successfully run contact centers;
 the way you manage information will directly impact on the service you are providing;
 qualitative and quantitative standards, targets and key performance indicators will help you to measure the
productivity and effectiveness (in terms of outcomes) of your contact centre;
 whichever system technology you choose, it should support the people and processes, not drive or limit them.
4. Final conclusions and recommendations
This paper presented an overview of KM Strategy implications and trends in the public sector. From the case
study presented, KM Strategy is seen as a key initiative recognized as central to information sharing and between
public sector and the citizens they serve.
The public sector happens to be a particularly fruitful area for the application of knowledge management tools
and techniques because of the current thrust toward electronic government. While we clearly need to do much
more research in the near future, this paper starts to provide us with some limited insights as to what is needed
for local authorities in terms of effective public services.
Strong related to knowledge management, e-Government in Romania is still in its early ages, no matter the
efforts since now. As also other studies revealed (The National Strategy for Local e-Government,
http://www.localegov.gov.uk), the interaction between citizens or companies and the public administration
via Internet is negligible.
Cluj-Napoca Municipality has the potential to implement a successful KMS initiative. Apart from the need for
some improvements, the human resources and the information technologies available are all conducive to KM to
some extent. The greatest challenge facing the municipality in terms of becoming a knowledge organisation and
achieving organisational effectiveness is attaining leadership support and establishing a sharing culture across
the municipality. Once top management supports the concept and the organisational culture acknowledges the
importance of KM, then Cluj-Napoca Municipality can plan and act strategically in terms of its KM initiative.
4.1. Key Recommendations for public services
If the municipality wants to become a knowledge-based organisation and ultimately achieve organisational
effectiveness, it first has to devise an explicit KM strategy. All the KM enablers are present at the municipality,
but what is required is the following:
 to identify the key aspects of these enablers that need to be developed in order to make them more beneficial
to KM efforts;
 the KM strategy should be tactically aligned with the organisation’s overall strategy;
 the KM strategy should be used as a plan to highlight the organisation’s goals in terms of KM. It must take
into account the organisation’s resources and needs must be identified;
 the strategy should also contain an outline of how to attend to these needs and provide suitable solutions;
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 a good KM strategy requires enthusiasm and continuing commitment from all organisational members;
 both the leadership and the strategy must be flexible and adaptable to changes in the organisation’s milieu;
 memory (also known as a knowledge repository). Building an organisational memory involves pooling and
streamlining the entire organisation’s reports and documents and extracting further information from these
reports, such as lessons learned and best practices to follow;
 reward employees and create incentives for contributions to knowledge generation, sharing and management.
It is important to create an environment and culture to facilitate KM and to establish communities of practice.
Since a sharing culture is crucial to an effective KM strategy, the municipality should look into devising an
incentive structure for employees’ KM efforts;
 implement a KM board/council within the organisation. The KM division should not only be responsible for
the technological aspects of KM and for managing the organisation’s knowledge resources, but it should also
constantly strive to take advantage of opportunities for innovation and to establish communities of practice
within the Municipality and with parties outside the municipality’s immediate environment. A separate KM
division will result in the municipality’s ability to deliver better services, based on, better utilisation and
dissemination of knowledge. (Recommendations adapted after Gaffoor, 2010).
KM has become a vital part of modern business management and equally so, of modern public sector
management. KM offers local government organisations a vast array of benefits, including enhanced service
delivery, productivity, decision making and efficiency. Because our case study was concentrated on the
functioning of citizen contact centers and these structures proved to be the most effective ones in delivering
high-quality services, the figure 2 we summarizes the entire scope of our case study.
Figure 2. Underlying ethos of a contact centre

Source: COI Communications, 2009.

Before a KM initiative is implemented in a contact centre, it is essential to ensure that certain enablers are
present and adequately developed within an organisation. These enablers that include the organisation’s culture,
human resources, strategy and leadership, information technologies and organisational structures are not
exclusive but interdependent. Thus, for an organisation to implement a successful KM initiative and attain
organisational efficiency, each of these enablers must be adequately developed and be supportive of each other.
The above conclusion and recommendations about the conditions to facilitate effective KM utilisation in ClujNapoca Municipality are also basic conditions for other local government organisations.
4.2. What next? Visioning in wisdom management in Public services delivery
Complaints provide the council with valuable feedback in respect of the way that services are delivered. Work is
in progress to develop and implement a corporate cultural change program to further improve authorities’ ability
to manage and learn from citizen feedback. Based on the result and annual reports, CSC of Northampton (Ekta,
2011), envision next suggestions as further steps for the improvement of their services. The vision can be
synthesized by, where the central goal of this process is the Improvement of Citizen Experience.
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 training - continuous citizen service training is in place to improve the level of Citizen Service delivered to
the citizens at all points of contact. The training is delivered at all levels of the organization and has been
developed with particular regard to the strengths and weaknesses of the organization;
 continuous improvement- over the next four years we plan to build upon this progress to transform the way
in which citizen access our services by creating a single one stop shop based in the Guildhall in the centre of
Northampton town centre; 24 hour internet access providing a wide range of interactive, self-service and
information services; a network of local access and outreach for the wider community that addresses the
diverse needs of local people and other centers of population. (Annual Citizen Feedback Report 2008-2009)
This range of access channels will give citizens flexibility and choice in how they contact the council;
 quality assurance- providing excellent citizen service is the first of the councils five management aims which
underpin the delivery of the corporate priorities and outcomes: provide excellent citizen services, engage in
meaningful dialogue, make best use of resources, be a single effective team, work towards a better
Northampton;
The action plan refers to merge the KM strategy with the intranet site. This will promote the idea that staff
should give the same level of citizen service expected of our contact centre advisers. We will also be merging
our KMS with a new customer relationship management application to keep in tune with our customer contact
patterns. The more we can learn about how and why we are contacted, the better we can reflect the most
important information on our KMS and website (see figure 3).
Figure 3. KM in delivering Public Services

Source: www.smartcities.info smartcities.info

Measuring performance of Northampton Citizen Service Centre, the integrated system of Knowledge
Management and as a result of its implementation, the efficiency of public services delivered to citizens. In order
to elaborate a complex KM Strategy Quick Guide for local authorities in delivering public services through KM,
we must first adopt a comparative approach between the Information Centre from Cluj-Napoca and
Northampton. This analysis is based on several performance indicators that are compatible with both institutions.
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Abstract. The main objective of this article is to demonstrate the importance of Revenue Management by highlight
the impact of the overbooking procedures and fare restrictions (segmentation) method, applied simultaneously on
domestic flights in the period 1 June 2014 - 20 august 2014, on flights with an estimated load factor of 100%, only on
flights operated by ATR 42-500 with a capacity of 48 seats (6 economic seats and 42 business seats).
Revenue Management refers to the business concept used to sell the right product to the right customer, at the right
time and the right price.
Overbooking is the practice of selling more seats to the available capacity in order to offset the effect of the
cancellation and no-show passengers currently occurring.
Segmentation can be defined as the process of classifying customers into different groups or segments based on their
observed or inferred characteristics (Cento, A., 2006).
Keywords: revenue management, yield management, overbooking, airline, load factor.
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1. Introduction
Revenue Management represents the technique that helps the companies to achieve highest profits by correctly
identifying the customers that the company has to serve, establishing the right products and services as well as
setting up the optimal prices to be offered to these customers.
Revenue Management maximizes profitability by selling the correct number of seats at various fare levels based on
demand and pricing elasticity. Sometimes the number of passengers carried may be lower than when compared
to a simple load factor driven methodology, but the result of correctly optimized number of seats sold, with
lower costs will still provide higher revenue than an uncontrolled load factor approach (Belobaba, 2009).
Revenue Management is used by:
 Airlines.
 Hotels.
 Car rental.
 Tour operators.
 Cruise ships / Ferries etc.
 Healthcare.
 Amusement parks, golf courses.
 Theatres, Opera.
 Energy companies.
 Advertising & TV companies.
A synonym for Revenue Management is Yield Management. Yield Management is an approach to maximizing
profit by carefully monitoring and managing pricing, inventory availability and sales. It means managing the
trade-off between filling all available capacity and charging the highest unit price, and ensuring that those
customers most willing to pay for a product or service can do so (Andersen, 1997).
Yield management is a process of understanding, forecasting and influencing consumer behaviour to maximize
yield or profits of the companies from a fixed, perishable resource (Mauri, 2007).
Overbooking is the practice of selling more seats than the physical capacity in order to minimize the effect of the
cancellation and no-show passengers. Without it, it is estimated that although the ability of a plane is fully
booked before departure, 15% of the seats were empty. Only some airlines allow reservation cancellation
without applying penalties. On average, about half of the bookings made are canceled or passengers do not
show. As a result, bad decisions on overbooking can be very costly. Otherwise, the airline should try to evaluate
over booking price.
An airline may convert the product or the basic service into different products. For a flight, this mean simple
menting purchase restrictions, the fees for changing or canceling tickets or reservations.
The company must ensure its additional capacity specifically designed to meet a potential demand for high fare
seats, so this method increases the revenue per flight.
In the airline industry, tickets for the same flight may be sold at many different prices. This depends on product
restrictions as well as the remaining time until departure and the number of sold seats, and this procedure
represent the fare restriction or segmentation.
Segmentation occurs when we need to classify customers into different groups or segments based on their
observed or inferred characteristics. The objective of segmentation is to identify who is buying the product, how
the customers buy it, when do they buy and what type of attributes they prefer. Based on their own preferences,
some customers will value the product proposed by the company more than other customers.
2. Objectives, hypothesis and research methodology
2.1. Objectives
The main objective of this article is to make more profitable internal routes of Tarom by Revenue Management
System.
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2.2. Hypothesis:
a. Revenue Management in the practice that permitted to the airlines to sell the right product to the right
customer at the right time for the right price.
b. Overbooking policy is the procedure that makes possible to sell more seats than physical capacity and increase
the load factor of the airline company.
2.3. Research methodology:
For application below the methodology used is an empirical study based on binomial distribution.
3. Results and conclusions
In the flight plan these flights have default settings 6 business seats and 42 economy seats.
I intend to apply the fare restriction procedure to increase capacity to 10 seats in the business cabin, which is
next higher capacity given by the manufacturer, and to decrease the economy cabin to 38 seats. This procedure
will be applied only after the sale of the 42 seats in economy cabin. In this case we can also apply the
overbooking procedure and the capacity will be 10 business seats and 38 economy seats, but in this case having
42 seats in the economy cabin we overbook the flight with 4 seats in economy. This overbooking will be
diminished before departure once with no show passengers.
Additional revenue obtained by this procedure is calculated:
Number of extra seats X fare class ticket
Available fares on internal flights are presented in the Table 1.
Table 1. Available fares on internal flights
01 C1
02 Y1
03 B1
04 M1
05 U1
06 K1
07 R1

/ 146.00/OW/ = 292.00/RT/
/ 126.00/OW/ = 252.00/RT/
/ 106.00/OW/ = 212.00/RT/
/ 76.00/OW/ = 152.00/RT/
/ 61.00/OW/ = 122.00/RT/
/ 46.00/OW /= 92.00/RT/
/ 41.00/OW/ = 82.00/RT/

Source: adapted from Tarom SITA tariffs.

C1 represents the fare for the business cab and Y1, B1, M1, U1, K1, R1 represents the fares for the economic class.
Statistical data provided by the company are highlighted in Table 2, where we find 220 specified flight conditions.
Table 2. Flights that require fare restriction and overbooking procedure application
No.
1.
2.
3.
4.
5.
6.
7.
…
212.
213.
214.
215.
216.
217.
218.
219.
220.

Flight Date

Flight No.

Origin

Destination

Airplane

Capacity

5-06-14
7-06-14
8-06-14
10-06-14
10-06-14
11-06-14
11-06-14
…
27-06-14
20-08-14
19-08-14
19-08-14
19-08-14
20-08-14
20-08-14
20-08-14
20-08-14

642
704
608
627
651
628
641
…
652
644
641
647
651
628
641
644
648

CLJ
IAS
TSR
OTP
OTP
OMR
OTP
…
CLJ
CLJ
OTP
OTP
OTP
OMR
OTP
CLJ
CLJ

OTP
OTP
OTP
OMR
CLJ
OTP
CLJ
…
OTP
OTP
CLJ
CLJ
CLJ
OTP
CLJ
OTP
OTP

AT5
AT5
AT5
AT5
AT5
AT5
AT5
…
AT5
AT5
AT5
AT5
AT5
AT5
AT5
AT5
AT5

48
48
48
48
48
48
48
…
48
48
48
48
48
48
48
48
48

Source: adapted from Tarom database.

Estimated load
factor
100%
100%
100%
100%
100%
100%
100%
…
100%
100%
100%
100%
100%
100%
100%
100%
100%
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In Table 2 we find the following data:
Flight Date – is the take off date.
Flight no – is the flight number operating on the route.
Origin and Destination – gives us information about the city of departure flight (in our case the origin is the
hub company) and about the city where the flight ends (in our case the destination is the secondary hub of the
company).
Airplane – is the plane model.
Capacity – it gives us information about the available space of the aircraft, indicating the number of places
available.
Estimated load factor – is an index obtained from relevant historical data (date, day of week, and season) and
indicates proportion in which it is possible to cover the aircraft capacity.
We apply the binomial model for fare restriction with the formula:
nk
n!
* p k (1 p )
k!(n  k )!

P(X=k) =
Where:
p – probability to success 100%;
k – number of seats;
n – k + number of overbooked.

(1)

To apply the overbooking procedure on one flight, we consider the following:

Cob 143

(2)

Where:
Cob – represents the obtained capacity per flight and 143 represents the price of one business seat.
Additional income calculated for one flight is 572 euros.
With the results we have so far, we now calculate expected revenue, R, as a function of the overbooking strategy S:

R(Ob) =



Ob  Ob 

  p i (1  p )Ob i (ObT  F (i, A))
 i 

i 1 

R(Ob) =143Ob-



Ob

 Ob  i
  p (1  p )Ob i (i  A))
 i 

i  A +1 

(3)

(4)

R(Ob) =143Ob
Where:
Ob – represent the total number of seats sold; Ob>A
T represents the ticket cost;
F(i,A) represents the capacity of the plane;
p represents probability to be 100% full capacity at take off;
We are considering that denied boarding passengers is 0.
So if we apply these procedures we could obtain R(Ob) = 125840 euros.
Conclusions
In our opinion, we have highlighted the next conclusions:
1. This methods are very important for the Revenue Management System because its makes the airline more
profitable.
2. It’s very hard to obtain a minimum number of denied boarding passengers, but not impossible.
3. The fare restriction is closely related to the practice of overbooking.
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Abstract. Throughout human evolution, small businesses have come and gone continuously under the increasing
pressure of a free economy competition. They are set up and develop in order to exploit the market opportunities.
Usually they work on resource areas whose exploitation is ineffective or significant to large firm exploits. They are
important in any country economy being considered the main creator of jobs. They are also sources of income for
people with initiative. The success of these people generically known as the "entrepreneurs" as the only deciding
factor depends on good ideas and vision, but mostly consistent economic knowledge, methods and management
techniques to help them in formulating strategies, implementing and putting them into practice. Entrepreneurs need
to understand the competitive environment and how changes in it affect the business. So they will decide swift action
in case of blockages or opportunities. Through innovative management, adapted to changes in the business
environment, small businesses can be growth-oriented. This study aims to outline the idea of small business and to
present the importance of using methods, techniques and management tools to entrepreneurs especially in small
businesses, focusing on the critical point as a scientific method in the decision to start or re-launch of an activity.
Keywords: small business, SMEs, entrepreneur, method, tools management, small business initiative, break even point.
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1. Introduction
Goods production, services, and sale of goods in the game of supply and demand are expectations of business as
vital and indispensable element of the market economy. Browsing the literature and considering the multitude of
opinions and arguments made by Mironov (2013, p.18) can be considered that the terms "entrepreneurship",
"entrepreneurial activity", "enterprise" are references to the same thing, namely the notion of "business ".
Affirmation of private initiative in business is very permissive in most areas of economic reason, Dinu consider
(2002, ppp.11) is "encouraged" now in all countries. It appears, as Iacob and Mironescu say (2013, p.38), that
especially the "creative people, the innovative ones are always looking for new opportunities and supportive
environment trying to use the benefits of development."
With a substantial contribution to achieving the core objectives faced by any society, small businesses are
appointed by Dinu (2002, p.11) as the "backbone" of the economy. Along with the great business that
emphasizes "early stable economy," as pointed out by Luca (2013, p.9), small business appear as initiators of
change. They are learning new technologies and "prepare the ground for new products and markets" as Nastase
states (2004, pp.9-10). At the same time, they ensure the viability and the competitiveness for big business, being
an important "regulating factor for the economy" (Istocescu, 2008). According to Bugaian, Catanoi and Cotelnic,
(2010, pp.37), their presence can be considered by large firms' source or collaborative partnerships."
Organizational culture usually revolves around the entrepreneur. This gives to business its own vision, but
unfortunately only the initiative and the intuition are not enough to achieve success and maintain it.Therefore
small business management, the entrepreneurs must acquire a "set of managerial knowledge to help them in
formulating strategies for implementation, even if they are not in a formal planning process" (Iacob and
Mironescu, 2013).
A good management links all components of a small business together giving the entrepreneurs a global
perspective on the relationship between them, and on their small business. Understanding the different
alternatives arising from the use of mathematical models and methods and management techniques helps the
entrepreneur in making quick decisions and properly justified on the work he leads. He can opt for survival or
improvement, or for a major change. In addition it allows management to empower employees to develop the
business.
A number of economic phenomena that the decision makers are facing in small businesses can be studied using
descriptive mathematical models forecasting. These models give a rigorous and explicit form of causal
relationships between factors influencing the consequences of the decision (Pekar and Smadici, 1995). In order
to increase the likelihood of long-term survival of the organizations they lead, entrepreneurs can use
mathematical models to remove subjectivity and provide scientific substantiation decision act, as may be
observed by reading this material.
2. Materials and methods
2.1. Literature review
2.1.1. Small business
Whether the business is seen as "business" Certan (2005, p. 11) as "contractual relationship" (Gavrila and
Popescu, 2002), or treated as a "competitive activity" (Sasu, 2001) as "organized effort "of individuals to
produce and sell, or even as a" financial transaction "speculative (DEX, 1998), it is widely accepted by
specialists finality in this case for profit. Keeping the spirit of these definitions, according to Mihailescu,
Cornescu and Stanciu (2001, p.45), it can be said that the business can take the appearance of a "business" or
"entrepreneurial activity", meaning "a process that generates changes in economic system through "innovations
made by people" (Nicolescu, 2007; Nicolescu and Nicolescu, 2008). For Barringer, Jones, and Lewis (1998, pp.
97-122), the deal is "an important source of competitive advantage" provided "preserve flexibility and
responsiveness to business"
In the purpose of the current understanding through business means a legal entity established with the aim to
make profits for its initiator based on the creation of goods and services designed to meet the market demands of
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consumers (Iacob and Mironescu, 2013; Mironov, 2013). In the support of this assertion it can highlight the
contribution of Lischeron Cunningham (1991, p. 57) that focuses primarily on "the content of entrepreneurial
activity." The notion of business, Smith (2010, p.11) highlights the British vision "to make money" from "a thing
to do" as well as that of the French to have "an occupation (business, industrial, financial, etc.) for an interest”.
2.1.2. The size of business
As assessed by Churchill and Lewis (1983), "placing a business in the economic landscape typically involves
estimating the size and capacity for growth". The legality of a business is given by "enterprise", "firm" - as a
legal form of organization. This size business - small, medium or large - is given by the size of economic activity
carried out by such an entity. Gorobievschi (2009) argues that this idea are different views on the definition and
allocation of appropriate size business. Anglo-Saxon countries, Russia, Ukraine would rather the term of "small
business", Japan, Canada and Western countries inclining towards the term "Petites Entreprises et Moyennes"
(Mironov, 2013).
To analyze how SMEs can be defined, Luca (2013, p. 17) grouped the definitions by appealing to two types of
criteria: quantitative and qualitative. Thus, he supports the view of Ferrier (2002, pp.20), that the quantitative
criteria are "descriptive" and the quality is "theoretical, sociological and analytical”. The first group, detach the
criterion "number of employees" (Drucker, 1985; Nicolescu, 2008), frequency of use of 60% as Sandu states
(1997, p. 15 ) and Luke (2013, p. 22 ). To determine the size of the company, Drucker (1985, p.64) argues that
the criterion of number of employees, "not characterized only one aspect of the business", it is necessary to
search for a combination of factors. Quantitative criteria group can talk about fixed capital turnover, and
combinations thereof. For the second group, sizing qualitative criteria firms detach the influences of the industry,
the technology used, the mode of integration in the economic, market presence, the organizational and
managerial concepts etc.
2.1.3. Entrepreneur
The entrepreneur is the subject of business, whatever its size. As Pană (2008) assessed, the entrepreneur is
"character" which is "the owner of a capital" profit-motivated 'also invests assumes risks of such an approach.
"By organizing and coordinating its own capital business owner assumes the role of manager. In this position, in
order to maintain the lead, it is the task of obtaining a minimal cost-optimal production. Such perspective is
considering combining entrepreneurial skills with management. To this may be followed by various training
courses that provide training management. Given the existence of "a large number" by institutions and
companies oriented training programs, Sahlin (1987) draws attention to the "quality level" that can spark their
interest to entrepreneurs. He said that many of these programs or are "too weak" to provide entrepreneurs
something interesting, or are "too sophisticated and abstract content" from the reality faced by the entrepreneur.
A program of education and training can influence an entrepreneur to adapt to more effective management
principles and achieve success. The path followed by it will have more power than the awareness "training
officers and so called experts, as a result of the tendency of entrepreneurs to copy successful entrepreneurs"
(Sahlin 1987). Consequently, success stories, especially those who have poor achievements and failures of the
existence of small and large businesses, are a great source of information for current and future entrepreneurs.
Entrepreneurs as well as managers are not born overnight. If intelligence, the flair and the energy are part of the
innate entrepreneurial skills after Rusu and Million (2009, p.111), "creative visionary ability, and then taking
advantage of opportunities directly descended from many years of experience." Accumulation of knowledge,
long-term relationships and connections are very important in becoming entrepreneurial and will include a
continuous personal development. Risk posed by the initiative of entrepreneurs is carefully considered by it to be
removed or if not possible, at least to minimize it. In other words, the entrepreneur does not assume absolutely
unavoidable risk than parts of its business. On the other hand, in order not to waste the success gained from taking
advantage of opportunities to be managed carefully. Business growth is a matter of decision of entrepreneurs. He
can opt to build a solid company, a flexible organization and a strong team or taking it in his hands, to compromise
the future of the business. Avoiding such errors and increase business efficiency can be achieved by various
methods, tools and management techniques. These are the more necessary as the external environment of the
business, viewed as an economic entity, there are a multitude of events which managers must face.
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2.1.4. Managerial methods
The development of society of relationships that generates the exchange of goods and services, the way the firms
objectives are achieved, the methods by which businesses are directed and managed have diversified
continuously. Nicolescu and Verboncu (2008, p.89) points out that "the objectives set by the organization" is a
"feature" of managerial methods, seconded by "choice" of a whole variety by ways. According to the two, Merfu
(2010, p. 2) Taranenco (2013, p. 18), referring to the management of the business enterprise as an "intellectual
process" agree that "management approach pays special attention to the constructive imagination, the possibility
of applying the creative processes, case studies, models to the concrete conditions of each company" Nicolescu
and Verboncu (2008, p. 74). Proving its importance in business development, management methods, according
to Mark (2010, p. 2) is a „multiple merge and coherent principles, ideas, guidelines, procedures" being useful "to
anticipate and overcome critical moments risks minimum" (Taranenco, 2013), and to "exercise managerial
process components" (Macarie, 2007).
The existence of several methods made possible grouping them by a number of criteria. In terms of the scope the
management methods are general and specific. The general methods can be applied in all fields of business both
within the organization as well as to the functional compartments. Of these, the most common are: meeting,
delegation, analysis. Specific methods, says Crane (2007), the management methods: the objectives, based on a
plan, by project, by budget, by product, by exception.
Applying methods of effective leadership is the exercise of a function or functions of the management company.
If we speak about time management functions of the question concerning methods: Planning (Delphi technique,
extrapolating trends, extrapolating the trend of development, the average rate technique), organization (critical
path method, PERT method, theory of waiting threads), Decision (brainstorming, game theory, simulation case
studies, mathematical modeling of decision problems under certainty, uncertainty and risk), Training (reverse
connection; optimization technique inputs), control (preventive control, control of post-factual, self-control).
Regarding the exercise of the firm functions it can be specified a number of methods used in management:
research and development (value analysis, technical Phillips 66; seminar creativity), manufacturing (linear
programming, theory of waiting threads, critical path method, the method PERT), trade (value analysis, market
analysis, interview, questionnaire), financial accounting (weighted average cost method, specific methods for
determining the unit cost, perpetual inventory method, FIFO, LIFO), staff (recruitment and selection methods,
methods for testing the skills, motivation, incentive, productivity analysis).
Using the methods of management, as assessed by Vocilă (2010) shall conform to certain "conditions and
requirements: methods must be integrated into a unified conception, formulation of clear objectives and goals of
the organization, organizing optimal decision-making system, the application of new management methods,
which turn be continuously improved”.
2.1.5. Techniques of management
Defined by Nicolescu (2000, p.24), as a "simple construction" with an impact on the "manager level"
management technique ensures the fulfillment of certain management tasks. In practice, the possibility of
separation from management methods is usually quite time-consuming (Nicolescu, 2000). A successful
entrepreneur, says Chuta (1987) will be the one "who has the ability to gather and use data process." Decisions,
improving efficiency and effectiveness, data collection and processing information needed by entrepreneurs
requires knowledge and use of management techniques. They are used by managers in particular to carry out the
two essential activities of management: planning and control.
Management techniques as assessed Nicolescu (1980, p. 273) are indeed some "systematic and analytical
methods with features." Feature provides systematic management techniques addressing a specific manner, often
sequential, providing confidence that every step needed to resolve a situation shall be made as prescribed. Also
provides a framework in which "managers can highlight the skills in a more orderly and definite" (Pintilie,
1974). The second of the characteristics management techniques, the analytical technique may be seen in two
ways. According to one meaning the techniques were based on quantitative calculations that are based on
measuring the quantity and/or value what is happening in the company, including forecasts trends. Optimal
decision for getting the best results will be made after analyzing the data and evaluating various courses of action
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using statistical and mathematical methods. Regarding the effect of the second one it can be appreciated the
objective side management analytical techniques. It is envisaged that the systematic analysis of events and facts
and calculations using decisions diminishes or eliminates the subjectivity of managers. Consequently, the
advantage of management techniques is given, as the Armstrong (2001, pp.10-12), for "the systematic, analytical
and quantifiable in most cases".
Iacob and Mironescu (2013, p. 38) point out that managers and small business owners should "understand and
use a variety of business excellence models, analyzes, studies and research, theories and strategies". Their claim
is not unique or new. After Pryor (2008, pp. 1-12), the need for methods, techniques and management tools in
managing small businesses and midsize businesses, has been discussed in recent years by many authors.
2.1.6. Management instruments
Obtaining the performance requires planning, monitoring and careful and objective evaluation. The design,
implementation and continuous improvement of the management process or of parts of its structure and the
performance of management, entrepreneurs can use a set of methodological and technological means of
information nature called generic management tools. They are more effective if they can be measured and
expressed in numeric expressions phenomena of interest to business. After Keeman (1997), in the management
tools included: business plan, program activities, budget revenue and expenditure, profit and loss, cash flow,
balance sheet report, other. According to some sources, (Dumitrescu, 1981), including almost entered the
desuetude management tools, but still used, it may withhold: appreciation, indication, recommendation,
judgment, evaluation, order, resolution, directive, decision, sanction, approval, opinion, guidance.
Trufin (2013) considers that the crisis crossed the world's economies have made managers "to report more
frequently in prior periods or to competition and build metrics and performance indicators (KPIs) that allow
them to draw conclusions even of their seemingly insignificant changes. "He also states that many of the tools
that were in the top a few years ago are now "standard already required." Also, according to "The reengineering
customer satisfaction, strategic planning, Dashboard, Cash Flow was brought forward much to Benchmarking,
Balanced Scorecard, and other change management programs that are now considered Top management tools
"(Trufin, 2013).For example, using the Balanced Scorecard, any metric and performance indicator is viewed
from four perspectives: financial (revenue growth opportunities cash flow, profitability, and cost control), client
marketing (positioning and opportunities in the market, optimization and segmentation products), internal
processes (quality, sales, manufacturing, supply) and human capital (organizational structure, individual
performance).
Managerial knowledge is becoming increasingly focused on understanding the correlations arising from the
aggregation of performance indicators. Targets for metrics are set by managers. Business solutions are not a
panacea. Established only certain indicators, then it is measured and reported to their past performance or with
other companies or most often in media sector. The conclusion is that for long-term success in business, ability
to adapt is essential.
The evolution of information and communication technology (ICT) provides ample opportunities to organize and
conduct business. Management tools that can ensure a profitable management came to be known worldwide
easier. The positive experiences of their use spread strong. Barone (2009) considers that the position of small
business owners needs to equip with different tools to allow a very good tracking and communication. In this
respect it is essential to connect to the Internet, if possible broadband.
The acquisition of management applications with which to is possible to schedule tasks and projects, assigning
labels (tags), attaching a load through a simple drag and drop a text document or e-mail or in sheets computing,
etc. It is important that this application be synchronized with a Smartphone. The smart phone is by far the most
common and useful management tool used in business. With it you can quickly answer emails, keep track of
personal tasks, to communicate with employees through chat services. Synchronization with other devices and
applications makes it even more interesting.
Another tool that can assist entrepreneurs is "Remember The Milk" alarm application activities made the list of
"to do", you will be notified as text messages via iCal, GTalk, AIM, MSN, Yahoo IM, Skype, e-mail, RSS,
Twitter. Information about the time allocated to the various activities can be managed using a solution "Rescue
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Time" to monitor their own time or employees of the company. This application has a number of widgets and
hacks that allow surveillance of only certain hours of the day or only certain workstations.
As a management tool for the future it can bring into question the Cloud Computing. Andone (2013) states that
"data hosting service is probably the most trivial and easily understood form of Cloud Computing." Argument to
obtain cost savings due to elimination of licenses, with specialized software and the storage and processing
equipment appears to be within the Cloud visionary idea that relies on optimizing overall online experience.
Motivation Microsoft's cloud concerning the development says Andone (2013) is given by economic reasons
users: "the big flattens its cash flow and do not require large investments to cover peak loads and little ones can
afford now IT service performance ".
2.2. Critical point method
The change in activity, namely establishing the physical volume of production, determining the impact of higher
turnover, establishing a program of modernization and refurbishment are economic decisions whose background
is based on knowledge of the critical point. Critical point method is "a method of diagnosing the risk of
production" (Tcaci and Tcaci, 2012). Called equilibrium point or even, the critical point is that level of output at
which total cost (CT) does DEPS total production sold (CA). Then the result is null activity (Figure 1).
Exceeding the critical point allows the business to be profitable. Reaching this threshold involves first going
through a period in which the company recorded losses. For managers and entrepreneurs to know the right
balance and make analysis means "holds" business.
The more the CA is larger the operating risk is lower. The difference between the critical point and the turnover
is called the margin of safety (MS) or "absolute flexibility" and indicate to what extent can vary the volume of
activity, without this oscillation involve the risk of loss of registration. Statistical studies states that economic
deduced can be found in the following situations:
 unstable when CA is situated up to 10% above breakeven (MS <10%);
 stable when CA is below 20% above breakeven (MS> 20%);
 comfortable when it exceeds the 20% threshold of profitability (MS> 20%).
Break-even point is the number of units (Q) produced which make zero profit.
Figure 1. Break Even Point

Revenue (CA) – Total costs (TC) = 0
Total costs (TC) = Variable costs (VC) * Q + Fixed costs (FC)
Revenue (CA) = Price per unit (P) * Q
Price per unit * Q – (Variable costs * Q + Fixed costs) = 0, it follows that Q (P- VC) = FC
So, break-even point (Q) is equal Q=FC/(P- VC), namely
Number of units = Fixed costs/(Price per unit - Variable costs),
This method enables the provision of profile to the level of activity.
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Managerial decision making problems without economic support without resorting to mathematical and
simulation techniques seem almost inconceivable today Establishing critical point can be done very quickly
using tool Work Program QM module Break-Even Analysis. Suciu and Luban (1994, pp.7) states that "the
Software Quantitative Analysis for Management (QM) is designed to solve the fundamental problems of
computer management decisions based on mathematical models.
3. Results and discussions
Critical point method has been applied in the decision to change the level of activity of SC Vlavis Tour SRL,
introducing four new packages. Based on the prices demanded by suppliers following costs were estimated for
each travel package:
Table 1. The costs of introducing tourism packages
Package 1
Package 2
Package 3
Package 4

Fixed costs(euro/month)
2000
3000
2500
2000

Variable costs(euro/mouth)
250
200
200
200

For attractive packages to set a sale price of 300 € / pcs, relying on the sale of 30 packages a month.
Running the program involves the application title, in this case "Package 1" to save your work options. Then
make the fields on the screen as shown in Figure 2.
Figure 2. Screen of variables
Problem Title: Package 1, Price = 300 €, q = 0
Total Fixed Cost
: 2000
Unit Variable Cost
: 250
Unit Selling Price
: 300
Expected Sale Unit
:
0

To determine what would be the minimum number of units that would ensure costs the "Expected his unit" will
be marked zero. Solving for each package individually will lead to solutions presented in Table 2
Table 2. Solutions of the critical point
Unit selling price=300 €
Package 1
Break even
Break even
quantity
euro
40
12000

Package 2
Break even
quantity
30

Break even
euro
9000

Package 3
Break even
quantity
25

Break even
euro
7500

Package 4
Break even
quantity
20

Break even
euro
6000

A summary analysis of the solutions obtained allow staking into account the best last two packages. Package 4 is
arguably the most profitable both in terms of number of units to be sold in order to overcome the critical point,
and in terms of the amount to be invested. In order to estimate the amount of profit which may result from the
introduction of the four packages was introduced in "its united Expected 'expected value of the sale, and 30
packages each month.
The solutions obtained from running the application were summarized in Table 3.
Table 3. Value estimated profit
Expected sales units =30
Package 1
Total
Total
Profit
Revenue
Cost
9000
9500
-500

Package 2
Total
Revenue
9000

Total
Cost
9000

Profit
0

Package 3
Total
Revenue
9000

Total
Cost
8500

Profit
500

Package 4
Total
Revenue
9000

Total
Cost
8000

Profit
1000

As shown in Table 2 and Table 3, the first package requires coverage for a sum of € 12,000 and requires effort
selling 10 units higher than expected to ultimately lead to a loss of € 500. This package must be reviewed to be
attractive and to bring profit.
Regarding the second package, even if there is a matter of € 1,000 for fixed costs and lower variable costs € 100,
the number of packages that should be sold as the solution obtained is 30 units. In this case the company would
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find exactly the right balance. The total costs are equal to sales revenue leading to a zero profit. The decision to
introduce this tour could be taken if the destination is very popular respective portfolio and its existence would
open opportunities for other packages that profit. The decision could be favorable to the package while other
packages partners more favorable condition or special purpose package (underprivileged children, seniors). In
this case, obviously, it takes "art" manager linking opportunities.
Packages 3 and 4 have already passed the threshold of profitability. The company can make a profit to a
reasonable number of sales units. A careful follow-up costs and a sustained campaign to sell can greatly improve
the profit that can be obtained.
Conclusions
The business exists and is present worldwide and aim to make a profit. Those operating in small and medium
enterprises account for "more than 90% in most countries" as claimed by Hauge (2010, p. 6), Luca (2013, p. 16).
They are important for the economy because it provides the majority of jobs and for mobilizing financial and
material resources insignificant for large enterprises. They are usually led by entrepreneurs who have formed as
a result of identification of opportunities by them. An entrepreneurial skill of people who starts a business is not
native. They are acquired in long years of experience. To effectively lead their business entrepreneurs need
knowledge management. Training is one way that entrepreneurs can gain the necessary knowledge on economic
development activities in which they are properly engaged. After participating in various training programs,
future manager can use the methods, techniques, management tools. Knowledge and its use is particularly
important as the business environment is more dynamic and uncertain. Performance in such circumstances is not
only about flair and initiative of entrepreneurs. Having become manager, he must continually adapt to new
market requirements, new technologies and the consequences of their application. Therefore he must succeed by
using methods and techniques of management of increasingly mathematical, understand the mechanisms that can
keep the business "on a roll" and decide on the perfect knowledge. Critical point method presented in this study
is a "method of diagnosing the risk". It can be used in the manner of classical mathematics, step by step, or a
modern management tool in the form of computer applications as was done in this paper. The result is the same,
however differs, the speed with which you can get the solution of simulations. Also, the variants of the solution
obtained with this method can be used, for example, in applications to optimize in this way the decision that will
be further substantiated. The presented case found that the solutions offered by the critical point method may
have a high degree of relevance and to fully meet the needs the decision maker.
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FOR CORPORATE ENTREPRENEURSHIP IMPLEMENTATION.
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Abstract. The paper presents an interdisciplinary perspective associating the Systems Engineering (SE) methodology
preponderantly used in aerospace sector with Corporate Entrepreneurship (CE) strategy. In this vision, SE could
represent a key mean to implement CE strategy in order the organizations to systematically recognize or create and
exploit economic opportunities involving mainly spectacular innovations with high uncertainties and high
investments which fulfil new end user/customer needs and even more, new end user communities. With respect to SE,
it is provided an overview on two of the most popular project life cycle models stressing the importance of
verification and validation activities in order to cope with technological complexity and diversification. Furthermore,
the herein article brings an important contribution in the form of an extension of SE mechanism elaborated in
literature in the frame of a Telemedicine case study involving concepts of space technologies. The case study
illustrates how it was carried out a state-of-the-art mobile telemedicine system by SE methodology with the purpose
to fully satisfy the functional and performance requirements of a wide range of end users/customers simultaneously,
mechanism to which is added a new and efficient extension concerning service operational roll-out preparation and
market launch. The SE mechanism extension presented herewith shows the way a successful telemedicine product is
prepared for roll-out and launched on the market as a sustainable telemedicine service.
Keywords: Corporate Entrepreneurship (CE), Systems Engineering (SE), Telemedicine, end users/customers, requirements,
space technologies.
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1. Introduction
Taking into consideration that we are living in a knowledge society (Drucker, 1993) and the economic
competitiveness is continuously increasing due to the rapid technological development and globalization (Vizitiu,
2014; Brătianu, 2011), in what conditions the established organizations which function by cautious and routine
procedures may put into practice innovative ideas towards mature businesses involving high risks and uncertainties
(Kelley, 2011)? In entrepreneurial literature, scholars have provided a strategic solution called Corporate
Entrepreneurship (CE) in order the organizations systematically recognize or create and exploit economic
opportunities (Tanţău, 2008; Ireland et al., 2009) with perspective upon investments, innovations, technological
leadership by means of employees’ proactive, innovative and risk taking behaviour (Zahra et al., 1995).
Although the CE phenomenon has been referred to aspects as intrapreneurship (Pinchot III, 1985, Kuratko et al.,
1990) related to individuals entrepreneurial behaviour, business venturing (Zahra, 1996; Kuratko et al., 2009)
related to creation of new businesses to new or current markets, and/or self-renewal (Guth and Ginsberg, 1990;
Zahra, 1993) concerning creative redeployment of resources for development of new technologies, even nowadays
it has not been yet established a successful implementation solution for this strategy (Thornberry, 2001). However,
in time it has been mentioned that a guaranteed solution to gain CE would consist in creating new markets and
diversifying technological fields by means of breakthrough innovations (Frederiksen and Davies, 2008).
Thus, the present paper indicates Systems Engineering (SE) methodology as a holistic approach for CE
implementation, methodology residing to aerospace sector and having the capability to bring into the light
spectacular innovations in order to satisfy new needs and furthermore, new end users/customers communities.
The herein interdisciplinary SE approach pointed out in implementing CE is defined as “an iterative process of
top-down synthesis, development, and operation of a real-world system that satisfies, in a near optimal manner,
the full range of requirements for the system” (The International Council on Systems Engineering [INCOSE],
2006, p.2.1). More than that, SE encompasses besides the required engineering disciplines in systems
development, also the management of guiding the engineering team efforts, whereas the emphasis is oriented
towards end users’/customers’ requirements and on the infrastructure’s/environment’s limitations where the
proposed system is foreseen to perform (Kossiakoff et al., 2011).
In this context of high technology, but also of stringent end users’/customers’ requirements, environment’s
constraints and amplified technical regulations, the authors Tanţău, Vizitiu and Văleanu (2014) pointed out the
complex Industry of Telemedicine where the products/services implementation, according to the already
mentioned aspects along with the obstacle given by the medical users conservative attitudes in terms of
technology acceptance, could succeed most often only in the cases where the medical actors are involved in all
the implementation phases as local champions.
Taking into account an increased level of difficultness in implementing products/services in Telemedicine
Industry, this paper illustrates besides the SE methodology holistic solution to CE implementation, also a
practical case study from Telemedicine, where successfully it has been developed a mobile telemedicine product
able to satisfy a multitude medical end users’ needs from Emergency and Non-Emergency Medicine (EM & NEM) simultaneously. The telemedicine product implementation mechanism reveals an accurate solution to carry
out complex systems by combining different kind of technologies (i.e. space and terrestrial technologies) in order
to fulfil new needs (i.e. telemedicine activities in remote, infrastructure less and deprived areas), mechanism to
which is added an important extension with respect to operational roll-out preparation and market launch as a
service. Therefore, the herein arguments strength the connection between SE and CE strategy, and more,
explains that the SE implementation mechanism could be generally applied also in other interdisciplinary
domains involving high technological complexity and stringent requirements to satisfy.
2. Systems Engineering (SE) and its connection with Corporate Entrepreneurship (CE)
As identified by The International Council on Systems Engineering (INCOSE), SE methodology was utilised
intensively by The National Aeronautics and Space Administration (NASA) for complex research and development
aerospace projects during 1970s due to its capability of efficiently balancing within stakeholders’ requirements,
technological advance and resources (INCOSE, 2000). Having the capability to develop complex systems in terms
of sets of intricate interrelated components interacting together to satisfy common goals, SE has been being
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continued nowadays to be applied or could be applied also in other fields requiring developments based on varied
technologies and stringent end users/customers’ requirements as robotic surgery, space based applications for
societal needs, automotive industry, solar energy industry and so forth (Vizitiu, 2014; Tanţău et al., 2013).
In this context, SE focuses through an interdisciplinary, concurrent engineering and management process to
carry out end users/customers’ requirements, system specifications, top-level architecture solutions and as well
verification and validation support activities (Müller et al., 2005), all this by using an end user/customer-cantered
perspective where the end users/customers’ needs and requirements understanding and elicitation are of
paramount importance in the foreseen products/services success. (Vizitiu et al., 2013).
In undertaking any type of SE based project it has to be defined the so called project life cycle which
encompasses categorizations of the things to be done in order to accomplish the project outcomes into distinct
stages, separated by control gates which determine at their turn the readiness to pass or not to a subsequent stage
with important benefits in decrease cost and schedule risks, and increase the technical development and quality
in compliance with users/ customers’ needs (NASA, 1995; INCOSE, 2006). As mentioned in ISO/IEC 15288, a
possible general solution to distinguish among the life cycle stages which may overlap or iterate, would be
divided in followings (INCOSE, 2006):
 Concept realization with respect to new business opportunities assessment, end users/customers’ needs
identification, concepts and viable solutions exploration;
 Development in terms of refining system requirements, building, verifying and validating the system at the
functional model/prototype level;
 Production in terms of manufacturing, inspection and testing;
 Utilization corresponding end users/customers system utilization while the system (i.e. product/service)
delivered shall ensure the foreseen effectiveness;
 Support with respect to maintenance or other kind of additional services that enable the delivered system to
be sustainable;
 Disposal for removing the system from the operational environment as planned while it still works at optimal
parameters.
One of the most popular life cycles model in SE is the Vee Model presented in Figure 1, illustrating the activities
residing mainly to concept and development stages, and stressing the importance of continuous validation of the
ongoing development systems with stakeholders’ requirements.
Figure 1. V-Model illustration. Source (Clark, 2013).
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The left side of the Vee underlines the fact that verification and validation plans are developed early in the SE
process in order to determine with accuracy whether the systems will comply with stakeholders’ requirements at
integration phases. Also on the left side from upper left to bottom, the initial specifications are analysed more
and more at lower levels of system models. On the other hand, the right side of Vee from bottom to upper right,
the system items are assembled into products/services according to the specifications elaborated during the left
side of the Vee, while according to verifications and validations foreseen activities, it can be determined whether
the subsystems and the integrated system fulfil the design specifications, stakeholders and environmental
requirements, respectively (Pyster et al., 2012).
With respect to SE connection with CE strategy, through an analysis of their main principles it is revealing the
fact the doctrines of both concepts are fully compatible. Vizitiu, Văleanu and Tanţău (2013) underlined for the
first time the novel connection between SE and CE by comparing the CE strategic objectives with the
expectations of space/space related sector in which projects are carried out almost exclusively by SE
methodology. In this interdisciplinary vision, the authors attested that SE could represent a mean to implement
CE strategy by gaining successfully innovative complex products/services, new business ventures and strategic
renewals.
Hence, in this context some of the most relevant arguments concerning SE connection with CE regards the fact
that CE is based on discovering opportunities and implementing them through innovations, business ventures,
strategic renewals, intrapreneurship, by involving high risks, large investments on long term, while SE process
creates opportunities to be pursued by finding out new needs and even new user communities to be fulfilled,
implements new businesses on new markets by diversifying technologies and spectacular innovations, foster
employees innovative behaviours by its multidisciplinary and concurrent nature, brings strategic alliances among
the industrial entities and sometimes involving research academic institutions due to need to achieve a high level
of complexity.
3. Telemedicine Case Study
Telemedicine is defined as involving “the use of electronic communications and information technologies to
provide clinical services when participants are at different locations” (The American Telemedicine Association
[ATA], 2006, p.3), with practical benefits both in EM and N-EM fields due to its capability of enabling medical
actors to undertake rapid and correct actions in diagnostics and therapeutics (Vizitiu et al., 2013).
Tanţău, Vizitiu and Văleanu (2014) have provided in a study the successfully way it was carried out a state-of-theart mobile telemedicine system called Portable Telemedicine Workstation (PTW) by means of SE methodology in
the frame of an European Space Agency (ESA) Project. The telemedicine system targeted to fully satisfy the
functional and performance requirements of a wide range of end users/customers simultaneously, taking into
consideration the stringent general requirements and competition in the Telemedicine Industry.
The elaborated study regarded a specific information treatment chain encompassing two sets of qualitative
researches, and it can be presented in Figure 2, along with an extension elaborated within the current paper (i.e.
service operational roll-out preparation & market launch).
Thus, the triggering idea regarded the combination of terrestrial and space technologies (i.e. satellite
communication and navigation) in order to fulfil new end users/customers’ needs, namely enabling medical
actors to undertake telemedicine activities also in remote, inaccessible-by-vehicle areas, where terrestrial mobile
telephony infrastructures are un(under)developed, or even damaged. The idea was validated through a first set of
information undertaken by means of interviews, whereby the roles and activities of the interviewed medical
actors were also identified and which subsequently conducted to end users classification.
The process continued with determining end users’ technological means in use along with weaknesses and
usability target for the proposed telemedicine product. This information was gathered by means of participant
observation in the users’ specific scenarios, labelled as “use cases”. Based on use cases, developers succeeded in
elaborating end user requirements and verifying in meetings with stakeholders involved. After the technical
architecture and high level system specifications were outlined, the process passed to technical feasibility, where
the system requirements considered critical for the system specificity were validated through tests together with
end users.
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Figure 2. The extended SE based implementation mechanism. Adapted from (Tanţău et al., 2014).
Triggering Idea: specific tech use e.g. satellite
communication & navigation for certain field
e.g.Telemedicine field .

Failure
NO
Idea VALIDATION

End Users Identification

YES
End UsersClassification

NO

Use Cases

Requirements
VERIFICATION

End User Requirements
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YES
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VALIDATION
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YES
Prototype Development
Ph
DEMO Utilisation
Tests
VALIDATION

NO

Operational
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YES
YES

NO
DEMO
VALIDADTION

MARKET LAUNCH

The second part of SE mechanism (i.e. Operational roll-out Preparation and market launch) presented here
represents an extension of SE mechanism elaborated by Tanţău, Vizitiu and Văleanu in 2014.
Thus, after validating the technical feasibility by means of proof-of-concept, it is pursued the prototype phase
whereby one or more foreseen product samples are built in order to validate in-house all the technical
specifications including ergonomic aspects together with the targeted end-users/customers.
In order to have an optimal operational roll-out preparation, a demonstration utilization phase has to be
undertaken by the developer together with the established end-users in order to obtain their validation with
respect to the real benefits of the foreseen service based on the telemedicine product. The demonstration
utilization shall consist in user trials of the planned telemedicine service in operational like scenarios and within
end users specific operational environments. Throughout the demo phase, the user feedbacks shall be collected in
order to have a comprehensive analysis of the tangible/intangible benefits brought by the proposed service, and
in the same time to sustain the demo utilization validation process by both end users and developer.
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After operational roll-out preparation, the market launch is triggered involving the business plan of the proposed
mobile telemedicine based service and its implementation in real conditions at the established end users.
4. Conclusions
The herein study foster the vision of Tanţău, Vizitiu and Văleanu (2014) whereby CE strategy could be
interdisciplinary implemented by the SE complex methodology. Furthermore, besides the SE functional
principles illustration, the SE based mechanism illustrated by Tanţău et al. (2014) is extended in this paper in the
frame of SE perspective till the foreseen mobile telemedicine product in the form of a telemedicine service
reaches successfully the operational roll-out phase.
The SE mechanism resulted in this paper represents a coherent and cursive algorithm feasible not merely in
Telemedicine industry as it is shown, but also in any field involving stringent user requirements and technical
complexity, all this for obtaining competitive sustainable advantage in regards to the fierce competition.
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Abstract. This paper proposes combining the principles of Lean strategy with the principles of Agile strategy,
resulting a new strategy named Leagile strategy. This strategy is adapted to supply chain management for the
producers from automotive industry in Romania. The work paper includes theoretical aspects of the logistics and
supply chain management, and a case study from automotive industry.
Keywords: Corporate Entrepreneurship (CE), Systems Engineering (SE), Telemedicine, end users/customers, requirements,
space technologies.
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1. Introduction
In the last years, logistics developed becoming a key function within any enterprise. Any company - from
production or distribution sector - needs an integrated logistics system, for a better position on the market.
Today, we face the problem of more limited resources while consumer needs are growing and diversifying. No
company can no longer afford to produce goods that are not sold due to lack of interest or because they are
outdated. So, there is an urgent need to keep contact with the market, with the consumer and what he wants. The
supreme condition to remain competitive is to have access to information. The information has to come from the
market, to reflect customer requirements, to be collected into an integrated logistics system which is able to
deliver accurate and useful data. The information must flow in both directions: client - producer - supplier and
back. In many cases, a minor problem in a supplier activity grew along the supply chain distribution, causing real
disasters for the client. This is a fact increasingly difficult to accept on the market, where the customer plays the
most important role.
In Romania, the new trends in industrial logistics organization appeared with the transfer of technology and
production capacities from abroad. In this context, the present paperwork aims to show how logistics strategies
such Lean, Agile, Leagile can be adapted to supply chain management for industrial producers in Romania.
We need to explain that in this paper the information and case studies collected from the manufacturers of the
automotive industry in Romania will be presented as examples of situations without precise reference to certain
companies in the industry.
The case studies have as inputs the following changes in customer behaviour:
 Orders are not stable, they suffer many quantitative changes in a relatively short period; also it happens to
renounce on short-term orders for certain components in favour of other components. The idea of imposing a
"frozen schedule" is less and less accepted by customers.
 Orders are not levelled – in orders evolution there are recorded peaks, impossible to honour during that
period of time and periods of relatively small orders. This leads to the situation of failing behind with the
client order, which leads to discontent.
 Customers require smaller delivery terms, which requires better organization of procurement and production
planning, technological improvements, so that the production time for components can be significantly
reduced.
This behaviour is not specific to industrial customers, in terms of a stable economy. Given the current situation,
however, and considering the competition on the market, it requires rethinking logistics strategy for many
producers in the automotive industry to meet the customer needs and ensure their satisfaction.
2. Agile Logistics –the next step after Lean Logistics
Agility means using market knowledge and a virtual corporation to exploit profitable opportunities in a volatile
market place. Leanness means developing a value stream to eliminate waste, including time, and to ensure a
level schedule (Naim et al., 1999).
The term Agile Manufacturing appeared in the literature in the last years. This term, as a business concept has
its origin in flexible manufacturing systems (FMS). Initially it was thought that production flexibility is achieved
through automation that allows a quick change (reduced time transformation) and thus a shorter reaction time to
changes in product mix or volume (Mullens, 2004). Subsequently, the idea of manufacturing flexibility was
extended to a business concept (Nagel and Dove, 1991 cited in Christopher and Towill: 2000): the concept of
agility as organizational orientation.
The term "agile manufacturing" refers to a manufacturing philosophy focused on adopting flexible
manufacturing practices to meet customer requirements. Agile Manufacturing has emerged as a reaction to Lean
Manufacturing. The term differs by the focus on customer satisfaction, without quality sacrifices or additional
costs. Agile manufacturing is based on the idea of virtual organizations and aims to develop flexible short-term
relationships with suppliers. Inventory control is considered less important than customer satisfaction, and the
indices measuring customer satisfaction becomes more important than indices measuring results. Agile
Manufacturing requires adaptable, innovative and responsible personnel (Ilieş, 2006).
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Agile manufacturing is a term applied to an organization that has created the processes, tools and knowledge that
enable a quick response to customer needs and to changes in the market and allow at the same time, cost control
and quality control.
Agile manufacturing is seen as the next step after Lean, in the evolution of production methods. Adopting Agile
strategy doesn’t involves quitting Lean strategy. These two strategies can be combined. According to Martin
Christopher, when companies must decide their production strategy, they should start from the customer order
cycle (COC) and the time required for supply and production (Christopher, 1997). If the providers supply time is
short supply, Lean strategy is possible. If COC is short, the Agile model is preferable.
Goldman, Nagel and Preiss (1995) suggest that agility has four basic components:
1. value - adding;
2. availability for change;
3. valorification of human knowledge and skills;
4. creation of virtual partnerships.
The first three components are found in Lean manufacturing.
The main difference between Lean and Agile paradigms consists in the issues by which the company is gaining
the market and orders from potential customers. For Lean paradigm, this refers to the cost, for Agile paradigm it
refers to the product availability. "Agile" supply chains must be sensitive to market changes, so agile. This
means that losses definition will be a different from the case of Lean system (Christopher and Towill, 2000).
Hill (1993) developed the concept of attributes through which a company can compete on the market ("order
qualifiers") and attributes through which the company can gain market orders ("order winners"). According to
these attributes the company should choose the production strategy.
According to M. Christopher, today the competition is not between the companies, but between supply chains.
Hill's concept can be extended to the supply chain level, defining the terms "market qualifiers" and "market
winners." Based on these concepts, it will be chosen the proper strategy for the supply chain.
Figure 1. The matrix „market winners” - “market qualifiers” for Agile supply versus Lean supply

Both paradigms involve a high level of product quality. In both cases it is important that the lead time (the time
between placing the order by the customer and delivering the finished product) to be as small as it can. A little
lead time assure the agility. On the other hand, in Lean strategy, a high lead time means lost time.
The essence of the difference between Agile and Lean is the added value offered by each of them. In Lean
strategy the cost is essential, translated as a low price for the client. In Agile strategy, it is essential the serving
level of the customer, so the product availability.
The major problem for many supply chains is the lack of visibility for the real demand on the market. These
supply chains form stocks in various processing stages and tend to produce according the sales forecasts and not
by concrete demand, meaning real orders. This is, in fact, the operation mode of Lean strategy.
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2. Differences between production planning according to Lean principles and Agile principles
The following model is an operation planning with the lowest capacity, according to Lean and Agile principles,
to highlight some differences between them. Planning was done for a particular month of the year (for example
July 2013), starting from real orders received from the client [1].1
Production capacities have been calculated starting from tact time set for processing each component, given the
planned efficiency of the equipment usage and the number of shifts worked in a given month of the year – e.g.
July 2013. So, we have the following capacity, expressed in number of pieces:
Table 1. The capacity of turnability in July 2013

The following table shows the situation of orders received from the client for July 2013.
Table 2. The situation of orders in July 2013

In order to achieve a correct production planning, we must consider both the stock of finished parts from the
warehouse, and the stock of intermediate storage elements, respectively WIP. The stock of finished goods is
taken from SAP. The stock of intermediate goods and production elements in progress will be physically
inventoried.
Following these steps, we obtain the following table, which will be the basis for planning:
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Table 3. Situation of components in July, minus stocks from expedition warehouse and intermediate warehouse (WIP)

In the last column (6) we have introduced a formula by which to the values in column 5 is added a 1%. The
result is rounded to 3, meaning 4 positions before the comma.

a. Orders’ planning using Lean Strategy
Generally, in normal market conditions (like before the crisis), the orders are relatively constant and "level" on
the whole month.
Table 4. Order distribution by weeks (july) – LEAN

In these conditions, the planning will be as in the following table:
Table 5. Order planning – July – LEAN
Reper 1
720.000

Strung 3

Strung 10

Strung 13

Reper 2
420.000

Reper 10
85.000

Reper 6

Reper 7

Reper 14

Reper 15

825.000

220.000

16.000

256.000

Reper 4
475.000

Reper 10
800.000

Total

Capacitate

1.225.000

1.335.000

1.317.000

1.335.000

1.275.000

1.335.000
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Strung 1

Reper 3
1.470.000

Reper 12
350.000

1.820.000

1.869.000

Strung 5

Reper 9
1.340.000

Reper 12
460.000

1.800.000

1.869.000

Strung 2

Reper 5
1.165.000

Reper 8
554.000

1.719.000

1.869.000

Strung 4

Reper 8
1.366.000

Reper 11
420.000

1.786.000

1.869.000

Strung 6

Reper 11
1.800.000

1.800.000

1.869.000

Strung 9

Reper 16
1.710.000

1.710.000

1.869.000

Strung 11

Reper 16
1.400.000

Reper 13
350.000

1.750.000

1.869.000

Strung 7

Reper 16
400.000

Reper 13
1.365.000

1.765.000

1.869.000

1.720.000

1.869.000

1.667.000

1.869.000

Reper 13
1.720.000

Strung 8

Strung 12

Reper 13
445.000

Reper 17
177.000

Reper 11

Reper 16

115.000

930.000

21.354.000
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22.695.000

Lean strategy suppose a linear production planning, components changes being relatively small compared with
Agile strategy.

b. Orders’ planning using Agile Strategy
In these conditions, the orders from the client no longer appear as for Lean strategy. There are differences
between the amounts ordered per week.
The situation is described in the following table.
Table 6. Order distribution by weeks (July 2013) – AGILE

Supposing we choose a decoupling point for Leagile strategy after the acquisition of raw materials (so before
starting production), we consider this being the Agile planning.
The planning looks as in Table 7: Orders planning (July) – AGILE.
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Agile strategy involves a better reaction to customer requests, translated by more frequent changes of planned
parts on equipment. These changes are generating costs, so it result that Agile strategy involves a higher cost of
production than Lean strategy.
Meanwhile, using on long-term the Agile strategy, the stocks level of production will be lower than in the Lean
strategy. In the above example we started from the same stock and order situation, the only difference being the
orders distribution by weeks.
Table 7. Orders planning (July) – AGILE
Strung 3

Strung 10

Strung 13

Strung 1

Reper 1

Total

Capacitate

1.225.000

1.335.000

1.317.000

1.335.000

1.275.000

1.335.000

1.820.000

1.869.000

1.800.000

1.869.000

Reper 5
580.000

1.719.000

1.869.000

Reper 11
420.000

1.786.000

1.869.000

Reper 1
470.000

250.000

Reper 2
420.000

Reper 6

Reper 14

Reper 6

Reper 7

Reper 15

415.000

16.000

410.000

220.000

256.000

Reper 4
275.000
Reper 3
200.000

Strung 5

Reper 12
460.000

Strung 2

Reper 5
585.000

Reper 10
85.000

Reper 10
800.000

Reper 4

Reper 3
1.270.000

Reper 12

200.000

350.000
Reper 9
1.340.000

Reper 8
554.000

Reper 8
1.366.000

Strung 4

Strung 6

Reper 11
1.800.000

1.800.000

1.869.000

Strung 9

Reper 16
1.710.000

1.710.000

1.869.000

1.750.000

1.869.000

1.765.000

1.869.000

1.720.000

1.869.000

1.667.000

1.869.000

Strung 7

350.000

Reper 16
400.000

Reper 13
1.365.000
Reper 13
1.720.000

Strung 8

Strung 12

Reper 13

Reper 16
1.400.000

Strung 11

Reper 13

Reper 11

445.000

115.000

Reper 16
930.000

Reper 17
177.000

21.354.000

22.695.000

3. Stock management in Leagile strategy
In order to combine Lean and Agile strategies and more effectively manage the inventory, it must be chosen
carefully the decoupling point, depending on the specifics of each business segment and the chosen strategy. At
this point the concrete market requirements ("pull") meet the stocks formed in supply chain ("PUSH").
Starting from Figure 1, the activity segments of a manufacturer from automotive industry can choose between:
"Make to Order" and "Assemble to Order".
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Figure 2. Positioning the cutting-point along the supply – chain

Source: Hildenbrand, 2008.

Activity segments dominated by manufacturing operations will opt to stock the raw material, this stock allowing
reacting in an agile way to customer requirements.
Activity segments in which different components are assembled into finished pieces will opt to stock raw
materials, intermediate elements and components for assembly, to produce certain intermediate elements in order
to begin assembling, once received the order from the client.
Adopting such a strategy will decrease the stock value by moving them from the intermediate good stage closer
to the raw material stage. In Lean strategy currently practiced, to each operation there is a minimum stock that
ensure the production fluency. As parts are closer to the finished good stage, the more expensive they are, and
such parts stock has a higher value than if the pieces would have remained in deposit as raw materials.
Generally, Agile strategy leads to lower levels of inventory than Lean strategy, while production costs are
higher applying Agile strategy.
Reduce or eliminate stocks of intermediate goods from the route involves a short time for components crossing
through production (Throughput Time). This time depends largely on the condition of the equipment and staff
availability at that time.
For components normally ordered in large quantities, it can be chosen to maintain stocks at very low level, for
providing a continuous flow and an efficient use of capacity.
4. Conclusions
This paper aimed to find logistics solutions as supply chain management strategies adapted to industrial
producers in Romania.
The case study results are presented below:
Lean strategy is based on reducing the total cost of goods production, eliminating all "losses", all activities that
do not add value to the product. It pays special attention to product quality, equipment maintenance to avoid
"wasting time" (caused by unplanned stationary) and Just-In-Time production, supported by a close and lasting
relationship with suppliers. This relationship means zero stock of raw material to the producer.
In the case study presented here, involving companies from automotive industry, although relations with
suppliers are long lasting, the distance makes the "Just-In-Time" supply difficult, but no impossible. But until
solving this problem, it works with stocks of raw materials and minimum stock route. Given the large fluctuation
of orders, meaning many changes to the short-term (even a week) for the quantities ordered and delivery time,
minimum stocks of the route are difficult to control. In addition, the organization of production activity makes
difficult tracking production and possibly redirecting it.
Regarding the time between placing the order and components delivery to the customer, Lean strategy will
record the shortest time, only if it is produced in advance, based on market forecasts, and not based on order. The
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research had shown that many producers from of automotive industry in Romania only start production when
they have the order from the client, not based on forecasts. So, the time between placing the order and the
delivery depends on production time and the agility of production planning and organizing.
Proposing a combined strategy, Lean and Agile, we watched the transfer of minimum stock of intermediate
goods from production closer to the raw material stage (for segments with assembling activity), and to the raw
material stage for production-oriented segments. The motivation is that the product will be more expensive if is
closer to finished good stage. A raw material stock right sized will allow the segment to start production as soon
as he got the order from the customer. That way, the company inventory levels will decrease and reaction
speed will increase with the increasing production flexibility.
The proposal to reorganize the production, meaning the introduction of intermediary storage after each
processing stage aims to reduce the time required for production (from acquisition of raw materials from
central warehouse to the delivery of the finished good in the shipping warehouse) and increased production
flexibility by directing the components to emergency orders.
Regarding the costs of each strategy can be stated: the total cost (raw material acquisition costs, production costs,
logistics costs) will be lower for Lean strategy. However, if the Lean strategy means production based on
forecasting, the lowest cost of production will be achieved using Agile strategy, because it is produced only what
is ordered. Meanwhile, Agile strategy involves high transport costs because it will deliver more frequently and in
smaller quantities, increasing the number of transportation.
(1)

Although the data is real, we are not allowed to specify the name of the analyzed company, so we will refer to
the company as ABC Company.
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Abstract. This paper investigates the relation between board demographics and corporate diversification. For a long
time it was believed that board attributes can contribute to the strategy decision process; however how this
contribution was made is still unclear for many researchers. Our study strives to clarify the connection between
several types of board demographics, like size, age, female representation, CEO-duality, and non-executives and
corporate diversification strategy. Our results are consistent with other studies performed abroad and in the same
time offer new theoretical and managerial perspectives on the issues analyzed.
Keywords: board size, board age, female representation, CEO-duality, corporate diversification.

288

Ovidiu-Niculae Bordean, Anca Borza, Zenovia Cristiana Pop

1. Introduction
The link between boards’ characteristics and the strategy process has been a highly debated topic in the corporate
governance literature around the world. While the number of scholars interested in this topic is increasing, there
is a lack of consensus about how board members influence the strategic direction of the companies. However,
boards’ engagement in strategy process may be defined through the following approaches (Pugliese et al., 2009,
p. 295): (1) the input-output approach, which assumes that there is a link between the board composition and the
strategic outcomes, such as diversification, innovation, mergers and acquisitions; (2) the relationship approach,
according to which boards participate in various phases of strategic decision making through an interaction with
Top Management teams (TMTs); and (3) the continuum approach, which postulates a connection between board
composition and its impact on the general strategy as it results from the involvement in developing the mission,
establishing long-term objectives, allocating resources, etc.
The paper seeks to investigate the relation between board demographics and strategic orientation through an
empirical study on some of major listed companies in Romania, drawing on the first approach defined earlier.
This study contributes to both corporate strategy and corporate governance literature by addressing several
questions:
(1) What types of corporate strategies are most frequently implemented within the Romanian listed companies?
(2) What are boards’ demographic drivers of corporate diversification in Romanian listed companies?
The paper is organized as follows. After the introduction, the theoretical background is being set with a concise
review of the most notable aspects on board demographics and diversification based on a company related
characteristics approach. Next, the research methodology is described with an emphasis on the variable
measurements and hypothesis development. The paper concludes with discussions about the empirical findings
and implications for future research opportunities on diversification strategy.
2. Literature review
2.1. Board demographics
The corporate governance literature identifies four sets of board attributes (Korac-Kakabadse et al., 2001, p. 25):
demographics, cognitive, structure and process. Board demographics refer to size of the board and the mix of
different director’s demographics (age, executives/non-executives, male/female, CEO-duality). Board cognitive
characteristics encompass director’s backgrounds, such as director’s experience; tenure; functional background;
independence; stock ownership (Zahra and Pearce, 1989). Board structure covers board organization; the role of
subsidiary boards in holding companies; board committees; the formal independence of one-tier and two-tier
boards; the leadership of boards and the flow of information between board structures. Board process refers to
decision-making activities; styles of board; the frequency and length of board meetings; the formality of board
proceedings and board culture on evaluation of director’s performance.
2.2. Corporate diversification
Even though there had been numerous attempts to define corporate diversification scholars are still debating on
the best way to approach the concept. We had selected Pitts and Hopkins (1982) definition as it is concise and
encapsulates the essence of the term. According to them, corporate diversification is the extent to which a firm is
simultaneously active in distinct businesses (Pitts and Hopkins, 1982).
The strategic management literature distinguishes between related and unrelated diversification. A company
pursuing the related diversification will enlarge its businesses with activities that draw on similar resources and
capabilities that it posses; whereas a company implementing unrelated diversification will need to consider new
and different resources that the one that it already has in order to expand in different business units. Several
studies in the past investigated which type of diversification (related or unrelated) is more efficient. Companies
that diversify into related product-markets may obtain higher returns than those which diversify into unrelated
product-markets and those that are less diversified will perform better than those that are diversified (Christensen
and Montgomery 1981; Rumelt, 1974). There are also proponents of unrelated diversification who argue that this
type of strategy may also lead to superior performance (Datta et al., 1981). Unrelated diversification provides the
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opportunity to change to industries that are more profitable. In addition, when the company’s primary business is
located in a highly fluctuated industry, it can reduce its risk by diversifying into unrelated businesses.
3. Research methodology
3.1. Sample
For our study we had used data from 59 publicly traded Romanian companies listed on the Bucharest Stock
Exchange (BSE). Sample companies are categorized into one the following industries: manufacturing,
pharmaceuticals, bank and insurance services, and retail. Data for this study was collected from the following
sources: Annual Reports and Board of Directors Reports.
3.2. Measurement
Corporate diversification is treated as a dependent variable within this study, whereas board size, age, female
representation, CEO-duality and non-executive directors are the independent variables. Table 1 summarizes the
variables and the measurements from our survey.
Table 1. Variable construct and measurement
Variables
Independent

SIZE
AGE
FEM_REPREZ
CEO_DUALITY
NON_EXEC

Dependent

DIVERS_STRATEG

Measurement
Total number of employees that a company has
Average age of directors sitting on a board
Ratio between number of women sitting on the board of directors and the total number of directors
Measured as a dummy variable, 1=if the CEO is the president of board and 0=if the CEO is not also the
president of the board
Ratio between the number of directors that do not have executive roles and the total number of
directors
Ratio between the revenues of the largest product-market activity and total revenues

We used Rumet’s approach on measuring corporate diversification as this was easier for us to use taking into
consideration the availability of data needed for construction the variable. We used Rumelt’s (1974)
specialization ratio (SR) which allowed us to classify firms into three classes based on the degree of
specialization/diversification. Hence, we classified companies into the following three categories: (1) single
product firms or undiversified with SR ≥ 0.95 (these are pursuing the specialization strategy); (2) moderately
diversified companies with SR values between 0.95 ˂ SR ≤ 0.7; (3) the highly diversified category of companies
which SR ˂0.7. Operationally, the SR is computed as a ratio of the company’s annual revenues from its largest
product-market activity to its total revenues.
3.3 Hypothesis development
Boards became bigger with time and now they include more outside directors that they used to do in the past
(Rindova, 1999). Board size is used especially in quantitative studies being a variable easy to compute from
archival sources and secondary data. The research undertaken so far had found no significant (Ogbechie et al.,
2009), positive (Fiegener, 2005) or negative (Goodstein et al., 1994) association between board size and
different strategic involvement measures. We expect to find a positive correlation between the size of the boards
and the diversification strategy, thus we propose the following hypothesis:
H1: The size of the boards has a positive influence on the diversification strategy (moderate and high
diversification).
Board’s age is an indicator of accumulated knowledge and experience (Carroll and Harrison, 1998). Companies
with more experience may decide to involve in several activities and pursue a diversification strategy. Thus, we
propose the following hypotheses:
H2: Boards’ age is positively associated to corporate diversification (moderate and high diversification).
The subject of women in boards has been growing rapidly in the past years. Scholars manifested a preference for
studying female representation within boards as it is the most easy distinguished demographic characteristic
compared to age, nationality, size (Luckerath-Rovers, 2011). Undoubtedly, there are much more benefits for
companies that engage women in boards. In regard to this variable, we propose the following hypothesis:
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H3: Female representation will positively influence the corporate diversification strategy (moderate and high
diversification).
CEO duality or board leadership refers to way in which power is distributed among board members. CEO duality
exists when the same person holds both the position of CEO and Chairmen of the board. A separation of roles is
supported by agency theorists who argue in favor of having two people in charge of the management of the
company and of the management of the board, respectively. According to them, this will lead to better
performance and will contribute to the avoidance of “conflict of interests”. Ruigrok et al. (2006) found that there
is a negative association between CEO duality and boards’ strategic involvement and argue that the more
powerful is the CEO the more he will try to set the agenda of the board meetings. The fourth hypothesis is:
H4: CEO duality has a negative influence on corporate diversification (moderate and high diversification).
Non-executives directors are not in charge with the management of the company. Unlike size, the number of
non-executives is considered to have a greater influence on strategy. Empirical research unveils inconclusive
results about board’s non-executive members and board’s engagement in strategy. We expect to find a negative
association between these two variables:
H5: The ratio of non-executives is negatively associated to corporate diversification (moderate and high
diversification).
4. Findings and discussions
Table 2 presents a summary of the descriptive statistics for the independent variables. The boards that are part of
our sample range from 2 directors and go up to 11 directors. In the literature these are considered big boards. The
average age of those sitting in the boards is around 50 years; the youngest board of directors has an average age
of 40 years, whereas the oldest board of directors has an average age of 64 years. We had boards that had no
women among the directors, while the mean of non-executives was around 85%.
Table 2. Descriptive statistics for the independent variables
Independent Variables
Min
Max
SIZE
2.00
11.00
AGE
39.60
64.20
FEM_REPREZ
.00
.60
CEO_DUALITY
.00
1.00
NON_EXEC
.20
1.00

Mean
4.9661
50.8359
.1339
.4068
.8461

Std. deviation
1.83797
6.29502
.16980
.49545
.19108

Figure 1 highlights the three types of diversification as this strategy is performed by the sample companies.
Almost half of the companies that we have analyzed are performing an undiversified strategy, whereas the rest
are involved in moderate and high diversification.
Figure 1. Corporate diversification within the sample

In order to test our hypothesis we used the SPSS software. After we have coded all the data that we gathered
from the Annual Reports we have undergone some statistical analysis. The main analysis used in our study was
Pearson correlation which was implied for all three typed of corporate diversification; the results of this analysis
are presented in Tables 3, 4 and 5.
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Table 3. Correlation between the independent variables and the undiversified strategy (N=25)
1. SIZE
2. AGE
3. FEM_REPREZ
4. CEO_DUALITY
5. NON_EXEC
6. Undiversified Str.

1.
1.000
.018
.001
.430*
-.025
-.159

2.

3.

4.

5.

6.

1.000
.151
-.021
.000
.210

1.000
.172
-.080
.144

1.000
-.437*
.183

1.000
-.115

1.000

* Correlation is significant at the 0.05 level (2-tailed).

According to Pearson correlation analysis, there are three variables that are positively associated to the
undiversified strategy: age, female representation and CEO duality; the other two variables, board size and nonexecutive members appeared to correlate negatively with this first type of strategy. However, the correlation
among the independent and the dependent variable are very weak; thus we cannot draw any conclusions about
the relation between these variables. Instead, we have found significant correlations among other variables. For
example, we found that the average age of the board will positively influence the decision of having one person
to serve as both CEO and president of the board. Another significant correlation was found between CEO duality
and the non-executive members. It appears that boards with people that act as CEO and presidents of the boards
will be in favor of higher number of non-executives within their boards.
Table 4. Correlation between the independent variables and the moderate diversification (N=16)
1. SIZE
2. AGE
3. FEM_REPREZ
4. CEO_DUALITY
5. NON_EXEC
6. Moderate Diversif. Str.

1.
1.000
.192
-.331
.339
-.297
-.236

2.

3.

4.

5.

6.

1.000
-.274
.105
-.217
-.144

1.000
.045
.141
-.222

1.000
-.592*
-.386

1.000
-.087

1.000

* Correlation is significant at the 0.05 level (2-tailed).

According to the results presented in Table 4, there is a negative correlation between all board demographics and
the moderate diversification strategy. Unfortunately these results cannot be supported as we were not able to find
statistical significant relations among the variables. However, we found that even for those companies that are
performing the moderate diversification strategy, CEO duality is negatively associated to non-executive directors
(- 0.592).
Table 5. Correlation between the independent variables and the high diversification (N=18)
1. SIZE
2. AGE
3. FEM_REPREZ
4. CEO_DUALITY
5. NON_EXEC
6. High Diversif. Str.

1.
1.000
-.056
-.046
-.266
.012
.554*

2.

3.

4.

5.

6.

1.000
-.224
.449
-.190
.283

1.000
.008
.044
.045

1.000
-.707**
.089

1.000
.009

1.000

* Correlation is significant at the 0.05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed).

When we have conducted tests for analyzing the association between board demographics and higher levels of
strategy diversification we were able to find that there is one demographic attribute of the Romanian board that
correlates positively to corporate diversification and that is the size of board. This result could be explained by
referring to previous studies undertaken on this matter. Galbraith (1973), for example, argued that an increased
number of business units put pressure on the information processing capacity at the top of the company. This
translates into a need of increasing the capacity to handle more information that could be achieved either by
increasing the number of members who serve in the boards or by increasing their knowledge capacity.
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5. Conclusions
The results of our study allowed us to conclude that only one hypothesis formulated is supported. Even though,
our survey has proved to offer some valuable insights into the decision of corporate diversification at both
theoretical and managerial level. According to our results size can be an important element in companies’
decision to diversify. Moreover, the number of directors sitting on the board is perceived as determinant for
diversification. Bigger boards may benefit of more people who may be better prepaid and more willing to take
on some risks associated to diversification.
Another major finding in our study refers to the relation between two demographic variables, namely CEO
duality and non-executive members. It appears that for all the companies in the sample, no matter what type of
corporate diversification are performing there is a strong negative relation between these two variables. A CEO
which also acts as president of board of directors will want to have fewer non-executive directors within the
boards so he could impose its vision in regard to the future of the company. In the same time, we are all aware of
the limitations of our study that are due to the reduced number of companies within the sample and also to the
construct of variables. These limitations may be overcome when including a higher number of companies in the
sample and considering other forms for measuring both dependent and independent variables. For example,
diversification can be measured through the Herfindahl index or through Entropy index.
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Abstract. The lean management is doing more with less by employing “lean thinking.” It involves never ending
efforts to eliminate or reduce wastes in design, manufacturing, distribution, and customer service processes. This
paper aims to develop a tool that help companies to identify the wastes present in their strategies and give a priority
to different issues identified. Moreover this study, by an explanatory study, aims to measure the results of the
application of these tools in the marketing strategies in a sample of 12 SMEs. The main results are that the
companies involved in the project have a positive verdict on the model. In particular, the companies say that the
model helps to identify more quickly which tools use to improve the level of customer satisfaction. It is easy to use
and it can be used by all employees. Above all the model increases the level of knowledge of customers and their
needs.
Keywords: board size, board age, female representation, CEO-duality, corporate diversification.
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1. Introduction to lean thinking
Competitive pressure, and the necessity to respond faster to an increasingly global and changing market, has
brought about the need for a new approach to company flexibility. As defined in numerous studies published in
literature, flexibility reflects the capacity of a system to respond adequately and quickly to changes that are either
within or outside of a system. (Upton, 1994; Gupta and Buzacott, 1996). Authors such as Naylor have underlined
the need for businesses to develop strategies that make them more agile and lean, in other words free of all nonvalue adding activities that are identified as waste (Naylor et al., 1997).
Ever since the first practical application at Toyota, numerous studies have been published on how these methods
can be used not only in a manufacturing context, but also in design and innovation (Chen and Taylor, 2009).
Until now, however, there are only few references for assessing the applicability of the basic concepts of lean
thinking to marketing. Following analysis of the literature, a model is proposed here for framing the concept of
waste (muda) - as defined in lean philosophy, and scientifically recognized in the fields of manufacturing, design
and innovation - within a marketing context.
Lean manufacturing aims to reducing and where possible eliminating waste (muda), irregularity of processes
(mura) and work that is too difficult (muri) (Ohno, 1988). The basic elements of lean are very simple, and
involve providing customers the highest service or product quality at the lowest possible cost, by eliminating or
reducing everything that does not add value (Liker, 2004; Womack et al., 1990) . Some authors claim that lean
manufacturing has given rise to a new management paradigm, resulting in the proposal of alternative ways to
manage variability and complexity based on completely different principles from those that make up more rigid
Western models. “Lean should be seen as a direction, rather than as a state to be reached after a certain time”;
lean is thus a philosophy (Bhasin and Burcher, 2006). As the more people who buy into the belief, the more
improvements are feasible and the implementation process is facilitated (Karlson and Ahlstrom, 1996).
2. Lean in marketing context
Ohno claims that the system applied by Toyota is not simply a “production system”, but rather an entire business
philosophy. Numerous applications of lean philosophy in various company departments are described in
literature: lean manufacturing, lean product development (Mascitelli, 2007), lean accounting (Maskell et al.,
2011; Van Der Merwe and Thomson, 2007), lean development (Schipper and Swets, 2009; Ward, 2007).
Nonetheless, there are no many studies on the application of lean concepts to marketing. Through examination of
the literature, and starting from the model of 7 wastes used in all the contexts, this paper intends to provide one
possible model for apply the concept of waste to marketing activities or procedures that can be considered as
non-value adding.
Lowry (2003), for example, highlights how some statistics show that marketing costs account for between 40%
and 60% of a good’s selling price. In response to this claim, Lowry focuses on the need to manage marketing
activities so as to make them more efficient. This raises the question: “If we can implement a waste reduction
process in production, why can’t we apply a similar process to marketing?”.
In his article, Lowry states the need to discuss and analyse “Lean Marketing”, creating parallels between the five
principles of lean thinking and marketing mix. Jenkins and Gregory (2003), on the other hand, propose a
different classification of waste concentrated on the costs of communication and promotion, while they do not
look at the costs of new product development or distribution.
3. Wastes in lean marketing: a proposed model
In this paper we propose an application of the Ohno’s model and his seven wastes in the marketing field. In
accord with Gibson et al (2012) we extend Ohno’s wastes to include an eight one. In Liker’s (2004) famous book
centered on what he calls The Toyota Way, unused employee creativity was presented as an eight waste with the
purpose of capturing soft aspects like lost ideas, unused employee skills, failure to engage in learning
opportunities or not listening to other people’s opinions.
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Table 1. Wastes considered within a marketing context
Muda by Ohno
Over-production
Inventory
Waiting
Over-processing
Transportation
Motion
Defects
Talent and Creativity

Wastes in marketing
Information, materials or functions that exceed what is actually needed.
No or incorrect demand forecasting. Excess unsold products or stockouts.
Service provision or distribution times exceed what the customer requires.
Complex procedures in delivering value to customers.
Logistics systems are poorly integrated and inefficient
Products or services have low levels of usability and accessibility
Defects create costs of non-quality
Failure to use people’s talents, skills and capabilities.

1 Over-production
Over-production occurs when there is a deviation between what an organisation provides in terms of documents,
information, materials or functions, and what the market effectively needs. A function introduced on an
electronic device that is not used or not needed is waste, because that function is the result of a research and
development process, and required a team of technical personnel to design and implement, thus generating
unnecessary costs. If there is no demand for a function, document or material included with a device, then it will
never become a distinctive feature to help sway customers in the decision-making process.
2 Inventory
Inventory represents the result of excess production compared to actual market demand. Sales forecasts are
always hard to produce, above all in very dynamic and rapidly changing economies. If not managed suitably,
inventory becomes accumulated unsold material and thus an extra cost for the company. It is very hard to make
exactly the right quantity to meet market demand, above all in industries where development times are very long
or where products need to be developed prior to demand, as in the case of consumer goods. Excess inventory of
food products, for example, often becomes waste when reaching the sell-by date or when the product is
otherwise considered unsaleable. Specific production models (example Assembly to Order, Make to Order, and
modularity) reduce the risk of unsold material (Baldwin and Clark, 1997).
3 Waiting
Waiting is the period of time that elapses before customers receive the desired value. If unplanned, waiting is
usually viewed as waste. From the customer’s viewpoint, this period is never seen as being pleasant. Waiting
rooms or waiting lists generally arouse negative thoughts or feelings. Moreover, nowadays time is considered to
be a precious resource, so waiting is seen as a “waste of time”. How time is perceived, in addition to how long
actually elapses, is a fundamental element in providing a service or selling goods to a customer (Bateson, 1983).
4 Transportation
Transportation of material within a supply chain does not create value, as the product is not processed in any
way; nonetheless, transportation is essential in making products available to customers. Continuously analyzing
and examining material flows from the source of raw materials to the place of consumption, above all in a global
economy, can help reduce this form of waste. Cost reductions can be achieved by action in different areas and
not only by reducing inventory by streamlining purchasing procedures or provide and request forecasts
(Holmström et al., 2002).
5 Over-processing
This occurs when complex solutions are chosen over simpler ones, in relation to any process. In practice, it
means more resources are used than needed. This type of waste is hard to identify and eliminate. Lean principles
can be applied to the marketing planning process, making sure the right resources are used, without unnecessary
waste. Long-term market research, for example, conducted without truly understanding customers and their
desires, can lead to solutions being developed that are quite different from those that are needed (Norman, 1998).
6 Motion
Every time a person moves their body as part of an action or task that does not directly add value to or perceive
value from a product, such motion is considered unproductive. Take for example an ecommerce website: a
purchase procedure that requires several “clicks” before completing the transaction can be considered wasteful,
as it creates unnecessary motion or may even annoy the customer the extent where they decide to abandon the
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procedure (Van den Poel and Buckinx, 2005). This concept is referred to as usability and accessibility. ISO
9241-171 defines accessibility as the usability of a system by the largest possible range of users.
7 Defects
Defects in a product are never viewed by consumers as being positive. Defects are a form of waste, and occur
when the system (product, service or environment) does not meet the specified quality conditions.
The costs of non-quality are not easy to neither forecast nor determine directly, and are often completely or
partly underestimated, above all without systematic assessment of business risks. It is interesting to examine the
concept of cost of quality as summarized by Crosby (1980). The author states that: “Quality is free. It’s not a
gift, but it is free. What costs money are the ‘unquality’ things”.
8 Talent and Creativity
The main cost of the waste of talent within the organization is in time wasted to make improvements and meet
changing customer requirements (Gibbson et al., 2012). Company will be far slower at making improvements
and solving problems if it relies only on its “experts” to come up with the ideas, whilst engineers, supervisors
and managers may be highly skilled they are small in number compared to other employees. Liker (2004) says:
"Unused employee creativity is a waste. Losing time, ideas, skills, improvements, and learning opportunities by
not engaging or listening to your employees".
3. The methodology
The research was carried out on a sample of twelve Italian SMEs localized in the north east area. This
geographical area is considered one of the most productive in the country and it’s characterized by a high
concentration of small and medium-sized enterprises (over 99%). One of the objectives of this research is to test
the model applicability on different industries, indeed the companies that belong to this project have different
business, like manufacture and mining equipment, manufacture of wood stoves, and cars dealing. The companies
were selected on a voluntary basis.
The proposed model is articulated in four different phases:
1) presentation of lean marketing and the scope of the project to company employees – in this phase we
emphasize the concept of waste;
2) Measurement of the wastes. The wastes relief come from analysis of documents, and data gathered usually
by customer service (i.e. percentage of claims, number of defects, lead time to ship, etc.). Moreover, we
interview Chief Executive Officers (CEOs), sale force, R&D, and customer service. Every waste is a part of a
questionnaire and in the questionnaire every waste has several questions. From the data gathered we
determine a rating and this represent the “As Is”.
3) Measurement of the ideal state of the wastes. We evaluate what is the target of reduction or improving for
every waste. With a new questionnaire to CEOs, salesforce, R&D, and customer service, we investigate the
“desired situation”. The answers are based on a Likert scale with the typical five-levels. The data collected
give a rating for every waste and this represent the “To Be”.
4) Identification of critical waste and strategy's determination to improve products or processes. All the
information are elaborated and we obtain a Kiviat diagram (see figure n. 1). The red line represents the “As
Is” status, while the green line represent the “To Be” status.
Figure 1. The Kiviat diagram and an example of high priority waste

The wastes in the lean marketing. A proposed taxonomy and an explanatory study on Italian SMEs

297

The waste we must reduce is characterized by a high gap between the “As Is” state and the “To Be” state. This
situation represents a high discrepancy and it needs a project to remove the no-value added activities. In every
case, the improving factors are characterized by a great “As Is” status. When a waste is identified, company
develops a strategy to improve the process or the product. Company will target their effort to reduce the gap
using tools like Makigami, Qfd, Postponement, etc.
After one year from the start of this project, we sent by email a questionnaire to the twelve companies. All
questions are structured with a Likert scale. We aimed to record a level of satisfaction about the model proposed.
In the following table there are summarized the main results.
Table 2.Level of satisfaction after the application of the proposed model (sample 12 companies)
Questions
The used representation is useful to take a strategic decision.
With this model we reduce the time to improve a process or a product.
The model increases the level of knowledge of customers
Our company knew the lean management
Our company made use of the lean philosophy in marketing context
The model is difficult to implement
Only managers can use this representation
With this model we reduce the costs of improvement
The model helps to identify more quickly which tools are useful to improve the level of customer satisfaction
The model doesn’t increases the level of customer satisfaction

Average
4,3
4,0
4,3
4,8
1,7
1,5
1,5
3,6
4,6
1,3

δ
0,62
0,85
0,65
0,45
0,78
0,80
0,67
0,67
0,51
0,45

4. Conclusions
The first result is that the eight wastes classification should be valid in marketing context. Moreover, the
companies involved in the project have a positive verdict on the model. In particular, the companies say that the
model is easy to use, increases the level of knowledge of customers and it’s useful to increases the level of
customer satisfaction.
Unfortunately the model needs a good knowledge of the target market, obtainable through regular survey on
customers. In order to improve the application of the model is necessary to identify a rating system to give
priority to the various improvement projects that are identified in a company.
At the end of the project, all twelve SMEs are using this model to identify the wastes in their marketing
strategies. All enterprises declare that this classification is a useful method to take evidence of non value added
activities.
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Abstract. The paper analyzes the concept of open innovation across major regions of the world, building on previous
approaches which identify indicators of innovation and foresee trends. We selected four indicators, based on similar
endeavors in literature, and used forecasting techniques to identify potential seasonality of innovation patterns, in a
convergence-oriented perspective. Our findings suggest that convergence in cross-regional innovation follows
patterns similar to economic convergence, making it possible to adapt formulas and methodologies used to assess the
later to a more recent and dynamic field of research.
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1. Literature review
Increasing mobility of knowledge and highly-skilled employees, rapid alternations in consumption and production
functions and the shortening of product lifecycles are central factors of why industrial R&D is undergoing a
paradigm shift toward practicing open innovation (Chesbrough, 2003, 2006; Afuah, 2003; West et al., 2006). As
compared with vertical innovation, the open innovation paradigm can be characterized the strong interaction of the
company with its environment (Chesbrough (2003, 2006). By integrating a large number of individuals into the
innovation process, new creativity and know-how is brought into the organization (inbound open innovation).
Open innovation underlines the importance of capturing this external knowledge or technology and converting it
into innovative products and services (Chesbrough, 2003). Although open innovation was initially adopted in
practice, it soon became a paradigm of considerable interest for scholars studying management and innovation
processes (Christensen et al., 2005; Gassmann, 2006; Vanhaverbeke, 2006; West and Gallagher, 2006).
Inauen and Schenker-Wicki (2011) define open innovation to be a model for innovation that is based on
cooperation with different stakeholders during the R&D process. Increased cooperation requires a firm’s absorptive
capacity to recognize the value of external knowledge and make use of it. This study based on a questionnaire sent
to 783 stock-listed enterprises and use three different dependent variables represent the innovation Impact of
performance on an aggregated level: the amount of product innovations, the amount outside-in open of process
innovations and the percentage share of sales made up of newly developed innovation products or services.
As compared with previous studies where innovation performance depends on firm size (Lichtenberg and Siegel,
1991; Cohen and Klepper, 1996; Kafouros et al., 2008), their focus is whether the openness of an R&D process
has a positive impact on a firm’s innovation performance.
Schroll and Mild (2011) provide first empirical evidence on the adoption of open innovation activities on European
level. Using primary data from 2009, the study is also not limited to certain industries, countries, or company sizes
and therefore extends existing literature and it provides updated evidence of open innovation adoption and shows,
in comparison to prior studies, how the open innovation paradigm is evolving. Data were collected using a
questionnaire sent out to the top 500 open innovation European companies, based on market value (Financial
Times, 2008), and 518 randomly selected small- and medium-sized companies in 24 European countries.
Using various methods such as descriptive results and correlations, a cluster analysis and 2 £ 2 matrix, the study
confirms existing research that open innovation generally is a complement for internal R&D. However, the
difference between inbound and outbound activities and proved that inbound activities can reduce the R&D
intensity of a company. This differentiate understanding of open innovation could be useful for managers in
areas where open innovation hasn’t been adopted due to cost reasons (Schroll and Mild, 2011).
The use of intellectual property (IP) rights by companies, such as patents, seems to be in contradiction with the
definition of open innovation. However, IP protection can be a driver of open innovation activities because
negotiating IP contracts increases the interactions of companies with suppliers, competitors, or other
stakeholders (Chesbrough, 2003; Alexy et al., 2009). The patent-related data are available, closely related to
innovation, and over the years patent standards have been objective, changing slowly, so the patent is still a
reliable indicator to measure innovation activities (Acs et al., 2002). Academia uses patent data to carry out
extensive research on innovation activities (Zeng, 2009).
Patents were used as variable in various paper to analyze the relationship between technological progress and
economic development (Groshby, 2000) or to estimate national or international innovation processes; or to
develop innovative strategies (Waterson, 1990; Arundel, 2001); some study the impact of technological innovation
on international trade patterns (Soete, 1987). According to Cleff, Grimpe and Ramer (2009), patent applications,
R&D expenditure and spending on education are naturally important input factors for the process by which
innovations come about and are disseminated. The impact of culture on innovation, diffusion of technology across
nations and convergence trends of managerial values was studies by Wong, Everett and Nicholson, 2008). Their
conclusions are: “The prevalence of divergence, convergence and crossvergence phenomena demonstrates the
growth of three parallel lines, with crossvergence being the strongest in supporting innovation development.
Companies and countries that take advantage of cross-cultural talents are given a better chance to succeed”.
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The concept of National Systems of Innovation (NSI) was defined by Freeman (1987) as “the network of public
and private institutions whose activities and interactions initiate, import, modify and disseminate new technologies”
(Hervas-Oliver, Rojas, Martins, Cervello´-Royo, 2011). Furman et al. (2002), integrating various economic
perspectives, developed the model of National Innovative Capacity, which was designed from the following
research areas: the endogenous growth theory of Romer (1990); Porter’s (1990) cluster theory of the competitive
advantage of countries, and the literature of the national systems of innovation which began with Nelson (1993).
The endogenous growth theory is based, at the aggregate level, on the relationship between certain factors: the input
in R&D such as employed scientists, R&D expenditures or the quality of the higher education system, which allow
the flow of new ideas in an economy (Hervas-Oliver, Rojas, Martins, Cervello´-Royo, 2011).
National innovation systems usually have different approaches (e.g. structural approach, functional approach and
effective approach) (Balzat and Hanusch, 2004). Still the national systems of innovation is not enough exploited
and implications in detailed analyzed. There is, a necessity for an analytical framework enabling assessment of
the system performance, identification of factors influencing performance and drawing implications for
policymaking (Jacobsson and Bergek, 2006). In their paper, Wang and Zhou (2011) intend to fill this gap by
integrating these different approaches into a consistent and coherent framework for the study of national systems
of innovation based on six different functions (educational training, knowledge development, resource
mobilization, IPR protection, linkage, formation of technology markets).
Another weakness of previous studies is that national innovational system places too much emphasis on the
organization of institutions and economic growth, and not enough on the distribution of knowledge itself (David
and Foray, 1995; Leydesdorff et al., 2006). In order to address to this challenge, Leydesdorff and Fritsch (2006),
and Leydesdorff et al. (2006) used triple-helix model of “technology, organization, and territory” and triple-helix
model of university-industry-government relations to measure knowledge base of an economy. The correlation of
the three participants is an important factor in improving knowledge production and spreading (Niu et al., 2010).
During the process of transfer of knowledge into productivity, every participant interacts with each other and
promotes innovation spirally uprising (Etzkowitz and Leydesdorff, 1995).
2. Methodology
Global innovation networks are currently in focus (Bathelt et al., 2004; Boutellier et al., 2008; Commune et al.,
2011; Sachwald, 2008; Simme, 2003). Thus, we need to go beyond national innovation systems and build a
system of macroeconomic indicators of regional and global innovativeness. De Backer et al. (2008) have
prepared a working paper for OECD in which they included, as indicators of open innovation, co-patenting and
investments in R&D. We start from their system and refer to co-patenting with partners from abroad and,
respectively, to research financed from abroad. The reason is that making open innovation more open, by passing
the boundaries of the country or of the region, generates competitiveness (i.e., it is more challenging to apply for
European funds, than for national funds), which, in its turn, improves the pace of innovation.
We have selected four indicators of innovative pace of world economies, in a convergence-oriented framework:
patents registered internationally, R&D financed from abroad, and indicators of financial and human resources –
gross expenditure on R&D and number of researchers. We have retrieved 1999-2009 data from OECD, and
forecasted the evolution of the considered indicators.
Our approach was regional, taking into account, for patents, the EU 27, Japan, US, the emergent economies
(BRIICS), as compared to the rest of the world. Based on available data, we have used, for R&D financed from
abroad, only data for EU 15, EU 27, Japan and Russian Federation. Data for US were not available. For the
financial and human resources we have compared EU 15 to EU 27, US, Japan, and the Russian Federation. Thus,
we discussed convergent and divergent trends, and provide explanations for the patterns of evolution, as well as
analyse the implications of these tendencies on global innovativeness and diffusion of innovation. By producing
sequence charts, we may infer whether the trends in innovation follow larger economic trends, thus enabling
researchers to focus on specific economic characteristics and their impact on innovation.
We have further tested the patterns obtained in the sequence charts by looking at the autocorrelation function.
For each of the four variables forecasted, the coefficients of autocorrelation decrease slowly with the increase of
the number of lags, meaning that the evolution of the indicator in each year is influenced by its evolution in the
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year before (positive autocorrelation). Thus, differenced data series can be used to better analyse the trend, for
each of the considered indicators. This would, however, require a separate analysis on each region.
The main limitations of the study arise from the availability of consistent data – same time intervals, same
regions, which is difficult to retrieve.
The results of the analysis are presented in the next section.
3. Results
Based on OECD Patent Database (data for 1999 and 2009), we have applied forecasting techniques to obtain the
growth rate of the number of international patents, as illustrated in Figure 1 below. It may be seen that, after
developed regions reach convergence, the growth rate drops, while the emergent BRIICS economies continue a
slow growth. The signing of the Bologna declaration coincides with the start of a period of catching-up for EU,
as compared to its traditional competitors, US and Japan. The number of patents in the BRIICS reach a
convergence level with more advanced economies, in the near future, and continues it ascending trend. For the
rest of the world, the peak coincides with the start of the economic recession, followed by a declining tendency.
Thus, we may see that globalization and enhanced international cooperation in research and development have
led, on the one hand, to an increase in the number of international patents in emerging economies and, on the
other, to a slowing of the pace of international agreements resulting in patented innovations, in advanced
economies. The advanced economies are situated in the clampers-on cluster, similar to their position in similar
analyses on convergence in different sectors (Clarisse and Muldur, 2001; Scaglione and Johnson, 2007). The
emerging economies belong to the catchers-on cluster, a tendency which is also confirmed by studies on
economic convergence. We may conclude that convergence in innovation and research can be fairly well
approximated by economic convergence models, as patterns are similar. As we are interested not only in time,
but also in seasonality, we have employed forecasting techniques to identify the prospective moment of
convergence, which results in enhanced collaboration and better opportunities for global firms operating across
regions, which will benefit from the outcomes of open innovation. Our findings, illustrated by Figure 1 below,
support the evolution of patents outlined by de Backer et al. (2008), suggesting that the trend is likely to
continue, pass through convergence, and still slow down. Thus, convergence between regions is not achieved in
the growth period, at large numbers of patents, but rather in times of more intensive, not extensive, collaboration,
on a limited number of research priorities of mutual interest. A refinement of the span of research topics would,
then, be beneficial for the convergence process.
Figure 1. Growth rate of international patents (forecast)
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The impact on international collaboration in R&D can be described as a shift from traditional partnerships, inside
the EU, or between EU and US, in favour of more West-East joint research initiatives, exploiting the slowly
ascending trend of BRIICS.
Based on OECD main technology indicators (1999-2009), we have forecasted the trends in gross expenditure for
R&D, for the key global players in innovation.
Figure 2. The evolution of the gross expenditure for R&D

It may be seen that convergence is not yet achieved, although there is a slow trend for equalizing investments in
R&D, which is more visible at the level of older and newer EU members, the newer members tending to catchup. However, the patterns differ, with rapid growth followed by a plateau, in the case of US, compared to a slow
growth and a slow ascending trend in the case of Japan. The evolution of EU is also slowly ascending. The start
of the economic crisis coincides with the beginning of the plateau phase, proving that, also in the case of this
indicator, economic convergence and research & innovation convergence are interrelated.
4. Conclusions
Using forecasting techniques, we have identified potential seasonality in the variation of the considered
indicators over time. Our analysis has proven that there is a similarity in the pattern of variation of the OECD
indicators related to research and innovation, and the variation of macroeconomic indicators of convergence. In
other words, innovation convergence has the same tendencies as economic convergence, making it possible to
the second phenomenon to benefit from the milestones achieved in the literature dedicated to the analysis of the
first. Tools and methods used to study economic convergence may be extended towards the research of
convergence in research and innovation. As our literature review outlines, studies are dedicated to national
innovation systems. Still, integrative research, focusing on convergence mechanisms and time frames, is still
incipient. By being able to incorporate the wealth of studies dedicated to economic convergence in research
devoted to the future of innovation and research, we believe to be more prepared to keep the pace with a very
dynamic and difficult to model sequence.

304

Alina Mihaela Dima, Simona Vasilache

References
Acs, Z.J., Anselin, L., Varga, A. (2002). ‘Patents and innovation counts as measures of regional production of new
knowledge’, Research Policy, Vol. 31, pp. 1069-85
Afuah, A. (2003). Innovation Management: Strategies, Implementation and Profits, Oxford University Press, Oxford
Alexy, O., Criscuolo, P., Salter, A. (2009). Does IP strategy have to cripple open innovation?, MIT Sloan Management
Review, Vol. 51 (1), pp. 71-7
Balzat, M., Hanusch, H. (2004). Recent trends in the research on national innovation systems, Journal of Evolutionary
Economics, Vol. 14 (2), pp. 197-210
Christensen, J.F., Olesen, M.H., Kjaer, J.S. (2005). The industrial dynamics of open innovation – evidence from the
transformation of consumer electronics, Research Policy, Vol. 34(10), pp. 1533-49
Chesbrough, H.W. (2003). The era of open innovation, MIT Sloan Management Review, Vol. 44(3), pp. 35-8
Chesbrough, H.W. (2006). Open innovation: a new paradigm for understanding industrial Innovation. In: Chesbrough, H.W.,
Vanhaverbeke, W. and West, J. (Eds.), Open Innovation: Researching a New Paradigm, Oxford University Press,
Oxford, pp. 1-12
Cleff, T., Grimpe, C., Ramer, C. (2009). Demand-oriented innovation strategy in the European energy production sector,
International Journal of Energy Sector Management, Vol. 3(2), pp. 108-130
Cohen, W.M., Klepper, S. (1996). Firm size and the nature of innovation within industries: the case of product and process
R&D, Review of Economics and Statistics, Vol. 78 (2), pp. 232-43
Etzkowitz, H., Leydesdorff, L. (1995). The triple helix of university-industry-government relations: a laboratory for
knowledge-based economic development, EASST Review, Vol. 14(1), pp. 14-19
Fagerberg, J., Srholec, M. (2008). National innovation systems, capabilities and economic development, Research Policy,
Vol. 37(9), pp. 1417-35
Freeman, C. (1987). Technology Policy and Economic Performance: Lessons from Japan, Pinter, London
Fritsch, M. (2004). Cooperation and the efficiency of regional R&D activities, Cambridge Journal of Economics, Vol. 28,
pp. 829-46
Furman, J.L., Porter, M.E., Stern, S. (2002). The determinants of national innovative systems capacity, Research Policy,
Vol. 31(8), pp. 899-933
Gassmann, O. (2006). Opening up the innovation process: towards an agenda, R&D Management, Vol. 36 (3), pp. 223-6
Groshby, M. (2000). Patents, innovation and growth, Economic Record, Vol. 76, pp. 255-62
Hervas-Oliver, J.L., Rojas, R., Martins, B.M., Cervello´-Royo, R. (2011). The overlapping of national IC National IC and
innovation and innovation systems, Journal of Intellectual Capital, Vol. 12(1), pp. 111-131
Inauen, M., Schenker-Wicki, A. (2011). The impact of outside-in open innovation on innovation performance, European
Journal of Innovation Management, Vol. 14(4), pp. 496-520
Jacobsson, S., Bergek, A. (2006). A framework for guiding policy-makers intervening in emerging innovation systems in
catching-up countries, European Journal of Development Research, Vol. 18(4), pp. 687-707
Kafouros, M.I., Buckley, P.J., Sharp, J.A., Wang, C. (2008). The role of internationalization in explaining innovation
performance, Technovation, Vol. 28(1-2), pp. 63-74
Lichtenberg, F., Siegel, D. (1991). The impact of R&D investment on productivity – new evidence using linked R&DLRD data, Economic Inquiry, Vol. 29(2), pp. 203-28
Marshall, A. (1920). Principles of Economics, Macmillan, London
Nelson, R.R. (1993). National Innovation Systems: A Comparative Analysis, Oxford University Press, New York, NY
Niu, P., Xie, F., Tchuta, L. (2010). Empirical study of the relations Knowledge base between the knowledge base and
innovation performance of an economy, Journal of Knowledge-based Innovation in China, Vol. 2(2), pp. 171-185
Porter, M. (1980). Competitive Strategy. Techniques for Analyzing Industries and Competitors, Free Press, New York, NY.
Romer, P.M. (1990). Endogenous technological change, Journal of Political Economy, Vol. 98 (5), pp. 71-102
Schroll, A., Mild, A. (2011). Open innovation modes and the role of internal R&D. An empirical study on open innovation
adoption in Europe, European Journal of Innovation Management, Vol. 14 (4), pp. 475-495
Storper, M. (1997). Regional World – Territorial Development in a Global Economy, Guilford Press, New York, NY
Soete, L. (1987). The impact of technological innovation on international trade patterns: the evidence reconsidered, Research
Policy, Vol. 16 (2-4), pp. 101-30
Vanhaverbeke, W. (2006). The interorganisational context of open innovation. In: Chesbrough, H.W., Vanhanverbeke, W.
and West, J. (Eds.), Open Innovation: Researching a New Paradigm, Oxford University Press, Oxford, pp. 205-19
Zeng, Z. (2009). The comparison of innovation Trade effect in China and Japan activities and international trade effect in
China and Japan in the era of knowledge economy. Empirical research on patents as an example, Journal of Chinese
Economic and Foreign Trade Studies, Vol. 2(3), pp. 211-228
Waterson, M. (1990). The economics of product patents, The American Economic Review, Vol. 80, pp. 860-9

Forecasts of convergence in global and regional innovation trends

305

West, J., Gallagher, S. (2006). Challenges of open innovation: the paradox of firm investment in open-source software, R&D
Management, Vol. 36 (3), pp. 319-31
West, J., Vanhaverbeke, W., Chesbrough, J. (2006). Open innovation: a research agenda, Open Innovation: Researching a
New Paradigm, Oxford University Press, Oxford, pp. 285-307
Wang, I., Zhou, Z. (2011). Building an integrative framework for national systems of innovation, Journal of Knowledgebased Innovation in China, Vol. 3(3), pp. 160-171
Wong, Y.Y., Everett, A.M., Nicholson, J.D. (2008). National culture and innovation National culture and innovation
capability: some observations concerning Chinese-Americans, Management Research News, Vol. 31 (9), pp. 697-712

THE ROLE OF FDI FOR THE SUPPORT OF COMPANIES’
DEVELOPMENT IN ROMANIA
Raluca Andreea POPA
Bucharest University of Economic Studies, Romania
popa.raluca.andreea@gmail.com
Daniela Livia TRASCA
Bucharest University of Economic Studies, Romania
daniela.trasca@gmail.com
Abstract. The support of companies’ system development represents the result of a combination of influence factors.
Some of the most important are FDI due to their multiple generated advantages. In this paper, we propose to analyse
the evolution of FDI in Romania in the period 2003-2012, as well as the performances of the companies that have as
main activity the industry, constructions, commerce and market services. We consider the investment stock on
national economy sectors according to NACE rev. 2 for the evolution of FDI and we analyse the gross value added to
the cost of factors, turnover, direct exports and gross exercise of underwriting for the evaluation of companies’
performances. The results of the analysis confirm the important role of FDI in supporting companies’ development,
the most efficient companies being those that activate in the economic sectors and attracted the most FDI. Therewith,
the paper presents the big necessity of Romanian companies investments, as well as the fact that there has to focus
especially on big companies that are more efficient than small companies that are numerous.
Keywords: FDI, companies, economic growth, crisis, gross value added.
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1. Introduction
The economic crisis accentuated a lot of vulnerabilities of contemporary societies. In this context, there is the
problem of the new development model out of the identification of solutions for getting out the crisis. While the
crisis broke the equilibrium between state and market, the globalization accelerated the tension between growing
and sustainability. The crisis was apparently due to unsustainable consumption based on loan. In fact, the crisis
was due to a change that intervened in the mechanism of distribution of the value created between profit and
salaries. In the last three decades, the biggest part of the value created got the direction of profit despite of
salaries. Such a distribution mechanism favoured the capital instead of work, the profit instead of salaries, large
corporations instead of small property owners (Dobrescu, 2013).
The access to funding is essential both for start-ups and for companies’ growing and development no matter their
size. The transformations generated by crisis in economics also determine changes in business domain in which
the companies activate. These changes contain: modifications concerning the access to lending – the main source
of companies funding became their own capital, transformations of labour market – changes at the level of
employees and employers relationship, as well as growing the competition between companies that activate in
the same field.
In these new conditions, the companies react by promoting passive and active strategies. This strategies must be
developed taking into account the macroeconomic policies and the strategies of the European Union (Aceleanu,
2011).
In case of active strategies, the companies respond to external stimuli and adopt new strategies for market
maintenance and not only. These active measures could include: reorientation to new markets and entry into new
markets, investments in new technologies, activities concerning the company’s management reorganization and
efficiency so that the company could handle new macroeconomic context.
The FDI direction’s change from developed countries to developing countries, especially after the crisis period,
leaded to a bigger focus of attention of researchers, analysts and specialized institutions to the factors that
produce this change. The countries and regions that are interested in attracting foreign direct investments in the
future have to create the image of potentially locations from this point of view.
2. Current state of knowledge
There are a lot of studies that analyse the determination factors and the modality of companies’ expansion over
the border and their interrelation with a series of macroeconomic indicators. Yeaple (2009) support that the
countries with an investment climate, offering many advantages to investors, attract many multinational
companies. This uses an analysis of cross-section type to study the exits of FDI from USA and demonstrate
empirically this conclusion. Hayakawa, Lee and Park (2010) confirm the conclusions of Yeaple. Witkowska
(2007) also contributes to specialty literature through the study of changes between the modifications of
investment climate in new member states of the European Union and investors’ behaviour. Tintin(2013)
researches the determinants of FDI influxes in six Central and Eastern European countries over the period 19962009 by including traditional and institutional variables in a panel. The results verify the positive role of GDP,
degree of openness of economy, economic liberty, state fragility, political rights and civil liberty clues.
Carstensen and Toubal (2004) analyses the fluxes of FDI in eight ECE countries over the period 1993-1999
using the analysis of dynamic panel type. The study result shows that a series of traditional determinant factors
as market size, commerce cost, company specific costs, production factors endowment and a series of
determinant factors specific to transition process and risk associated to each host country could influence the
investment decision in ECE. Janicki and Wunnava (2004) analyses bilateral FDI between EU – 15 and 8 Central
and Eastern European countries. The study shows that the main determinant factor is the size of host country, the
risk of host country, the working costs and degree of openness. Both Fedderke and Romm (2006) and the
literature specialized on FDI determinant factors identify both traditional and political factors, and the country
risk and progress during transition. The traditional factors include: market size, geographical proximity, natural
resources, openness degree, economic and political stability, manpower qualification and culture. The political
factors include: legislation of market products, legislation of labour market, tax rate at corporate and
infrastructure level.
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In case of Romania, Danciu and Strat (2013) conclude that Romania is being attractive mostly because of
opening new markets and also because of the existence of available cheap labour force concerning the industrial
sector. In a report, issued in 2012 by Ernst&Young Company, it is mentioned that Romania will be the sixth
most attractive European country for investment in the next three years. So that, Romania is more attractive than
Czech Republic, Turkey, Netherlands, Spain or Sweden. The first five ranking positions are occupied
successively by Great Britain, Germany, France, Spain, Poland and Russia. Moreover, the unit costs reduction
with the labour force in Spain, Belgium and Ireland leaded to the increase of goods and products services
competitiveness produced in peripheral countries and thus leaded to foreign investments growing in these
countries. Romania has the advantage of a GDP’s growth rate that is favourable compared to European average
and has also the advantage of a substantial human capital. More and more investors are attracted by renewable
energy sector. There are planned many privatizations in the next period, encouraging the investors all over the
world to concentrate on our country.
The implications of FDI in host economy are felt in a complex multitude of economic and social domains,
especially at the level of companies system. The globalization process leaded to the appearance and refining of
some economic current thinking customized to FDI case, as an important component of that process that
nowadays it is closely related to the challenges of current economic and financial crisis and to the locally,
regionally, nationally and internationally requirements of sustainable development. The opinion convergences
and/or divergences gravitate, with pro and against arguments, around the issue of FDI socio-economic effects in
host, destination or origin country, as the ensemble of international economy.
3. FDI trend in Romania
The analysis of FDI structure and dynamics in Romania refers especially to 2003-2012 period because from
1990 to 2003, their volume increased too slowly, reaching to a cumulative total of 7,682 billion Euros, namely,
on average, less than one billion euro annually due to some difficulties and objective and subjective factors of
Romanian initial period of transition to market economy Generally speaking, the most part of foreign investors
in Romania was not formed by strategic investors since 2003 but by small and medium business, especially from
commerce and services sector.
The FDI analysis on sectors starting with 2003 offers us a better overview over the evolution of this
process as we can see in the following graph:
Figure 1. FDI stock sector 2003-2012 (million euro)

Source: own processing, NBRreportson FDI 2003-2012.

It is noticed that the sector with most FDI over the period 2003-2012 is the sector of manufacturing industry,
namely the metallurgic sector that has around 15% FDI weight, excepting some fluctuations. The financial
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mediation sector owns second place from FDI total stock’s weight point of view and the commerce owns third
place from weight point of view. The biggest weight of FDI is owned by financial mediation services, insurance,
commerce, manufacturing industry (over 50%), signifying a high attraction of these sectors for foreign investors,
especially due to high rates of profits based mainly on activities with speculative character on financial market.
The sector of Manufacturing Industry has the biggest weight of FDI, higher than 30% in every analysed years
and having the maximum values of 50.9% in 2003. This had an increase of 276% in 2012 compared to 2003.
The biggest invested sums, pertaining to metallurgic sectors, steel processing, chemical products, tyres and
plastics, sectors that are not characterized by powerful introduction of scientific research results and implicitly,
through a high level of value added, could have a sustainable contribution to economic growing. The sector of
Extractive Industry had an ascendant tendency since 2007 when had a decrease of 2.9% compared to 2006,
starting over the growing till 2012. The Commerce sector had a slow decrease of 3.7% in 2011 compared to 2010
and then starting over the growing. This sector had the biggest weight of FDI after the industrial sector. The
constructions sector reached the maximum value of FDI in 2009, being followed by a massive decrease of 27%
in 2010, continuing with a growing of 24% in 2011 compared to 2010 and a decrease of 7.4% in 2012. The
Transports sector had an increasing tendency in this period, having a slow decrease of 5% in 2008 compared to
2007 and continuing its growing. At the level of FDI total stock, this sector has a small weight around the value
of 1.2-1.4%.The sector of Hotels and Restaurants is the sector with an oscillating evolution. There was a
decrease of 74% in 2004 compared to 2003, being followed by a growing of 44% in 2005 and a growing of
57.3% in 2006. There was decrease of 36% in 2008 compared to 2006, followed by a growing of 17.7% in 2009
compared to 2008, maintaining the growing till 2012 when decreased with 19,3%.
From FDI point of view, we can see that the crisis of 2009 mostly affected the metallurgy, aliments, drinks and
tobacco, wood products, inclusively furniture, calculation technique, radio devices, TV, communications,
textiles, confections, leather, financial mediations and agriculture.
In constructions and real estate transactions, the most powerful decline was in 2010, with an annually gap since
the beginning of the crisis. Implicitly, this decreasing of FDI had negative effect over production and exports
dynamics. The total foreign investments reached 1.8 billion Euros in 2011. Many of them pertained to industry
(44%), financial services (18%), construction and real estate (11%). from weight point of view, In 2012
(according to CAEN Rev 2 and own calculations), FDI pertained especially to manufacturing industry (37,65%
of total) from the point of view of foreign investment orientation to economic sectors. Within this industry, the
most represented sectors are the steel processing, chemical products, tyres and plastics, means of transports
industry, metallurgy, aliments, drinks, tobacco, cement, and glass and ceramics industry. Other activities that
attracted important FDI are the financial mediations and insurances (representing 22% of FDI total (, commerce
(13.6%), constructions and real estate (11.1%), information and communications technology (5.85). The net flux
of FDI was 1746 billion euro in 2012, registering the lowest level from 2003 up to now.
4. Economic performances of Romanian companies having as main activity the industry, commerce, constructions
and market services
In 2012, there were active 447 876 SMEs having as main activity the industry, constructions, commerce and
other services and only 16006 SMEs had over 250 employees according to the following table:
Table 1. Active enterprises of national economy, by size class
2011
2012

Enterprises from industry, construction, trade and other services
0-9
10-49
50-249
250 and over
375479
45221
8335
1573
394024
45601
8251
1606

Total
430608
449482

Source: National Institute of Statistics.

Even if from numerical point of view, the small companies of this subsystem exceed the medium companies.
The analysis of economic performances demonstrates that these are also competitive as the small companies.
The big companies, that have as main activity the industry, constructions, trade and market services, have
created, both at the level of 2011 and 2012, half of the total value added to factors cost.
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Table 2. Gross value added at factor costs of enterprises with main activity industry, construction, trade and market
services, by size class (millions lei, current prices)
0-49
50-249
250-499
500 and over
TOTAL

Gross value added at factor costs
2011
60969
43488
18012
87327
209796

2012
65431
45088
19561
90973
221053

Source: National Institute of Statistics.

From the gross value added to factors cost that was created to this subsystem (including only the companies that
have as main activity industry, constructions, commerce and market services), the companies activating in
industry created 43% in 2012, registering a growing of 1% compared to previous year. The analysis on enterprise
classes activating in industry shows that, both in 2011 and 2012, big companies with over 250 employees created
70% of gross value added to factors cost while SMEs created only 30%. The companies activating in
constructions reduced their contribution to value added to factors cost, creating the entire system, from 9.3% in
2011 to 8.45 in 2012. This evolution reflects both the persistency of incertitude concerning the country’s
economic return and a consequence of the precarious financial resources of the entrepreneurs.
As we mentioned above, this sector reduced its activity also for foreign investors, the FDI reducing with 7.4% in
2012 compared to previous year. Analyzing the situation of companies classes, we observe that as compared to
the companies activating in industry, in case of companies activating in constructions, the small companies are
most competitive, creating 68% of gross value added to factors cost in 2011 and 73% in 2012. The companies
activating in commerce had not changes from the created gross value added point of view. They created only
18% of gross value added in 2011 and next year. The big companies activating in commerce produced 28% of
gross value added in 2011 and a slow growing of 28.7% in 2012. On the other hand, as in the case of companies
activating in constructions and commerce, the most competitive companies are the small one with fewer than
250 employees. Concerning the companies activating in services (including market services for population and
other market services), they created 31.6 % of gross value added in 2011 and a slow growing of 29.7% in 2012.
Table 3. Main economic and financial indicators of enterprises with main activity in industry, construction, trade and market
services (lei million current prices)
Turnover
Enterprises with main activity in industry
2011
366288
2012
384882
Enterprises with main activity in construction
2011
77878
2012
77547
Enterprises with main activity in trade
2011
399109
2012
423299
Enterprises with main activity in market services
2011
158352
2012
170434
Total
2011
1001627
2012
1056162

Gross investment

Direct exports

Gross result of exercises

83777
54378

120225
124962

9255
8638

17251
25760

631
519

763
-623

13586
12960

19449
18103

4861
5865

28182
26842

7371
10383

645
5566

142796
119940

147676
153967

15524
19446

Source: National Institute of Statistics.

From weight point of view related to value added to factors cost, the companies activating in industry have the
biggest weight (43% in 2012) from cash point of view and the companies activating in commerce have the
biggest weight (40% in 2012). Analyzing the data of the previous table, we could observe that the analysed
companies have not registered significant changes from turnover point of view over period 2011-2012. From
gross investments point of view, only the companies activating in constructions registered a growing in the
analyzed period (50% in 2012 compared with previous year) and all the other companies registered decreasing,
demonstrating that it would be very difficult to start over an economic crisis. The reduced external
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competitiveness of the analyzed companies is reflected by the reduced weight of direct exports in turnover (only
15% for both). We could observe as well that in 2012 the only companies that had losses were those one
activating in constructions.
5. Conclusions
Even if, numerically, the small analyzed companies exceed the big companies, we cannot say the same thing
about the efficiency of the last mentioned. Consequently, the support of these companies represents a priority.
The analyzed economic indicators reflect the necessity of investment of all analyzed companies.
Even if the European economic model is based on services, the industry sector is the most relevant for Romania,
creating almost half of gross value added to factors cost.
The starting over of the economic crisis in Romania will be difficult, fact demonstrated by FDI trend and
especially by the economic performances of analyzed companies. No matter the country development degree and
its size, the own national effort has the determinative role for its economic development, FDI having a
complementary or additional role in function of absorption and adaptation to new in host country.
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BRIEF OVERVIEW ON THE INTERNATIONAL TOURISM
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Abstract. Taking into account the most important tourism indicators, this article intends to emphasize how the
tourism activity is concentrated within the European continent, compared to the rest of the world. In order to
highlight the evolution of the tourism phenomenon and the contribution it has to the global economy, we resorted to
the analysis in time of two indicators: the evolution of international tourist arrivals and international tourism
receipts. Our findings proved that Europe still holds a significant share in the international tourism, even if other
destinations of the world, such as Asia-Pacific, are increasingly becoming more popular. Generally, the tourism
activity in Europe is concentrated in some countries that register the largest number of international arrivals of
tourists, and the biggest incomes from the international tourism, tourism having here a special importance for the
economy. The tourism indicators analysed in this study seize and give, in a synthetic expression, information
concerning different aspects of tourism activity, useful information for measuring the phenomenon and its effects, for
anticipating the tendencies of its evolution and for the fundament of the development policy in the field.
Keywords: Europe, world, international tourist arrivals, international tourism receipts, income.
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1. Introduction
From the beginnings, mankind tried to explore new territories, so that he began to migrate from one place to
another, which leads to the discovery of the continents, islands etc. This migration transformed itself gradually,
with the evolution of mankind, from the wish to explore into the one to spend free time elsewhere than home.
Moreover, these travels were attributed business purposes. And thus, these pleasure trips or trade trips gave birth
to the tourism industry.
In the last decades, the tendencies registered at the global level and the reorientation of the modern societies
towards the recreational activities have favoured the rise of the travel and tourism industry. With the
intensification of tourism circulation, the number of the countries and destinations participating in the tourism
exchanges grew; these countries and destinations were interested in rendering profitable in the best way possible
their natural and anthropic potential.
Moreover, a repositioning of tourism and travels is to be remarked, from the sphere of the needs concerning the
status in the society, into the category of basic needs, for more and more social categories, as a result of the
improvement of life quality, of the modifications of consumption habits, of the increase of incomes and free
time. At the same time, through the extent of the activities that it encompasses, tourism creates the premises of
new jobs, encourages the interregional currency exchange and generates added value for local economies
(Stanciu, 2012, p. 8).
At the global level, the tourism activity is characterized by specific indicators, like international tourist arrivals,
international tourism receipts, international tourism expenditure, overnight stays, return to the domicile etc.
(UNWTO, 2014). According to Song and Li (2008), and Loganathan and Yahaya (2010), the number of tourist
arrivals is the most important instrument of measuring the tourist demand. This indicator may be deducted,
depending on the main purpose of the trip, in cultural tourism, business tourism, cruise, treatment and spa
tourism, shopping tourism, ecotourism and rural tourism, active tourism, visits to relatives and friends etc. Also,
the tourist arrivals may be classified, depending on the origin place of the tourists, in international and domestic
tourism. Besides the tourist arrivals, other authors like Au and Law consider as being extremely important the
indicators concerning the tourist receipts on certain categories of tourist services, related to food,
accommodation, transport or recreational activities. At the same time, Au and Law especially emphasize the
importance of incomes from entry fees or sums spent on shopping.
Presently, tourism is an important source of income and may represent even the recovery of a country’s
economy. It has positive effects on the economy of the source-country and of the host-country. The majority of
specialists consider that tourism has positive influences, so it must be encouraged, even if sometimes it may
produce unfavourable effects.
2. Aspects regarding the international tourism
Researches made on the role of tourism in today’s society evidenced that it has “... a considerable impact on
economies, societies and cultures of different countries of reference” (Py, 1996, p. 108). In other words, ”tourism
represents an economico-social phenomenon specific to modern civilization, strongly anchored in the society life
and influenced by its evolution, with a high dynamism at the national and international level and having as
target large social segments” (Minciu et al., 1993). We consider that tourism has become a more and more
diversified activity, which not only uses considerable human and financial resources, but has a considerable
impact on economy and society, arousing the interest for the evaluation of its results.
Tourism has registered spectacular increases in the last six decades. The main factors which contributed to this
development are: technical progress, increase of incomes and leisure time for trips for tourism purposes
(Scutariu, 2014).
A basic feature of the global economy is the growth and diversification of foreign exchanges, as a result of the
development of the countries throughout the world, international tourism having a significant contribution to the
increase and diversification of exports (30% of the global exports) and to the degree of occupation of labour
force, since it assures 1 of each 12 jobs. Depending on the concrete conditions of each country, tourism
represents an export or an import; thus, the goods and the services that tourists consume for the period of the
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their trip to a country may be assimilated, for the visited country, as an export; in the same time, the expenses
that each tourist makes abroad constitute an import, for the country of residence (Minciu, 2004, p. 31).
Consequently, the growth of the number of international tourists and/or their expenses contributes to the increase
of the volume of foreign exchanges.
The evolution of the international tourism is submitted to the influence that the economic, demographic, political
and social factors manifest on this phenomenon. This evolution was appreciated through the action of two
indicators, the arrivals/departures of tourists and the receipts/expenses from tourism that registered many
fluctuations along time.
Over the time, international tourism manifested an upward tendency, marked by some stagnations. If in 1950
only 25 million arrivals were registered, at present, tourism continues its upward trajectory, reaching in 2013 a
number of 1,087 million arrivals (UNTWO, 2014).
Asia and Pacific also registered rapid growths, with 6% for the international arrivals, in other words, with 14
million more than in 2012. Africa registered a growth of 5%, the equivalent of 5 million tourists, reaching 56
million. In the USA, the international arrivals increased by 3%, more precisely 168 million tourists. The MiddleEast hasn’t yet managed to have a growth in this respect; however, some regions registered a modest
improvement of the crisis.
It is expected this growth to continue in 2014, with a rate between 4 and 4.5%. According to the UNWTO
forecasts, Asia and Pacific are the regions with the biggest chance to increase the international arrivals, from 5%
to 6%, being followed by Africa, 4%-5%, then Europe and USA, with chances of 3- 4% growth. Middle-East has
good forecasts for 2014, with increases between 0- 5%. At the same time, it is predicted that, due to the growth
of the number of visitors in the regions Asia, Pacific, the Middle-East and Africa, the number of tourists will
decrease in Europe and America.
3. Evolution of International Tourism Arrivals
The international tourist circulation has a multitude of aspects, imposing an analysis, at least, from the point of
view of its evolution. The most aggressive indicators used are the arrivals/departures of tourists and the
receipts/incomes from the international tourism (Minciu, 2004, pp. 50).
In the world, along the time, the rhythm of growth was different, which lead to the modification of the weights
of the big regions of the world, on the whole. The biggest growths were registered in Asia–Pacific and MiddleEast (which reached growths of over 21% and 6%, respectively), whereas Europe and America registered
moderate growths (their weights on the whole decreasing to approximately 50% and 16 %, respectively). Figure
1 evidences the tendencies of the global tourism, beginning with 1950. From the UNWTO statistics for each
year, it results that the international tourism arrivals didn’t grow annually. Decreases of tourism arrivals have
been registered, most recently, because of the terrorist attacks in the USA, from September 11, 2001. Other
reasons were represented by terrorist events and factors like the economic crisis in Argentina, the power of USD
and the conflict in the Middle-East. In other words, a series of factors have impact on the arrivals of visitors at
the international level, tourism being vulnerable to the above mentioned external factors, which act as
discouraging elements of travels.
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Figure 1. International Tourist Arrivals 1950-2010 and Forecasts 2010-2030

Source: UNWTO Tourism Highlights, 2014 Edition, p. 14.

At the same time, major religious events, like Jihad, a trip to Mecca, that the majority of Muslims make once in
a lifetime, are some of the greatest tourism events in the world and are also durable events, that are less
sensitive to shock waves than other forms of tourism.
The countries in Asia-Pacific amplified their tourism activity in a greater rhythm of growth than the average at
the world level, thus increasing the weight of these destinations in the international tourism. Intense growths of
tourism activities took place in the last decades in the Middle-East. The economic development of Asian
countries was one of the determining factors of this evolution, along with other factors which affected Europe
and America: the decrease of the competitivity of tourism products offered or the saturation of tourism demand
in those zones. Nevertheless, Europe has a very big share in the international tourism.
Table 1 illustrates the number of international tourist arrivals, in the period 1950-2013, on the whole, and in the
main regions of the world. One can see that, between 1950- 2013, all regions registered significant growths, but
not in the same proportion. Europe attracts more than a half of the international tourism flows, followed by
Asia-Pacific and America.
Tourism continues to register a positive trend, despite some conjuncture decreases (due to some phenomena like
crises, regional conflicts or political instability), evident at the level of the total number of arrivals in 2003 and
2009. On the whole, the number of tourists who traveled abroad increased, and doubled from 1999 until 2013.
The results may be summarized as follows:
 New regions, like Asia and Pacific, are expected to take over the traditional dominance from Europe;
 The dominant destinations, at the global level, concerning the arrivals in 2013 were represented by countries
from Europe.
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Table 1. International tourist arrivals, 1950-2013 (million)
Year
1950
1960
1970
1980
1990
2000
2001
2002
2003
2004
2005
2008
2009
2010
2011
2012
2013

Total
25,3
69,3
165,8
278,1
439,5
687,0
686,7
707,0
694,6
765,1
806,8
919
880
949
995
1035
1087

Africa
0,5
0,8
2,4
7,2
15,2
28,3
29,1
30,0
31,6
34,5
37,3
44,5
46
49,9
49,4
52,4
56,1

America
7,5
16,7
42,3
62,3
92,8
128,1
122,1
116,1
113,1
125,7
133,5
147,8
140,6
150,4
156,0
163,1
168,9

Asia and Pacific
0,2
0,9
6,2
23,0
56,2
110,5
115,7
124,9
113,3
144,2
155,4
184,1
181,2
205,1
218,2
233,6
247,7

Europe
16,8
50,4
113,0
178,5
265,6
395,9
395,2
407,0
407,1
424,4
441,5
486,3
459,3
485,5
516,4
534,2
562,8

Middle-East
0,2
0,6
1,9
7,1
9,6
24,2
24,5
28,5
29,5
36,3
39,0
55,9
53
58,2
54,9
52,0
51,9

Source: Tourism Market Trends, 2006 Edition – Annex 3; Tourism Barometer, 2010; UNWTO Tourism Highlights, 2011
Edition; UNWTO World Tourism Barometer, 2014, vol. 12, p. 13.

Nevertheless, one of the persistent problems is that, apart from being a complete source of information, the
tourism statistics are often an estimation of the total tourism model. Moreover, these statistics are dated when
they are published because there is a significant time difference in their analysis, presentation and dissemination.
This is due to the fact that many published tourism statistics are derived from poll surveys, the results being
manipulated from the statistical point of view, in order to obtain a figure that is supposed to represent the real
situation (Page, 2003, 2007).
Figure 2. International Arrivals 2012-2013
10%
5%
2012
0%
2012

2013

‐5%

Source: author’s elaboration on the basis of UNWTO data.

A larger number of tourism destinations worldwide were offered to the public, transforming tourism into a keyfactor in the socio-economic progress, through the incomes from export, creation of jobs and the development of
infrastructure. Despite the occasional impacts, the international arrivals showed uninterrupted growths, from 25
million in 1950, to 278 million in 1980, and 1087 in 2013 (UNWTO Tourism Highlights, 2014 Edition). Figure
2 shows that the demands for holiday destination in Asia and Pacific (+6%), Africa (+6%), Europe (+5%)
increased.
On European subregions, the biggest growth was registered in Central and Western Europe, with 7% more
arrivals in 2013. Significant growths were registered in Southern Europe, reporting 11 million more arrivals in
2013.
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Table 2. International Tourist Arrivals at Subregional Level
Destination

International Tourist Arrivals
2011
0,9
3,5
8,3
1,9

Northern Europe
Western Europe
Eastern/Central Europe
Southern Europe

2012
5,8
4,2
6,5
5,7

2013
12,2
70,3
47,9
81,2

Source: UNWTO, Tourism highlights, 2014 Edition, p. 8.

At the global level, more than half of those who travelled in 2013 reached the destination by air – 53%, and the
rest of 47% chose either the road transport (40%), railway (2%) or water transportation (5%). Along time,
tourists preferred the air transport to the land transport, so that the number of travels by air is continuously
growing.
Figure 3. Inbound Tourism by Means of Transport

Source: UNWTO Tourism Highlights, 2014 Edition, p. 4.

Presently, Europe is the greatest source of international arrivals, generating more than half of them, followed by
Asia and Pacific with 23%, USA with 16%, Middle-East and Africa, with 3% each (Figure 4).
Figure 4. International Arrivals by Region of Origin

Europe

Asia/the Pacific

USA

Middle East

Africa

Not specified

Same region

Other region

10%

26%

39%
1%

12%
2% 2% 8%

Source: author’s elaboration on data of UNWTO Tourism Highlights, 2014 Edition.

Asia and Pacific also registered rapid growths, with 6% of the international arrivals, in other words, with 14
million more than in 2012. Africa registered a growth of 5%, the equivalent of 5 million tourists, reaching 56
million. In the USA, the international arrivals increased by 3%, more precisely 168 million tourists. The MiddleEast hasn’t managed yet to have a growth in this respect, still, some regions registered a modest improvement of
the crisis.
It is expected that in 2014, this growth continues, with a rate between 4 and 4.5%. According to the UNWTO
forecasts, Asia and Pacific are the regions with the biggest chance to increase the international arrivals, from 5%

Brief overview on the international tourism

319

to 6%, being followed by Africa (4-5%) and then Europe and USA, with chances of 3-4% growth. The MiddleEast has good forecasts for 2014, with increases between 0-5%.
4. Incomes and receipts in the international tourism
Besides the growing number of international tourists, very big increases of incomes in the international tourism
were registered, multiplying by over 400 times in the last 60 years. The tendencies were similar to those of the
number of arrivals. The new tourism destinations (Asia- Pacific and the Middle-East) have increasing shares, but
Europe continues to attract most incomes from the international tourism (approximately 45%).
In the period 1950-2013, the number of arrivals didn’t increase in the same rhythm with that of the incomes, so
that the number of tourists increased more than 30 times, and the receipts increased more than 400 times. The
explanation consists in the fact that the incomes of the population increased, and also the living standard, giving
people the possibility to spend more money for tourism services. One shouldn’t ignore that the inflationist
phenomenon manifested which sometimes determined the increase in absolute values of the incomes achieved in
tourism. Although the economic crisis from 2009 was extremely powerful, with consequences in all economic
sectors, the tourism industry advanced slowly but surely.
In absolute terms, in 2013 the receipts from tourism registered a growth of 5% in all destinations of the world,
more precisely 873 billion euro/1159 billion USD. This growth is reflected in the arrivals of international
tourists, which is also of 5%. Europe knew a larger growth in 2013, 42% from the international consumption,
from 35 billion USD to 489 billion USD (368 billion euro). The destinations from Asia and Pacific knew profits
from 30 billion USD to 359 billion USD (270 billion euro). In the USA, the profits increased from 16 billion USD
to 229 billion USD (173 billion euro).
In relative terms, Asia and Pacific registered +8%, the biggest growth concerning profits, the USA has 6%, and
Europe follows with 4% profits.
Table 3. International Tourism Receipts (billion)
Europe
Asia-The Pacific
USA
Middle East
Africa

International Tourism Receipts
2011
2012
1,9
3,8
6,7
8,2
5,7
6,4
2,2
-1,9
7,3
0,0

2013
42,2
31,0
19,8
4,1
3,0

USD
2012
454,0
329,1
212,9
47,5
34,3

2013
489,3
358,9
229,2
47,3
34,2

EUR
2012
353,4
256,1
165,7
36,9
26,7

2013
368,4
270,3
172,6
35,6
25,8

Source: author’s elaboration on the basis of UNWTO data.

The tourism receipts come from the expenses for accommodation, transport, food, shopping and entertainment.
For many countries, tourism is a very important source of income, because it creates jobs and opportunities for
development. Besides these receipts from destinations, tourism generates profits from the point of view of the
international passenger transport. In 2013, the international passenger transport registered profits of 218 billion
USD, thus increasing the profits from export to 1.4 billion USD (1.0 billion euro).
5. Conclusions
In the last period, international tourism registered the most important growth due to the wish of people to visit
other countries, to know other civilizations, customs, and also due to the technical progress registered in the
domain of transportation, progress which allow more rapid and comfortable trips on longer distances.
The tourism indicators analysed in this study seize and give, in a synthetic expression, information concerning
different aspects of tourism activity, useful information for measuring the phenomenon and its effects, for
anticipating the tendencies of its evolution and for the fundament of the development policy in the field.
An important conclusion, from the information already analysed, shows that Europe is leader at the global level,
concerning the international arrivals of tourists, and the receipts from the international tourism, which evidences
the preference of the Europeans for travelling.
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The rhythm of growth was not the same worldwide, the shares of different destinations modifying in time. The
”classical” destinations from Europe and America decreased on the whole, and other zones like Asia-Pacific and
Middle East registered larger weights in the international tourism. Thus, we underline the fact that countries
which adopt a favourable policy to the development of international tourism may benefit from it: creating new
jobs, introducing some unexplored resources in the economic circuit, balancing the foreign balance of payments,
improving the infrastructure etc.
Until 2020, the tourists will travel further and further. Thus, a growth of the tourism flows at long distance is
anticipated. However, we considered that Europe will maintain the leader position that it has, compared to other
tourist regions of the world, a privileged position, conferred by the possession of the largest number of
industrialized countries, with a valuable natural and anthropic potential. Moreover, the cultural diversity of
Europe is one of the key-elements of attractivity for the domestic and the international tourism, which cooperates with maintaining the first place in the world classification.
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HOST COUNTRY MATTERS
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Abstract. The aim of this paper is to find out where are the Romanian students going to study abroad and what
matters most in choosing a university abroad. The hypothesis of this study is that at similar levels of quality and
prices the host country’s reputation/image matters. Even more, if the reputation stands high or if the image is strong,
students are willing to pay extra, because they perceive it is extra quality. 500 questionnaires were randomly
distributed at two University fairs from the most developed and the least developed region of Romania. And the
conclusion coming out from interpreting the questionnaires is that most of the students want to become international
students in a developed country and in choosing a University abroad what matters most is the host country image.
Keywords: choosing a university abroad, international students.
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Introduction

Choosing a University abroad is more than a major decision for a student and his/hers family, it is the decision
that will mark his/hers life and career. Therefore it should be the right one. It is a complex decision, based on a
range of factors with different weights. How does a person get to such a decision it is an important theme for
researchers, for international universities and national governments.
What is an international student? The UNESCO Institute for Statistics, the OECD and Eurostat define as
international students those who are not-residents of their country of study or those who received their prior
education in another country (see www.oecd-ilibrary.org).
UNESCO developed the International Standard Classification of Education (ISCED), where:
– Level 5 (First stage of tertiary education) is defined as Bachelor and Master Degree level in the Member
States.
– Level 6 (Second stage of tertiary education) is defined as Doctorate Degree level (PhD) in the Member
States (see www.uis.unesco.org).
Research methodology
The definition of the international student and reasons for studies abroad has been studied by several authors.
The most common keywords are shown in the table below.
Table 1. The authors and the main themes studied in 1997-2009 period
Author(s)
Duan
Hughes
Mazzarol
Baldwin and James
Bourke
MazzarolandSoutar

When
1997
1998
1998
2000
2000
2002

Soutarand Turner
Brooks
Hemsley-BrownandOplatka
Pimpa

2002
2003
2003
2003and
2005
2004
2005
2007
2007
2008
2008
2008
2009

global themes education marketing
The influence of factors in choices of international education
students motivation for universities
students preferences for universities
cultural or social factors
student’s satisfaction
country of destination image
student’s evaluation

2009
2010

personal factors
the educational value was studied from an European point of view

Maringe
Shanka, Quintal, and Taylor
Altbachand Knight
Maringeand Carter
Brooks
Engelke
Gribble
Cubillo-Pinilla, Zuniga,
SoretLosantosandSanchez
Liu, MavondoandQiu
PetruzzellisandRomanazzi

Main theme
the influence of factors in choices of international education
international education as national industry and its influence on exports
the critical factors for success
student as an informed consumer
a model of determinants in choosing a University
the push and pull factors influencing students choice and other researchers studied the decision
making process
students preferences for universities
the influence of family and friends on future students decision for choosing a university
cross-cultural values
the influence of family and friends on future students decision for choosing a university

The aim of the paper is to find out the most wanted countries as country of studies and to find out the reasons for
studying in a chosen country. This will be the first of the three parts study.
The research methodology focuses on quantitative methods: 500 questionnaires were given to high school
students during a university fair held in Bucharest and two ones in Vaslui in the first week of April 2014. The
students were informed this will be part of a research and they completed the questionnaires by themselves. 213
out of the questionnaires proved to be fully completed (42.6%), therefore considered for the research.
Regarding the respondents: the girls were 52% and the boys were 48 %, which is in accordance with the recent
national census, aged under 18 years old 38% of the students and 62% were 18 or 19 years old, which is the
average age for senior year in high school.
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Research results
For the intention of study abroad, the question in the questionnaire was: “What do you intent to do after graduate
the high school?
a) Find and a job and after saving some money study abroad.
b) Find a job and study abroad in the same time.
c) Start the studies in Romania for the Bachelor degree and continue them abroad for the Master degree.
d) Study abroad”.
The outcomes were a) 8/213= 4%; b) 8/213 = 4%; c) 90/213 = 42%; d) 107/213=50%.
Therefore half of the respondents wanted to study abroad and 42% intend to have part of the studies home and
the rest abroad. Considering the fact that the questionnaires were filled in during three university fairs, one
question was if they already applied for a University abroad, and out the 107 pupils who expressed their
intention to study abroad right after graduated high-school, 85 applied for a University abroad previously or
during that week; that means almost 80%.
For parents’ level of study in the questionnaires the respondents have to choose between:
“a. father only; b. other only; c. both parents; d. none of the parents”.
I think if both parents had graduated a University, they will deeply understand the importance of studies
(included abroad) and will be fully supportive, while if none of parents have tertiary studies they will do what it
takes so that their child have a University degree.
The outcomes are 4. 14%; b.12%; c.38%; d.36%
Family income is vital to sustain the studies and staying abroad for studies, so in the questionnaires the
respondents had to choose between
a. Under the national average; b. At the national average level; c. More than the national average
The outcomes are: a. 11%; b. 73%; c. 16%
One of the questions was if the study program would be of the same quality and price what would be the host
country of the offering University most wanted? Please make three choices and for the first one give three
motives for choosing that country? The result was as follows:
Figure 1. First choice in most wanted host countries

Source: own illustration.
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Figure 2. Second choice in most wanted host countries

Source: own illustration.
Figure 3. Third choice in most wanted host countries

Source: own illustration.

For the first choice top 3 is: UK – Romania– Denmark. For the second and third choices the triplet leads:
UK – France– Germany.
Using the rank order method I computed the overall score for the countries appeared in at least 2 out of 3
choices.
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Table 2. Overall scores for country choice
Country
UK
Germany
Romania
France
Denmark
USA
Netherlands
Sweden
Italy
Spain
Belgium
Ireland
Austria
Switzerland
Finland

Overall score for all choices
1,68
0,56
0,53
0,52
0,46
0,40
0,32
0,18
0,15
0,13
0,13
0,10
0,10
0,09
0,06

Source: own illustration.

Now we come to major part: the reasons. Our hypothesis is that at least for the developed countries there is a
significant effect of the country of origin for study on motivation. That is at similar levels of quality and price the
host country’s reputation/image matters. Even more, if the reputation stands high or if the image is strong,
students are willing to pay extra, because they perceive it is extra quality.
This hypothesis is sustain for now by the previous figures, because in the most attractive host countries, or in the
top choices UK, Germany, France, Denmark, USA, Netherlands lead. What is their most important common
feature? They are developed countries.
Back to the respondents reasons, we split them in country related reasons, university related reasons, personal reasons.
Personal reasons:
 Financial motivation- meaning reasonable living costs, opportunity that the family and/or relatives already
living there to support at least partially the costs or to provide financial aid; about three million Romanians
are working and living abroad and at the very beginning they went to work leaving their family back home,
later after saving some money and finding a permanent job, they get an work permit and citizenship, they
have a home and come to Romania for holidays mainly. Meanwhile over the years, their children grew up
and are about to start a University, it seems natural that the children join their family studying abroad.
 Familiarity with the country—meaning they already have been there or even live there for a while, usually
visiting their relatives or spending their holidays with their families.
 Family and friends-all those mentioning this reason said part of their family is there, or that they have friends
studying there that can help them, or they have brothers or sisters studying there or about to do the same next
year. All the respondents admit that they do not want to be alone in another country and that they would feel
more confident having a relative or a friend there.
 Career and job-they all want to find a job and to start a career abroad, which is easy to understand because all
the jobs offers better earnings than home and even if the jobs are not permanent, they are still a valuable
work experience for their CV.
 Language is an important issue either for those who have a good command of the language or are fluent in
that language or for those who intent to improve the language level during their study period.
 Personal development- the reasons are quite diverse in this category: from “can’t hurt to try” to ”I can find
exactly what I want”, from “I want to live new and exciting experiences” to “I want to meet new and
interesting people”, from “I want to live there for good” to “there are so many things I can visit there”; from
“I want to be on my own” to “I want to be the first in a new business”; from “I want to have a successful
career there” to “maybe I will marry there”; from “I can easily acquire new abilities” to “ they don’t have
many flight attendants as pretty as myself”.
 Country reputation as they perceived is very high, the country image is really important for their motivation.
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University related reasons:
 26 reasons related to university’s quality: getting a Master degree in 1 year, a large range of courses
(included in English), focusing on practical aspects, many international students, the quality of the studies,
the courses are accessible, the diploma is widely recognized.
 21 motives for students: facilities and accommodation, far better condition for study, up-grated technology
available for students, accommodation for students reasonable prices, at suitable distances, enough for every
student.
 8 reasons related to internship, all the respondents ask for internship at major a company, to work with
specialists and learn from them.
 15 reasons related to teaching methods, such are fairness, correctness, requirement, experience in working
with international students, mentor’s implication, the variety of assessment methods, the focus on meeting
the student’s needs
 18 reasons on country’s reputation and country’s image: a significant number of international students,
cultural exchange, multiculturalism, diploma’s reputation, the quality of study programs and the quality of
students’ life, the quality of the educational system, the international prestige of the host country.
Country related reasons:
 43 money related reasons: free tuition, financial facilities for students, scholarships, reasonable costs for
studies, better wages after graduated.
 47 reasons related to educational system: the high quality of education, better ranked universities,
Universities in top 100.
 31 reasons related to jobs after graduation: many opportunities to find a job, better paid jobs than home.
 -197 reasons related to country reasons: powerful country, rich country, developed country, beautiful
country, high country reputation, quality of life, high standards of living, country’s culture and civilization
Out of all 639 reasons, 344 are related to country (54%); out of 344 country related reasons, 197 are about
country image (57%).
The respondents who decided to start their studies abroad were asked to rank the importance of the following
reasons in taking the decision of study in a particular host country of studies (I called that country SCO-Study’s
country of origin). I used a Likert scale with 3 steps: “not so important”; “important”; “very important”. Then I
used the rank order method to compute the scores according the answers.
Table 3. The scores for reason of choosing a host country of studies
Reasons
SCO offers the most attractive conditions for admission in the area I am interested in
The quality of education in SCO
The overall quality of SCO
The growth of reputation due to diploma from SCO
The opportunity to find a job in SCO after graduated
The study programs are in an international language I know
Tuition fee in SCO compared to other countries
The opportunity to get a scholarship in SCO
SCO’s reputation regarding public safety and security
There are opportunities for part-time jobs for students in SCO
The opportunity to become a SCO citizen
The opportunity to take a loan for my studies and to pay back after having a job
Having a relative or a friend that lives or study in the SCO

The scores
2,91
2,58
2,47
2,38
2,36
2,28
2,24
2,20
2,19
2,17
1,91
1,81
1,78

Source: own illustration.

Conclusions
Becoming an international student is a gain for the student because he/she can have unique learning experiences,
live a cosmopolitan student life, become fluent in an international language, acquire specific abilities and
competences that can’t be acquired at home. But, on the other side, becoming an international student is a major
decision for any student, because it usually means just the first phase in living and working in a better developed
country. Being an international student is a major decision for the student’s family, because it means a major
financial effort for at least 5 years and usually the beginning of permanent separation. A notable exception here
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for families already living and working abroad, for whom becoming an international student means reuniting the
family. Romanian international students studying abroad are definitely a threat for Romanian Universities, by
losing valuable human resource and necessary financial resource. They might be considered a bad export for the
country, due to money flows that go with them, but also by losing potential jobs at home. This first study aimed
to find out what matters most in the process of decision making in order to choose a University abroad. And the
conclusion coming out from interpreting the questionnaires is that most of the students want to become
international students in a developed country and in choosing a University abroad what matters most is the host
country image.
Limitation: the respondents were only from two Romanian regions considered to be the welfare and respectively
the poverty national poles.
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Abstract. This paper is premised on the observation that a view of competitive development based on ‘nation states’
may gradually have to give way to ‘contexts of development’ as an analytical framework which accounts more
appropriately for the interstitial fabric of economic, as well as historical, social and cultural linkages across borders
between atomized actors (countries, firms, and individuals). We attempt to identify contexts boundaries to reveal the
contextual origins of a country’s competitive assets. We collect data for the three mapping dimensions: identity
(geographical scale and polity), functionality (thematic focus of cross-border cooperation, policy areas), and
governance (policy space, decision-making, civil society). The geographical focus consists of ten selected European
regional groupings. We produce a qualitative assessment of each cooperation structure by assigning scores of
institutional quality on two institutional dimensions: breadth and depth of the level of integration.
Keywords: territorial development, economic integration.
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1. Introduction
This paper attempts to present evidence related to the hypothesis about replacing the view of ‘nation states’ as
optimal economic units (in explaining development) with a spatially contextualized one based on territories as
economic areas of variable geometry. With ever greater emphasis on territorial cooperation and regional
networks in the programming framework, the European Union (EU) heads towards a vision of economic
integration which accounts more appropriately for the interstitial fabric of economic, as well as historical, social
and cultural linkages across borders between atomized actors (countries, firms, and individuals). Against a
background of almost inexistent barriers to trade, as well as near completion of the single market, the EU
member states are expected to increasingly benefit from geographical and institutional proximity within
neighbouring regions rather than conventional gains of country specialization. In other words, regional
commonality has become a competitive asset.
The territorial vision of the strategy of integration is by no means a European characteristic. Contiguous regions
that were successful at earlier times in advancing integration may shed light on things to come. One such example
is Cascadia, a region on the Pacific coast stretching from British Columbia in Canada to Oregon and Washington in
the U.S., and including parts of Yukon, Idaho, Wyoming, and Western Montana states. Initially conceived as the
territory of an environmental project in the Cascade Mountains in the 1970s, the region has grown to a stage
wherefrom it boasts the political identity of “The Republic of Cascadia” for its approx. 14 million residents
(Webley, 2011), with a GDP of $814 billion (2011), which would rank it the 18th largest economy in the world
(Talton, 2013), and home to multinationals like Microsoft, Amazon, Starbucks and Nike, or worldwide renowned
entertainment industries in Hollywood and Vancouver. Cascadia has proved to be a remarkable case of merging
political and economic interests towards setting-up a cross-border polity with a regional identity, functional
economy, and common governance, identifying characteristics of regional viability.
This is an outline this paper attempts to detail at the level the current European initiatives and projects of crossborder cooperation structures (CBCS). We first discuss the two building blocks of cross-border cooperation,
geographical and institutional proximity. This provides the background for an institutional evaluation of CBCS as a
function of regional identifiers, core functionalities, and policy scope, and how these relate to wider issues of
development and advanced integration. We apply a three step exercise emphasizing the breadth and depth of the
agglomeration. In terms of breadth, we want to know the number, thematic focus and institutional forms of the
areas of cooperation that make a region more or less functional. In terms of depth, we investigate the connections
that have resulted among various regional initiatives and the extent to which they become accomplished objectives.
We conclude on the conditions of transforming cross-border development into a competitive asset.
2. Theoretical Framework
Tackling cross-border cooperation in Europe has become almost an inevitable step on the way to
understanding what the future engines of growth may consist of. Its dynamic development during the last
decades (see Chilla et al., 2012) permits some lessons to be drawn as to the setting of integration among
member-states along contiguous borders, as well as the implications of integrating them into coherent regional
policy initiatives. For instance, ample discussions relate now to both successful and failed attempts to
overcome the disadvantages associated with marginal border location (Kratke, 1998, Perkmann, 2007), which
may prove a stimulating premise of achieving the ambitious objectives of social and economic cohesion.
CBCS initiatives arise from a two-pronged set of prerequisites in relation to proximity. One is geographical,
the other is institutional. The geography of CBCS is responsible mostly for the quantifiable effects of market
integration: resource allocation, competitive effects, increasing returns to scale, and transportation costs. The
amplitude of the effects depends essentially on market size to the extent that a large geographical scale allows
factors to find the most favorable returns. The optimal institutional design should reflect these benefits as a
function of the geography of integration of an area within which growth and competition become selfenforcing. That was the economic case of establishing a customs union among the six EU founding members
in 1957, and it should have played a similar role with each successive waves of enlargement.
An economic bloc, however, thrives on unquantifiable benefits as well, resulting from example from externalities,
trust, or commonalities such as a feeling of closeness, language, ethnic roots or historical events. On a general level,
the potential of turning them into tangible gains from integration is a function of institutional proximity. An

330

Valentin Cojanu, Raluca Robu

enlarged EU finds increasingly difficult to adapt a single set of policies with the same effect to environments that
differ in the way they set their political vision, organize their economies, or adopt cultural values and social norms.
Institutional proximity make complex, well-defined and oriented relationships possible across countries: “examples
include customs, collective habits, prejudices, legal or moral rules but also parliaments, firms, associations etc., that
constitute a concrete manifestation of institutions.”(Talbot, 2007)
Cross-border cooperation structures (CBCS) are formed on cultural, social and economic affinities, due their
common historical background, offering a framework for regional cooperation. Based on the institutional form
and level of governance, these structures have different tools to adopt and implement decisions and cooperation
projects; they configure spaces of development within a geographical scale that includes homogeneous
institutions. It is from this perspective that territorial development may be regarded as a competitive asset linking
the two defining parts of a regional economy – its geography and its institutions, formal and informal – in truly
mutually dependent articulations. Poor geography can undermine the success of good institutions, as can bad
institutions turn a good environment into a botched attempt to development.
3. Evaluation of institutional strength
3.1. Methodology
We collected data for three mapping dimensions: identity, reflected by geography and polity; functionality, the
thematic focus of cross-border cooperation; and governance, the policy space of decision-making. Each of these
dimensions, combining facets of both geographical and institutional proximity, permits a qualitative assessment
of cross-border cooperation structures by assigning scores of institutional quality on two dimensions: breadth
and depth of the level of regional integration.
Our CBCS sample consists of ten European regional groupings, represented in Figure 1, as follows:
Oberrheinkonferenz (Upper Rhine), Nordisk Ministerråd (The Nordic Council), Agglomération franco-valdogenevois (Grand Geneva, Danube-Kris-Mures-Tisa Euroregio, Greater Region, Siret-Prut-Nistru Euroregion,
Euregio Maas-Rhein, Council of the Baltic Sea States, Trinational Eurodistrict Basel, and Euroregion AlentejoCentro-Extremadura (EUROACE).
Figure 1. Map of selected cross-border cooperation structures

Source: Association of European Border Regions (2014).
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The breadth of CBCS refers to the number and thematic diversity of regional policies. The strength of the regional
structure is a function of common results from activities such as science and technology, cultural and educational
exchange, health care, environment, tourism, and their relation to the economic development of local economies. It has
become customary that intra-regional partnerships include ‘science and technology’, ‘cultural and educational
exchange’, or ‘health’ among prioritized areas of cooperation, which are all particularly favourable to promoting
local/regional distinctiveness. These initiatives eventuate in increasing institutionalization strategic set-up in a crossborder region that would lay down the platform of deepening market integration.
The institutional scale is local, regional, and national for each thematic focus (Kraetke, 1999, p. 636), while the
geographical scale is small, for areas under 5,000 km2, medium (5,000-25,000 km2), and large (above 25,000
km2).For example, cooperation in environmental protection might involve only a certain part of the region and
the area of this specific territory should be classified as small, medium or large irrespective of the geographical
scale of the entire cooperation structure.
The depth of CBCS refers to the level of integration for each thematic focus. We evaluate the strength of the crossborder institutional structure placing it in one of three categories to which we assign a number of stars accordingly:
One star (*): If there is a written form of cooperation like agreement/contract/convention, etc.
Two stars (**): If there is an institutional setting and a record of actions undertaken, for example: adopted
working standards or codes, etc.
Three stars (***): If there are tangible economic effects, such as research and development projects, patents,
application of standards, etc.
3.2. Findings
3.2.1. Identity
Political organization takes a variety of forms. The study includes ten cross-border cooperation structures, some of
them having an informal structure, such as a charter (Franco-Valdo-Genevoise Agglomeration and Euroregio MaasRhein). Trinational Eurodistrict Basel, Danube-Kris-Mures-Tisa (DKMT) and Siret-Prut-Nistru Euro-region are nonprofit associations, while the Greater Region is the most institutionalized, as a legal person: European Grouping of
Territorial Cooperation (EGTC) with a regional authority. Other structures have a consultative role at governmental
level: the Council of the Baltic Sea States (CBSS) –a political forum for regional intergovernmental cooperation, the
Nordic Council–a parliamentary cooperation forum, and Upper Rhine–an intergovernmental commission.
The organization of the technical staff is not connected to the status of the cross-border cooperation structure and
it usually consists of separate working groups. Their activities are not necessarily interconnected. Only
Projetd’Agglomeration franco-valdo-genevois, Siret-Prut-Nistru Euro-region Association, Euroregio MaasRhein, Grand Geneva and Basel work as integrated teams. This has a direct impact on the degree of coordination
between several policies within the cooperation structure. In the following paragraphs, we describe identity
features of each cooperation structure.
The Franco-German-Swiss Conference of the Upper Rhine provides the institutional framework of cross-border
regional cooperation in the Upper Rhine area. Furthermore, the Government Commission represents the link
between the Upper Rhine Conference and the national governments and can mediate questions, which cannot be
settled at regional level.
The Nordic Council (Norden) is the official inter-parliamentary body, all members being nominated by the party
groups in their home parliaments. It works as a consultation body between its members, adopting
recommendations prepared in its standing committees, or by passing specific declaration which are acted on
afterwards by ministers and officials in member states.
Grand Geneva or the France-Vaud-Geneva agglomeration is a cross-border cooperation structure that has
evolved into several institutions which cooperate to preserve the quality of life in the context of the permanent
demographic and economic expansion of the region: Comité regional franco-genevois (established in 1973 by
Geneva and France), Conseil du Léman (1987). In 2004, the most extended project of cross-border cooperation
that comprises the region of Geneva was initiated: Project d’agglomération franco-valdo-genevoise (Grand
Geneva) created to support a homogenous development of the agglomeration. Métropolelémanique (2011) is the
most recent institution and was established to promote the interests of the Léman region in Switzerland. The
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project of Grand Geneva implies a vast cross-border cooperation in several areas: agriculture, economy,
environment, housing, mobility, nature and urbanization. (Grand Geneva, 2013)
Danube-Kris-Mures-Tisa is an association based on 10 working groups with the purpose of extending the
cooperation between local communities and local governments to ease the European integration process.
The Greater Region (or Greater Region of Luxembourg) was created to promote economic, cultural, touristic and
social development and is one of the most density populated and wealthiest regions of the European Union.
Siret-Nistru-Prut Euroregion Association proposes a systemic approach toward strategic planning: local strategic
planning - regional strategic planning frame.
The Euregio Maas-Rhein is a charter which was formed in 1976 and is characterized by the existence of
important European sea ports like Rotterdam and Antwerp, which generate high income.
The Council of the Baltic Sea States is a political forum for regional inter-governmental cooperation and its
members are the 11 states of the Baltic Sea Region, as well as the European Commission. The Council consists of
the Ministers for Foreign Affairs from each Member State and a representative from the European Commission.
Tri-National Association Eurodistrict Basel has a non-profit nature and its members are cities, municipalities,
communal groups and communities, which are located within the perimeter of the tri-national agglomeration of Basel.
EUROACE is located on the Spanish-Portuguese border. This organization is not legally formed. This means
that EUROACE’s structure is open and dynamic and that all entities and organizations within the three member
regions, both public and private, that wish to participate can join this community. The Euroregion’s territory is
comprised of a vast web of medium-sized and small cities.
The geographical scale describes the surface of cross-border cooperation structures. The smallest regions are
Trinational Eurodistrict of Basel (1,989km2) and the Franco-Valdo-Genevoise Agglomeration (2,000 km2), being
densely populated urban areas. Trinational Eurodistrict of Basel comprises several towns and villages around the
city of Basel, while the Franco-Valdo-Genevoise Agglomeration is created around the city of Geneva and
includes both Swiss and French municipalities. Large structures are usually Euroregions: DKMT, Siret-PrutNistru and Alentejo-Centro-Extremadura. The largest CBCS is the Nordic Council (1,319,482.70 km2) and it is
formed by entire countries: Denmark, Finland, Iceland, Norway and Sweden. Medium sized CBCS are: the
Council of the Baltic Sea States and Euroregio Maas-Rhein.
3.2.2. Functionality
The functionality or the thematic focus of cooperation is analyzed in two dimensions: the breadth (the number of
domains of cooperation) and depth (the level of integration on each thematic focus).
The thematic focus for each region differs according to the common background of the members, to the specific
economic activity, specific resources, cultural affinities, social issues, etc. and cooperation targets using regional
advantages to enhance its development.
The most frequent domains of cooperation are: environmental protection, which can be found in eight of the ten
analyzed structures, and culture, in seven structures. Other very important directions are health (six structures),
education and tourism (each in five structures).CBCSs can develop an important part of cooperation in domains
that cannot be found in other cases. An eloquent example is that of life sciences and biodiversity in Basel, which
contributes strongly to this Euro-district’s economy. One person out of ten who lives in this region is employed
in life sciences. (Eurodistrict Basel, 2013)
The breadth (the number of cooperation directions) is very different from one region to another. Greater Region
cooperates in eight directions (the highest number), which are also the most frequent ones: environment, health,
education, culture, economy, tourism, etc. DKMT and Basel have seven domains of cooperation, but some of
them comprise two or three areas at the time: transport and urban development for Basel and, in DKMT,
“Economy and infrastructure” and “Culture, education sports”. Norden’s cross-border cooperation extends over
six areas, Upper Rhine’s, Grand Geneva’s, Maas-Rhein’s and CBSS’s cooperation covers five areas and
EUROACE, four. The region with the smallest breadth is Siret-Prut-Nistru Euroregion with only three directions
and one project within each of them. This region is also the newest and includes a small population.
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Because there are several projects in different stages of implementation in each thematic focus, we ranked the
projects first. Each project is evaluated at one, two or three stars according to institutional strength, as described
in the methodology section. The depth of cooperation in each thematic focus is calculated as a sum of the
number of stars assigned for each project. For instance, in the cooperation for economic development in CBSS,
there are 3 projects ranked one star, 3 projects with two stars and one project with three stars, gaining a total
score of 12 stars (Table 1). The highest rank was reached by Norden in environmental protection (25*) and
EUROACE, also in environmental protection (19*). Other advanced levels of cooperation were established in
economic development: Norden (16*), CBSS (12*) and DKMT (8*). In Norden, culture has an important role in
cooperation (13*), while Maas-Rhein Euroregion focuses on research and development (12*), the Greater
Region on tourism and culture (9*), having most of its thematic focus evaluated at six stars (education, research
and development, technology) and Trinational Eurodistrict Basel, on transportation (10*).Surprisingly, in Grand
Geneva we found fewer projects, although they produce an important economic impact. There is one project
evaluated at three stars for each of the following: nature and environment, transportation and agriculture. SiretPrut-Nistru has only two stars for every thematic focus, each of them including one project: technology, business
and social development. In general, an advanced level of development translates proportionally into the ease of
multiplying the opportunities for asserting regional belongingness. A synoptic view of these findings is
presented in Table 1 and Figure 2 below.
Table 1. A hierarchy of CBCS according to institutional strength
(a) Large geographical scale
CBCS
Nordic Council
EuroregionAlentejo-Centro-Extremadura
Nordic Council
Nordic Council

Policy focus
Environment and Nature
Environment
Economy, business and working life
Culture, leisure and media

Institutional score
25* (5x2*+5x3*)
19* (2x2*+5x3*)
16* (5x2*+2x3*)
13* (5x2*+1x3*)

Policy focus
Research and development
Economic development
Transport and urban development
Environment
Culture
Planning and sustainable development
Civil security and human dimension

Institutional score
12* (3x2*+2x3*)
12* (3x1*+3x2*+1x3*)
10* (5x1*+1x2*+1x3*)
9* (2x1*+2x2*+1x3*)
9* (3x3*)
8* (1x2*+2x2*+1x3*)
8* (1x1*+2x2*+1x3*)

Source: authors’ calculation.
(b) Small/medium geographical scale
CBCS
Euregio Maas-Rhein
CBSS
TrinationalEurodistrict Basel
TrinationalEurodistrict Basel
TrinationalEurodistrict Basel
TrinationalEurodistrict Basel
CBSS

Source: authors’ calculation.
The institutional strength of each CBCS is calculated as a sum of the scores attained in each thematic focus and it is
represented in Figure 2.
Figure 2. Institutional strength of selected European CBCS
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The region with the highest number of stars for all its projects is Norden (61*). Its domains of cooperation rely on a
broader thematic focus: environment and nature, education and research, culture, leisure and media, etc. The
implementation of its projects is in the final stage, already producing important economic results (nine projects were
ranked 3*), all characterized by a high emphasis on innovation. There is also an important role assigned to education in
almost every domain and refers to disseminating information obtained from each project to its beneficiaries. Creative
industries are seen as growth engines and receive a great attention in both economy and culture areas.
The regions with second best institutional strength are Greater Region (45*) and Basel (44*). Greater Region has
eight projects ranked 3*, but its policies are not interconnected through an integrated development strategy, like
in the case of Norden. However, there is certain common ground between some projects. For instance, the
project Edudora2 is a cooperation in the healthcare sector and it has certain implications in education as it relies
on teaching the population to prevent and cure health problems.
3.2.3. Governance
The institutional level can differ very much from one project to another within the same region and thematic focus.
The national level includes governments and national institutions, while regional actors include regions, provinces,
cantons and local actors are formed of municipalities, communes and districts. There is no distinction in the analysis
between civil society and public or private actors because this information is not available in all CBSSs.
Within the ten selected regions, there are generally more domains in which national actors are implied in the decision
process. The thematic focus which relies only on regional and local actors is usually more locally specific: housing and
accommodation, urbanism and sports, either there are programs initiated by smaller regions which are very specialized
in certain directions (research and development, technology and tourism), or have certain geographical features that
extend over national borders and need to be protected in environmental programs.
The size of the policy space is usually similar to the size of the whole region, but in some cases certain areas of
cooperation focus on smaller geographical space. This is case of cooperation in security in Upper Rhine, which
only focuses on the border area (small scale) and uses regional and local actors to coordinate and implement the
projects, urbanism projects in DKMT, which develop only certain towns, and education in the Greater Region
applicable in a number of municipalities, but coordinated at national, regional and local level. On the other side,
Grand Geneva implements projects which are designed for a larger geographical space outside its boundaries.
For instance, cooperation in health includes programs that are conducted in France and Switzerland at national
level, in a cross-border cooperation framework: emergency sector, health crises, epidemiology, environmental
health and a free telephone line for prevention of addictive behaviors. DKMT is a special case, where most of the
projects are at small scale, in small regions, initiated by local communities, trying to promote a very unique and
concentrated cultural space through rural tourism, crafts and cultural events. Table 2 summarizes the frequency
of the level of institutional actors in each region.
Table 2.The Governance level in each thematic focus
CBCS
Upper Rhine
Norden
Grand Geneva

DKMT
SPN
Upper Rhine

Number of policies
2
2
1
4
1
1
3
2
1
1
4
2
1
2
1

Institutional level
N, R, L
R, L
N
N, R
N, R, L
N
N, R, L
R, L
R
L
L
N, R
R
R, L
R

Abbreviations: N-National, R-Regional, L-local.
Source: authors’ calculation.

CBCS
Greater Region
Maas-Rhein
CBSS
Basel
Euroace

Number of policies
6
1
1
3
1
1
3
2
4
2
1
2
1
1

Institutional level
N, R, L
R, L
R
R, L
N, R, L
N, L
N, R, L
N
N, R, L
R, L
R
N, R, L
N, L
R, L
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In Figure 3, we have determined the general institutional level of each CBCS, by adding the actors from all policies,
and the geographic scope, by including the whole geographical surface where all the policies are applied.
Figure 3. Geographic focus and governance of selected European CBSS

Source: authors’ calculation.

336

Valentin Cojanu, Raluca Robu

Overall, the ten regions present a large variety of characteristics that describe their geographical space, polity,
policy areas and governance. The limit of this analysis is that it does not set a direct relationship between the
form of organization, size and governance level on one side and the level of integration on the other side, but it
presents some obvious relations and a complete data on a common framework.
4. Conclusions
Our results address some tangible policy issues such as: identifying the connections which are established
between different thematic areas of cooperation and defining the role of cross-border externalities and their
impact on country specialization.
A selection of ten cross-border cooperation structures, broadly spread on the surface of the European Union,
serves the objective of describing well defined regional identities and their core functionalities, regardless of
state borders. Their variety is given by geographical scale, form of organization, the thematic focus of crossborder cooperation, the governance and levels of decision, while their strength and unity relies mostly in the
level of integration derived from the number of cooperation areas and the implementation level of the projects in
each area.
The main conclusions of this analysis are:
 The geographical scale is not directly connected to the level of integration. Although policies that comprise
large areas, such as entire states, are hard to coordinate, the Nordic Council is the most integrated region,
while the Trinational Eurodistrict Basel is an urban agglomeration which creates many opportunities for
cooperation, important cross-border flows of capital, workers and goods and congestion issues that are hard
to manage.
 An older cooperation is usually more advanced, but this is rather the result more of the common history and
cultural background, as well as older international relations of the countries involved.
 Integrated teams serve for a slightly stronger cooperation comparing to working groups assigned for each
functionality because the last ones are more specialized and focused on their specific role. Functionalities can
be otherwise coordinated through a common vision, good management of the CBSS, implication of common
actors and assigning a single working group for two or more domains.
 Greater Region is the most institutionalized region and this might have an important role in its high level of
integration because it has more authority and financing possibilities.
 Regarding thematic focus, there is a large set of possibilities to integrate a region on both the depth and
breadth dimensions. The number of functionalities does not have a clear relationship to the advancement of
the projects and their economic impact. The cooperation is stronger in areas with a more general impact on
the stakeholders: environment, health, education and tourism. Coordination between domains of cooperation
is given by the organization of the CBSS and the connections between them, which allow the appliance of the
same policy, such as culture and leisure, or economy and business.
The governance level has an interesting influence on cross-border cooperation: a smaller scale, such as local, or
regional gives more independence from central states, being able to focus on regional identity and advantages,
while a national one gives more authority, legal power and central coordination. The most integrated structure
from our sample, Norden, functions as a consultative body between governments and uses national actors in all
areas of cooperation.
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Abstract. The economic companies, by virtue of their daily activities, are often in contact one another, and these
interactions can sometimes lead to anticompetitive agreements. Some agreements concluded by the economic
operators are absolutely necessary for the development of their current activities. It is the case of the agreements
which, following the rules of competition, are able to bring a series of benefits to consumers and to the economy as a
whole. On the other hand, the economic operators usually conclude secret agreements that are harmful to the
economy and to the consumers as well, because they violate the competition rules. In order to detect such practices
and to eliminate them, the competition authorities have at their disposal leniency policies and analytical methods for
detecting anticompetitive behaviours. While the leniency policy represents an active modality of identifying the
anticompetitive behaviour, the analytical methods represent an active tool for detecting such behaviour. Moreover,
the effective application of analytical methods for detecting cartels leads to the increase of leniency policies’
efficiency.
Keywords: competition law, anticompetitive behaviour, cartel, analytical methods, improbable events.
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1. Introduction

Cartels between enterprises can be achieved in several ways, among the most well-known ones being: price
fixing, bid rigging, output limitation and market sharing.
Among the factors that favour cartels’ formation, we mention: the elasticity of the demand, the concentration
degree of sales or of buyers, barriers to entry on the market, the existence of information exchanges between
companies, markets with a high bankruptcy risk, stable or declining demand, the interaction of firms competing
on a variety of markets or even markets with repeated cartelization.
2. Theoretical studies on the detection of anticompetitive behaviours
Although the literature in the field is plentiful in studies concerning cartels’ detection, the possibility of cartels’
emergence and the necessary conditions of cartels’ stability, no method offering robust results could have been
identified yet.
There are four principal methods in which cartels are detected:
(i) The first method is to determine whether company’s mode of action is inconsistent with a competitive
environment (method A);
(ii) The second method is to analyse if there is a structural failure in company’s behaviour (method B);
(iii) The third method is to check the behavioural differences between the firms supposed to be part of a cartel
and those companies activating in a competitive environment (method C);
(iv) The fourth method is to analyse weather a collusive model fits better to the data involved than a
competitive model (method D).
In general, methods A and B (in a simplified form of them) do not provide direct evidence of firms’ participation
in a cartel. These two methods analyse the observable behaviour of a company and try to explain it by means of
a competitive model. However, if it is not possible to justify the behaviour of a firm by such a competitive
model, this does not automatically lead to the conclusion that the respective company participates in a cartel.
Concerning the first method (A), the main problem of the discussion is whether the competitive model
formulated before be or not wrong specified. The incorrect specification of the model could be due to the
unrealistic assumptions formulated in terms of costs or to the demand function as well as to the omission of
some variables.
Further on, we describe the way by which the economists have implemented analytical methods for identifying
the existence of competitive problems. We will discuss about a series of examples such as: bid rigging, price
fixing, coordination methods for sale prices and for market shares.
Bajari and Ye (2003) compare the collusive and competitive structural methods in order to observe which of
them could be able to explain better a given set of data. The information belonging to Bajari and Ye’s study
refers to the first-price sealed auction in which the product is homogeneous and bidders’ costs are independent.
The cost function of the bidder i is extracted from a population which has the function of cumulative distribution
F ci zi ,  : t c, c  0,1 , where θ represents a parameter vector common to all bidders, and zi is a vector of

 

independent and observable variables that are unique to each firm (but that may be correlated). However, the
condition referring to the independence of these variables, is one essential.
The competition model is based on the equilibrium of the following game:







the expected profit of the bidder i from the auction bi is bi  ci  1  F j B j 1 bi  and this could be get if the
j i

bidder won the auction. Bi  represents the strategy of the firm i. As a consequence, the expected profit is equal
to the multiplication of the difference between the offer’s value desired for the auction’s winning and the
company’s cost, and the probability that the firm wins the auction.
The implementation of such a model supposes the estimation of a price function for each firm and then the
testing of the independence and interchange ability corresponding to companies’ cost functions. The purpose of
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applying an independence test consists in verifying whether the unexplained part belonging to firms’ offers is
independent or not. The role of the interchange ability test is to analyse whether the estimated coefficients of cost
functions are the same in the case of all firms or for a particular part of companies participating at the auction.
Bajari and Ye used this model for analysing the public auctions whose subjects were roads renovations in
Minnesota, North Dakota and South Dakota during 1994 - 1998. The dataset included 138 auctions at which a
number of 11 companies took place. These auctions were awarded on the lowest price principle. The equation of
the offer which should have been estimated was:
BIDi ,t
ESTt

  0   i1 LDISTi ,t   i 2 CAPi ,t   i 3 MAXPi ,t   i 4 LMDISTi ,t   i 5CON i ,t   i ,t

The dependent variable is represented by the ratio between the offer of the firm i for the project (auction) t and the
cost estimated by the firm for the respective project. The variable LDIST measures the distance of the firm i from
the project t, CAP represents the capacity of the firm involved in the named project, CON represents the percentage
from the turnover achieved in the state in which the firm deploys its project. In other words, the variable CON
quantifies the degree to which the firm i is familiar with local regulators and suppliers of raw materials.
Bajari and Ye draw the attention on the fact that if two enterprises use the same subcontractor to calculate their
costs, then their offers cannot be considered independent even if between them there is no agreement.
Methods C and D allow the analyst to compare the collusion and the competition in different ways. The method
C needs the identification of a competitive benchmark or of a number of companies on the market which are not
involved in the presumed cartel (for example, firms could activate on a different geographical market).
Therefore, we consider that it is very important for the data to include a pre-cartel period otherwise this method
will be inapplicable. Another shortcoming linked to this method is that referring to the benchmark’s endogeneity.
If, for example, the benchmark comes from two firms that did not take part at the agreement, there is a
possibility for these companies to have different characteristics from those participating in the cartel.
In the situation in which the benchmark is chosen on a different geographical market where there was no
agreement, it could be possible for those two markets not to be comparable. For example, it is possible for the
firms to have the motivation and the capacity to get into collusion on the first market but not on the second one.
Banerji and Meenakshi (2004) compared the performance of collusive and competitive models within the
auctions which took place on wheat market in India. Prior to this study, it was assumed that it had occurred
collusion between three major buyers which shared approximately 45% of the market.
As a competitive model, the authors chose the IPV model (independent private values) with asymmetric
distributions: data of the three firms suspected of collusion were part of distributions which differed from those
belonging to other market players (that all had the same distribution). The collusive model was selected as the
model of offers’ rotation.
This study involved an empirical analysis on a number of 421 auctions held in 1999. Data contained both
quantitative and qualitative variables. In order to identify the latent distributions, Athey and Haile (2006) used a
structural model.
Harrington (2004) analyses the internal stability of price cartels as well as the way by which they could avoid being
detected by the competition authority. Harrington considers that there are two types of price cartels such as:
 Cartels which increase the prices gradually until they converge to an equilibrium level;
 Cartels which increase the prices gradually and then they reduce them up to an equilibrium level;
Although price reduction has as effect the diminution of profits but not that of the possibility to detect cartels,
this phenomenon could occur due to the need of maintaining cartel’s internal stability.
Harrington proposes a model with 13 parameters:
 The parameters of demand and cost: a, b, e, c
 The parameters of cartel’s detection:

 0 , 1u ,  1d
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The penalty parameters of cartel’s members:  ,  , F, T
Discount factor: 
Number of companies: n
In this model of detecting cartels, the author starts from the cost function C q   cq and from the utility
function:
n
n

1 n
U q1 ,..., q n   a  qi   b qi2  e qi q j 

2  i 1
i 1
i 1 j i


in which qi represents the quantity consumed of goods produced by the firm i. The demand function of the firm i
is:
DPi , Pi  

e(n  1)
b  (n  2)e
a
 Pi
P
b  (n  1)eb  e i b  (n  1)eb  e
b  (n  1)e

The same model for estimating the demand function was also used by Vives (1999).
Ellison (1994) and Porter (1983) tried to analyse the structural disruptions within the price series. In other words,
they analysed the unexpected price modifications that could not have been explained by means of changes in
costs or at the demand level. As explained by Green and Porter (1984), in the context in which the cartel
members could be monitored only imperfectly, cartel’s stability needs periodic price reductions as a punishment
form for the intention of some members to leave the cartel or to violate the policy adopted by the cartel itself.
The study focuses on the rail carriers’ cartel that was created to coordinate the tariffs perceived for the wheat
transportation from Chicago to the East Coast. This cartel preceded the establishment of Sherman Act(1) which
prohibits price fixing.
The empirical model estimated by Porter is a two-equation structural model that attempts to explain price fixing
and markets’ quantities by means of changes in cost and demand functions: Qt represents the volume of the
shipped grains, Pt is the price for the rail and LAKES is a binary variable that takes the value of 1 (0) when the
Great Lakes are (are not) open to navigation. The Great Lakes used to provide an alternative for wheat
transportation, this pattern revealing in the model by means of the negative value of parameter  2 . The variable
S t is an exogenous variable that captures changes in the structure of the cartel following the entrance of new
members or the economic concentration between cartels’ members. The variable I t is a key variable of this
model that takes the value 1 if firms are under cartel phase and 0 if they are in the price war phase.
3. Practice examples of analytical methods used for detecting cartels
3.1. Detection of bid rigging based on improbable events

The investigation of identical offers represents an application example for this sort of analysis.
We consider the case of a bid involving seven companies as participants. The auction is won by the lowest price
offer. The offers are independent and they are placed in different envelopes by the seven participants. At the
moment of opening the envelopes, it could be observed that all the offers were exactly 823.765 lei. The
probability that each of the seven companies would have chosen this value/number, considering that all the
offers are numbers of six figures is:
5

1  1 
6
      1,11 10
 9   10 

Assuming that all the bids were independent, in other words no company had information about competitors’
offers, the probability that all the seven participants would have chosen the same value becomes:
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6

 1   1  5 
6 6
36
       1,1110   1,88 10
9
10
    
The chance of the seven bidders, acting independently and concluding an agreement on their six figures offers is
nearly zero and it sends a very strong signal that the companies involved, have explicitly or implicitly reached a
coordination mechanism in the case of their offers.
3.2. Analytical methods based on prices and cost information
We consider the case of an oligopoly market where there are four players. We have calculated the weekly
average of sales prices. In the same graph we will place the raw material costs. Thus, we will obtain the
following graph:
Figure 1. The evolution of prices and costs corresponding to the four market players during 2012-2013

Average price
Average Cost

Collusion

Competition

Source: own illustration.

The above mentioned figure shows us the moment of ending the collusion born between the four oligopolistic
firms. We compare the prices and the costs in what we call the “collusion” period (to the left of the first vertical
line) with the prices corresponding to the “competitive” period (to the right of the second vertical line). We
assume that the period between the two vertical lines represents a transition period from the collusion to
competition.
The price of the analysed product decreased dramatically and it remained at a much lower level than compared
to that during the collusion period. In the aftermath of the collusion, the price started to change in the same way
as the cost did and it had a greater variation.
The table below gives us a clearer picture of the average, of prices and costs variation as they appear in the
analysed period.
Table 1. Distribution of market shares during 2010-2013
Statistics
Price
Average
Standard deviation
CV= Std. Dev./ average
Cost
Average
Standard deviation
CV= Std. Dev. / average

Source: own illustration.

Competition

Collusion

Differences

3.43
0.37
0.11

5.55
0.08
0.02

61.75%
-77.46%
-86.07%

2.04
0.14
0.07

2.07
0.08
0.04

1.47%
-39.01%
-39.90%
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From the table below we notice that, while prices average increased by 61.75%, the standard deviation decreased
by 77.46%. In the same period, the variation coefficient(2) decreased by 86,07%.
3.3. Detecting the agreements on sales prices coordination
We propose an analysis based on the research of small and large prices variations of 35 businesses in a given
metropolitan area. The enterprises sell a homogenous product.
We have applied the graphical method in which the vertical axis represents the standard deviation and the
horizontal axis highlights the prices’ average in the case of the homogenous product. Our aim consists in
observing a group of businesses for which the sale price has a high average and a small standard deviation
comparatively to the other enterprises. This leads to the idea that market players have agreed to maintain a high
average for this product; in terms of the prices, we have not noticed a large variation in the analysed period.
More exactly, the analysis has been performed on data furnished by the 35 research subjects. For each of them,
we have calculated the average, the price dispersion as well as the variation coefficient of the sale price. The
graph below shows us the oscillation of standard deviation in the case of pomp prices according to the average.
Figure 2. Oscillation of standard deviation in the case of pomp prices according to the price average (35 businesses)

Source: own illustration.

As can be seen, the businesses that have high average prices in the case of the analysed product have also high
standard deviations. We will look first at the so-called “outliers” (3). Such outliers do not exist.
If there had been a coordination of the competitive behaviour concerning the pomp prices for this product, they
would have been grouped in the bottom right corner of the chart above. As we have just mentioned before, these
prices would have represented a high average and a small standard deviation compared to the others. Prices’
statistical analysis indicates the existence of market coordination in terms of prices. It is about coordination
between the agents whose prices are grouped.
3.4. The analysis of market shares’ evolution
Another potential analytical method used for determining the anticompetitive behaviours is given by data
concerning market shares. We consider a hypothetical case in which, on a given market, there are four
enterprises whose market shares are included in the following table:
Table 2. Distribution of market shares during 2010-2013
Undertaking A
Undertaking B
Undertaking C
Undertaking D
Others

Source: own illustration.

Market share %
2010
2011
32
31
22
23
18
18
15
15
13
13

2012
32
22
17
16
13

2013
32
22
17
16
13
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The market share evolution can be translated into the following graph:
Figure 3. Market share evolution of the analysed enterprises during 2010-2013

Source: own illustration.

From this graph, we can notice the fact that:
(i) Market shares which appear to be very stable over the time as well as
(ii) Market shares of all players on a given market are negatively correlated.
This analytical method may lead to the conclusion that, on the given market, there is an agreement between the
enterprises – a cartel – in terms of market sharing.
4. Conclusions
The analytical methods for detecting anticompetitive behaviours are often used by worldwide competition
authorities in dealing with anticompetitive cases as well as by enterprises which could claim for compensation
whenever they have been harmed by the existence of a cartel on their operational market.
The use of analytical methods on the basis of statistical data could be a method for observing certain
anticompetitive behaviours on the market. By utilising these methods, we are not able to prove directly the collusive
behaviour of the analysed enterprises, but we could highlight the improbable results which would require more
careful attention. These methods aim primarily to avoid false positive and false negative results. A false positive
result states that there is a cartel on a given market although it does not actually exist. False negative results are
those which state that there is not a cartel on a certain market, although this cartel really exists.
Moreover, the use of these analytical methods should have an empirical support, be easily applied and not too
costly to implement.
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Notes
(1)

(2)

The Sherman Antitrust Act is a landmark federal statute in the history of United States antitrust law (or "competition
law") passed by Congress in 1890. It prohibits certain business activities that federal government regulators deem to be
anticompetitive, and requires the federal government to investigate and pursue trusts.
The variation coefficient allows the comparison of certain statistical series in terms of standard deviation. A smaller variation
coefficient indicates a better regrouping around the average value. The standard deviation of a dataset allows the estimation
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(3)

of its values’ uniformity, more precisely, we could state that the standard deviation is smaller, the set values are clustered
around the average. Inversely, the standard deviation is higher, the set values are more distant from the average.
In statistics, outlier is a value/an observation point that is very distant from other data/observations. The outliers are
generally excluded from the data set which is analysed.
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Abstract. One of the important factors generators of changes in European higher education, is internationalization
as a strategic goal of higher education from all over the world. Internationalization - a chance for Romanian higher
education, as it is a chance for the financing for universities by acceptance of a greater number of foreign students,
example being Australia, which obtained 11% of the GDP from what brought through foreign students. The
European Association of Universities anticipates that, in the next five years, will get in the first place. Using
literature and documentation review are identifying key factors of assessment of the present situation at the level of
scientific research and practice European universities. Involving mobility of students and academic staff abroad,
internationalization activities provide opportunities for collaborative research, and experiential learning and
exchanges. In terms of the mobility of students, the number of international students has increased by more than 75%
since 2000, reaching 3,43 million in 2010; It is anticipated that, by 2025, will reach 8 million.
Keywords: internationalization, higher education, economic growth, regional policy.
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1. Introduction
According to several authors, (Santiago et al., 2008; Marige and Gibbs, 2009) but especially in accordance with
Altbach and Knight, the main factors of internationalisation can take various forms, varying considerably
depending on the institution type, of the country of origin, tradition or academic capacity of individual
institutions. In this way, we recommend a couple of motivations:
 Profit - that must be seen both from economic perspective - as stated is recognized by Australia, as one of the
main reasons which supplies policies of internationalisation, - but also as academic profit, by increasing the
capacity of research, through production and dissemination of knowledge, or by an increase in academic
prestige, which can be recognized as a profit.
 Supply and demand - means in the opinion of authors an accelerator very important of internationalization.
Are countries that, due to the University infrastructure undersized, absorption in higher education of a higher
percentage of 20% of generations to the age of 18-24 year olds is not possible. And here we are reminding
China, India, countries in Africa. Supporting young people to study abroad, is one of the ways by which
ensure satisfying the claim of higher education.
 Traditional internationalization - regard to those international academic streams laid down a long time ago sometimes with many years ago - and which are maintained.
 European internationalization - relate to regional policy of internationalisation, motivated in general in order
to ensure better integration and cooperation of countries in a specific geographical area.
 Internationalization in developed countries - is specific to the developing countries, which use this tool in
order to increase the level of expertise and visibility of their own educational systems.
 Internationalization of personal perspective - attract attention as beyond those shown, there is the individual,
who can choose from. The reasons why individuals make rational choices are diverse, not exactly easy to
quantify, but it constitutes the main engine of internationalization. This aspect is very important because, in
the majority of cases, he is the one who will cover the costs associated with study abroad. A relevant example
is that of foreign students from USA, where more than 62% of them finances alone or with the help of family
studies, 22,90% from the scholarship allocated by American universities, 2% private sponsors, 3,40%
scholarship of the country of origin, 0.50 % American government, 0.20 % international organizations,
4,70% employers, and 1% from other sources. (EU, 2011).
2. Comparative analysis of the process of internationalisation, Romania Japan
To understand better the management of the internationalization process both at the level of national system of
higher education as well as at the level of university, the comparative analysis, presents significant aspects of the
current status of universities in Japan, both in terms of higher education, as well as from the point of view of the
legal framework and institutional structure involved in the process of internationalization, the autonomy of
universities and incentives from the state, for the universities to integrate into their own institutional
development strategy, an effective and consistent international dimension.
The entire process is supported by a series of tables and charts that illustrate various aspects of structural and
temporal nature meant to emphasize the magnitude and complexity of the process of internationalization of
Romania and Japan. For this study, we investigated both documents relevant to the countries in question, on the
part of higher education, as well as national and international databases, so as to achieve positive results which
lead us to the conclusion that this process can be a vector of economic development.
2.1. Internationalisation of higher education in Romania
So in Romanian universities are enrolled 1,164 young people from Tunisia. On the second place in the ranking
of foreign students are those in Israel, with 1,002 young people in Romanian education institutions. The most
wanted specializations are medicine, the engineering sciences and economic sciences and the institutions of
higher education with most foreign students are University of Medicine and Pharmacy “Carol Davila” Bucharest,
UMP “Iuliu Hatieganu” Cluj Napoca, UMP Timisoara, Bucharest Polytechnics University, ASE Bucharest and
University “Babes-Bolyai” of Cluj-Napoca.
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Figure 1. Foreign students who are studying in Romania according by the country of origin
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In Romania come students from Bermuda, Guinea, Nepal, Oman, Zambia, but also in England, France, Germany
or Sweden, but the top is led by Tunisian youths.
Figure 2. The number of foreign students studying in Romania

Source: Own source.

In the top follows Israel (1,102 students enrolled), then France (967 students enrolled), Italy (950 students),
Greece (858 students), Germany (488 students) and Sweden (440 students). Top is ended by Morocco (431
students), Turkey (369 students) and the Republic Serbia (361 students). In Romania learn, also, young people
from Bermuda, Botswana, Benin, Ethiopia, Oman, Namibia, Rwanda (two), Burundi, Nepal, Zambia (three),
Guinea and North Korea (seven) and Madagascar.
At the beginning of 2013/14 school year, the number of foreign students accounted for 21,000 people, or 5.4%
more than in the previous academic year. Most students are from Israel – 72.5%, Moldova – 12.7%, Ukraine –
7.7%, Russia – 3.8% and Turkey – 3.3%.
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Figure 3. Number of foreign students who are studying in Romania at the beginning of the year of study 2013/2014

Source: Own source.

2.1.1. SWOT analysis of internationalization of higher education in Romania
Strengths:
 high level of visibility of Romanian higher education in African and Asian space;
 educational offer based on three cycles: bachelor’s studies, master's studies, doctoral studies, in accordance
with the Bologna scheme;
 improved system of transferable credits (recognition of the activities performed by Romanian students in
European universities);
 favorable price/quality ratio of the Romanian academic offer (especially for medicine and engineering);
 numerous academic programs taught in English, French, German;
 systems to ensure the quality of education (the progress toward a European system of diplomas and
certificates of higher education that meet the requirements of compatibility to continental level - common
diplomas and double diplomas);
 consulting centres in various fields, centre for international professional skills certificates (ECDL, PMI,
CISCO, NOVELL, etc.) and specialized departments for public relations, European integration, etc.;
Weaknesses:
 national education policy without continuity (destabilisation of national education strategy, salaries,
university curricula etc.);
 legislative framework adversely for academic autonomy in the field of internationalisation;
 banking system without protective policies for credits for studies, repayable after graduation/employment;
 national academic offer non-homogeneous and unstructured (some specializations cost you much more than
income, others are out of reality, to other offer of specialists it is exceeding demand, while some are
minimized or even eliminated);
 teaching/examination type online not implemented uniform and consistent;
 cognitive training in detriment of professional training (difficult integration of higher education graduates on
the labor market and an unemployment rate relatively high among them);
Opportunities:
 increased interest of non-EU countries for educational opportunities in the EU;
 European funds for investment in education (infrastructure, education programs, research, faculty, students);
 new legislative framework (for increasing the autonomy of universities);
 partnerships with foreign universities;
 bilateral academic exchanges (professors, researchers, students);
 new information technologies.
Threats:
 increased competition in the higher education systems in the EU;
 ageing of population and demography in steadily declining;
 carelessness on the part of the business environment for academic partnerships;
 low stability of politics and economy.
2.2. The Internationalization of higher education in Japan
Although, over the years, Japan has not been a pole of attraction for international academic at, now has the
potential of opening its universities to the outside environment-internationalization, which has its roots in the
19th century, with the modernization of the educational institutions in this country.
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Table 1. International students spread in the major universities in Japan (1 May 2012)
(Units: persons)
University
Waseda University
Japan University of Economics
The University of Tokyo
Ritsumeikan Asia Pacific University
Kyushu University
Osaka University
University of Tsukuba
Kyoto University
Nagoya University
Tohoku University
Nihon University
Hokkaido University
Ritsumeikan University
Tokyo Institute of Technology
Keio University
Kobe University
Doshisha University
Osaka Sangyo University
Meiji University
Takushoku University
Hiroshima Univerisity
Kokushikan University
Chiba University
MeikaiUniverisity
Yokohama National University
Tokyo International University
Josai International University
Sophia University
Chuo University
Kansai University

(Private)
(Private)
(Public)
(Private)
(Public)
(Public)
(Public)
(Public)
(Public)
(Public)
(Private)
(Public)
(Private)
(Public)
(Private)
(Public)
(Private)
(Private)
(Private)
(Private)
(Public)
(Private)
(Public)
(Private)
(Public)
(Private)
(Private)
(Private)
(Private)
(Private)

Number of students
3,771
3,135
2,873
2,526
1,931
1,925
1,681
1,664
1,611
1,428
1,378
1,347
1,324
1,241
1,203
1,132
1,131
1,098
1,089
1,030
1,005
967
961
924
861
835
810
757
750
726

(3,393)
(3,378)
(2,877)
(2,692)
(1,866)
(1,780)
(1,663)
(1,631)
(1,556)
(1,497)
(1,340)
(1,340)
(1,253)
(1,252)
(1,072)
(1,108)
(877)
(1,154)
(1,046)
(970)
(1,090)
(1,159)
(1,025)
(859)
(868)
(831)
(882)
(520)
(684)
(672)

Source:http://www.jasso.go.jp/statistics/intl_student/data12_e.html - Japan Student Service Organization 2013

Universities from Japan have received foreign students in their College campuses still in the first years after its founding. In an article published in 2008 in Highlighting Japan, Hitoshi Chiba, underlined that the first foreign students
have come to Japan from Korea, in 1882, and in 1897, more than 20,000 Chinese students were studying in Japan.
Figure 4. The dynamics of foreign students in Japan
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Analyzing these significant results, in terms of academic mobility, in a strategic document entitled Development
of New Policies for International Student Exchange, Central Council for Education, in Japan, specifies both the
philosophy behind promoting this new policy, as well as a series of concrete measures which were to be applied
in the future. (MEXT, 2007)
So, we have to mention major objectives of the document:
 to promote cooperation between Japan and other countries, through the establishment of a network within the
academic communities;
 to provide the opportunity for students in Japan to have a comprehensive understanding of the world and to
build a society in Japan open to other cultural spaces;
 to develop college campuses in Japan and at the same time to allow them to enter into a global competition.
Table 2. Comparative situation of the number of foreign students US, UK, Germany, France, Australia, Japan, 2010.
US
Total students
10.312.000
Total international students
564.766
International Students who benefit from governme 2501
scholarships
% foreign students in total students
5.5

UK
1.428.000
356.080
6120

Germany
2.019.000
248.357
11910

France
2.232.000
265.039
3108

Australia
945.000
228.555
3108

Japan
3.617.000
117927
9869

24.9

12.3

11.9

24.2

3.3

Source: MEXT, 2010.

So, the range of measures is complex and diverse, directing my attention to the statistics on the number of
international students according to the region of provenance, according to fields of study, concluding with the
evolution of international students between the years 1983-2012. I will also highlight the financial part for
foreign students, which take the form of loans.
Of students enrolled in universities in Japan, their great majority are financed by the family or from other
sources, so they do not benefit from any form of financial support.
Figure 5. Number of international students depending on the source of financing

Source: http://www.jasso.go.jp/statistics/intl_student/data12_e.html - Japan Student Service Organization, 2013.

Of the total of 137.756 foreign students enrolled in 2012, 125.124 of all the students were in a position to cover
the schooling costs from private sources, 8.588 have scholarships from Japanese state, and 4,044 have
scholarships from other governments.
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Beyond these achievements, there are limits in the model adopted by Japan, namely that most students enrolled
in Japan come from Asian countries.
Therefore international opening which has been recalled in all strategic documents, it is rather one regional and
less global.
Table 3. The number of international students according to region of origin (1st May 2012)
Region

Number of students

％ from total

Asia

127,178
(129,163)
4,456
(3,722)
2,435
(1,742)
1,112
(1,018)
1,106
(1,136)
926
(886)
543
(408)
137,756
(138,075)

92.3
(93.5)
3.2
(2.7)
1.8
(1.3)
0.8
(0.7)
0.8
(0.8)
0.7
(0.6)
0.4
(0.3)
100.0
(100.0)

Europe
North America
Middle East
Africa
Latin America
Oceania
Total

％
％
％
％
％

％
％

International Students on short period
Number of students
％ from total
6,876
61.7
％
(6,192)
(67.9)
2,240
20.1
％
(1,597)
(17.5)
1,551
13.9
％
(992)
(10.9)
45
0.4
％
(35)
(0.4)
66
0.6
％
(58)
(0.6)
101
0.9
％
(94)
(1.0)
267
2.4
％
(152)
(1.7)
11,146
100.0
％
(9,120)
(100.0)

Source: JASSO, 2013.

Japan is not at this point on a line on academic mobilities, as happens in the western area, where programs like
Erasmus, Atlantis, Marie Curie, DAAD, providing a steady flow on exchanges of students, researchers, teachers
who come to strengthen individual, at financed from private sources.
Table 4. International students according to the Number of domains (1 May 2012)
Areas of interest
Humanities
Social sciences
Science
Engineering
Agriculture
Health
Economics
Education
Arts
Others
Total

Number of students
28,074
54,187
2,140
23,316
3,105
3,068
2,930
3,349
4,594
12,993
137,756

(27,873)
(55,732)
(2,123)
(23,320)
(3,196)
(3,003)
(2,684)
(3,277)
(4,491)
(12,376)
(138,075)

％ of total
20.4％
39.3％
1.6％
16.9％
2.3％
2.2％
2.1％
2.4％
3.3％
9.4％
100.0％

(20.2)
(40.4)
(1.5)
(16.9)
(2.3)
(2.2)
(1.9)
(2.4)
(3.3)
(9.0)
(100.0)

Source: JASSO, 2013.

On first place are international students who prefer social science as a field of interest, 39%, then in human
sciences-20.4% of the total students enrolled, engineering-16.9%, education and economics by a percentage
equal to 2.3%.
Data analysis on the changes of the annual number of international students, 1983-2012, shows us a clear
expansion of the market, given the fact that over 90% of them are covering up their own education costs, thus
contribute through taxes paid to the economic growth. Beyond all these limitations, the example of Japan shows
how a country geographically isolated, can determine their Universities inclusion on the main line of
internationalization in higher education.
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3. Conclusions
Potential benefits of internationalization are numerous: supports improving the quality of education in their own
country and increases productivity and the quality of the research, through increased mobility of students and
teachers, the opportunity to learn from better practices (or the best) and by competition. Also internationalization
may involve financial and economic benefits when net flows are positive because international students pay their
school fees, and foreign suppliers pay their taxes. The first priority should be the elaboration of a comprehensive
strategy for internationalization. Among other things, the strategy should aim at reversing imbalance between the
number of students who study abroad (22432 in 2008) and foreign students who are studying in Romania (13875).
Japan is one of the countries which, in the second half of the 19th century, placed education at the heart of the
modern state. In terms of performance, the Japanese are on top with 100% of the population having compulsory
9-year education, and very close to 0%, the percentage of illiterates, and especially in adopting western models
of education, concerned the opening of these institutions of higher education by western elite models. Japan is
one of the countries in the world that has reached a degree of absorption in institutions of higher education of
more than 50% of the population 18 years of age, with a spectacular jump in the period 1960- 20%, 1976-38%.
In 2004, the Japanese system of higher education included 709 institutions of higher education (87 national and
regional universities, and 543 private), with a total of 2.809.323 students, of whom 73.40% enrolled in private
universities), a percentage that remains constant in 2009, namely 73\.50%.
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Abstract. The main objective of the paper is to provide an image of Romania`s automobile industry position and
integration stage within global value chains using the World Input-Output Tables (WIOD). Our analysis aims to
approach the topic from a perspective that has been little tackled in the Romanian literature, covering two main
aspects regarding Romanian automobile industry`s position at a global scale: We first look at the dependence
Romania has on automobile industries from other economies by determining Romania`s incomes coming from the
consumption of transport equipment in various countries. The first questions to answer are: where do most of
incomes come from? Which are the most important economies that generate income by consuming Romanian
transport equipment products? The dependence Romania has on the global consumption of transport equipment is
also reflected on the sectors that benefit from trade with these products. Second, we will move on to a diagnosis of the
role Romanian auto industry has in the global consumption of transport equipment by analyzing the share of
consumption of transport equipment imported from Romania in the total imports of transport equipment of the
analysed economies. In the end, we summarize our insights and offer a set of directions to follow to move up the
value chain.
Keywords: value chain, automobile industry, Romania, competitiveness, The World Input-Output Database, industrial
upgrade.
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1. Introduction
1.1. The input-output structure of Global Value Chains
Globalization along with the liberalization of markets and technological progress has led to an increasing interdependency and inter-correlation of countries and industries determining a shift in trade and production patterns.
Nowadays, dispersed activities within an industry are linked and coordinated globally into Global value chains
(GVCs) making companies, policymakers and countries reshape their policies in order to improve their
performance on the global stage. The increasing importance of GVCs in today’s global economy is emphasized
by data on volume of imported intermediates, offshoring and vertical specialisation, all of them proving the
growing fragmentation of production across economies. The automobile industry makes no exception, and
furthermore it is considered as one of the most fragmented industry. Its products are spread worldwide and in a
small number of leading companies that dominate the sector. However, there are certain aspects in which the
industry is more regional than global. Globalization has had a profound effect on the structure and characteristics
of the auto industry transforming the industry`s value chains.
A value chain can be defined as all activities and processes performed in the production and distribution of a
particular good to the end user and beyond. Thus, a value chain will include design and engineering activities,
purchase of raw materials, processing, marketing, distribution and customer support. Activities can take place
within the same company/country or not. (Gereffiand Fernandez- Stark, 2011)
Moving up the value chain refers to “the process of shifting the productive activity of a nation, an industry or a
firm into those goods and services that generate higher value added”. (The World Bank, 2011) Basically,
upgrading the value chain implies a higher focus on innovation and R&D activities as the fundamental drivers of
growth, thus a strong orientation towards investment in human and physical capital. In other words, it is not
about producing more efficiently or shifting focus towards high-tech products as it is about creating innovative,
more complex and more skill-intensive products. Gereffi refers to industrial upgrading as a process of
“improving the ability of a firm or an economy to move to more profitable and/or technologically sophisticated
capital and skill-intensive economic niches” (Gereffi, 1999).
Global value chains have an input-output structure, and therefore, input-output tables are the basic statistical
instrument for measuring a country’s participation in GVCs (Cattaneo et al., 2013). Input-output tables can be
used in estimating the sources of value that is added in producing goods and services for export (domestic vs.
foreign and/or by country and industry). Several initiatives using different data sources, methodologies and
covering different countries are worth mentioning: the Asian International I-O tables (IDE-JETRO) covering
linkages between 10 Asian countries and industries in intermittent years between 1975 and 2005; The InterCountry- Input-Output model (ICIO) using inter-country input-output tables and a full matrix of bilateral trade
flows for 57 economies accounting for 95% of world output (plus the “rest of the world”), with a breakdown
into 37 industries, covering five years (1995, 2000, 2005, 2008 and 2009) (OECD, 2013); The World InputOutput Database (WIOD), based on supply-use tables from official national statistics identifies the input-output
linkages between 40 countries (plus the “rest of the world”) and 35 industries, providing time-series over the
period 1995-2011; and UNCTAD-Eora GVC Database, a ”meta” database that draws together various data
sources and provides a broad and consistent coverage, even of data-poor countries. (UNCTAD, 2013)
1.2. Value chains in the automobile industry
Up to date, most of studies in this area have focused on structural change in the automotive industry and the
thenceforth reconfiguration of value chains. The concern was mainly directed towards the cooperation between
manufacturers and suppliers and, especially, on the value activities carried out by each part (e.g. Sonnenborn,
2009). There has been little examination of the role the process of configuration and coordination of value
activities plays in generating competitive advantages.
In the global automobile market, the competitive position of a company no longer depends merely on traditional
factors as productivity or innovative capacity, but also on the design of the international value chain. (Schmid
and Grosche, 2008).
The automobile industry value chain is hierarchically organized, with the large automotive producers on top of
the pyramid responsible for design, branding and final assembly. Next level is represented by first-tier suppliers
producing complete subsystems that cooperate with a large network of lower tier suppliers and subcontractors.
As lead firms increasingly demand a global presence from their larger suppliers and system design capabilities as
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a precondition to being considered as a source for a complex part or subsystem, these last ones assimilated parts
of the production process, including design. (Sturgeon and Florida, 2004) Thus, the industry also maintains a
strong regional character mainly due to high transportation costs implied by intercontinental shipping of
automobiles or subsystems and the political pressure on lead firms to locate production close to end markets that
in turn creates pressure for suppliers to collocate.
Within national borders, automotive production and employment are located in one or a few industrial regions
specialized in particular activities of the value chain such as design, final assembly or manufacturing of inputs
that share a common characteristic (e.g. electronic content).
According to Sturgeon and Biesebroeck (2011), the organization of GVCs in the automotive industry differs
from other industries mainly because “export of finished vehicles to large mature markets is limited by political
considerations. Second, product architecture is of integral nature, leading to close relationships between car
assemblers and first tier suppliers, whose role in the industry is more important than in the past. And last, as
mentioned before, in relative terms the organization of the industry has remained more regional than global.”
The literature concerning Romania`s automobile industry position in the global value chain is very scarce and it
has become only lately a topic of research for scholars and specialists. Recently, Romania was the subject of a
brief study realized by the Romanian European Institute on the position of the country on the global value chain
(SPOS 2013) following the logic proposed by the European Commission in its last two European
Competitiveness Reports (2012 and 2013) and using the WIOD database.
2. Methodology
The analysis is performed at a sector level and is a brief study on the value chain positioning focusing on the
transport equipment sector (aggregation of manufacture of motor vehicles, trailers and semi -trailers - 1.1 NACE
code 34 Manufacture of other transport equipment and NACE 1.1 Code - 35) using the World Input-Output
Tables (WIOD, www.wiod.org). To our knowledge, this is the first analysis of its kind on the Romanian data.
Tables are integrated global in the sense that the world economy is considered a closed economy and
international trade flows compensate each other. In the WIOD project, the world economy is composed of 27 EU
countries (excluding Croatia), other 13 major economies and the world, at a level of disaggregation 2-digit
NACE + (35 sectors). The website dedicated to this project offers information about databases and sample
analysis. The data used is at the level of 2011 and is the most recent one, published in November 2013.
The analysis aims to approach the topic from a perspective that has been little tackled in the Romanian literature
covering two main aspects regarding Romanian automobile industry`s position at a global scale. We first look at
the dependence Romania has on automobile industries from other economies by determining the Romania`s
incomes coming from the consumption of transport equipment in various countries. The first questions to answer
are: where do most of incomes come from? Which are the most important economies that generate income by
consuming Romanian transport equipment products? The dependence Romania has on the global consumption
of transport equipment is also reflected on the sectors the benefit from the trade with these products. Second, we
will move on to a diagnosis of the role Romanian auto industry has in the global consumption of transport
equipment by analyzing the share of consumption of transport equipment imported from Romania has in the total
imports of transport equipment of the analysed economies.
3. Main findings
3.1. Structure of the value chain in the Romanian auto industry
The automotive industry represents a significant sector of Romania’s economy that captures extremely diverse
resources and involves a very wide range of economic actors, reasons why it is considered one of the most
competitive industrial branches. The sector has the highest level of competitiveness according to the Romanian
Cluster Association and the National Prognosis Commission reflecting its economic, export and innovation
relevance. This sector also presents a promising potential: it has doubled the contribution to gross value added
between 2001 and 2009 while reducing unit costs by 50% and increasing five times productivity mainly due to
the integration of Romanian companies in the value chains of strong companies such as Renault and Ford
(Cojanu et al., 2012). Although the sector is well supported in terms of research infrastructures, the RDI
expenditures made by companies in the industry have been very low so far.
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The automotive industry in Romania is a “cluster” type industry, with high geographical concentration, limited
predominantly to three counties. The presence of Renault has transformed Romania into an industrial and
logistics centre delivering Dacia range to 42 countries on four continents. Following Renault and the newcomer
Ford, a range of international first-tier suppliers (e.g. Continental, Michelin, Auto Chassis International, Valeo,
Johnson Controls, Cortubi, Delphi, Yazaki, Leonietc) have settled factories in Romania. Their production is not
meant solely for the French producer, but also for international clients, making Romania a part of the GVC.
Although in the literature it is known that generally car producers tend to keep upstream activities in the home
country, there seems to be some exceptions in Romania’s case: Continental has developed both the production
and the research and development side; Renault has developed a complete chain of activities specific to the
automotive industry, from manufacturing (Mioveni) and engineering (Renault Technologie Roumanie) to
innovation, market research, product design (Renault Design Central Europe), testing (Titu Tehnical Center),
marketing and after-sales (Renault Commercial Roumanie).
An analysis made by Stefan Schmid and Philipp Grosche (2008) on Renault’s value chain configuration for its
Logan model names Romania “a focus of value creation for Renault’s Logan” and it clearly demonstrates that
the overall value chain structure was adjusted and Renault took a new approach to configuration and
coordination in the areas of procurement, development and logistics. Dacia exhibits a high level of vertical
integration, since all of the Logan’s production stages are carried out at the two plants in Mioveni.
3.2. Moving up the value chain
3.2.1. Romania`s dependence on the global consumption of transport equipment
The first questions to answer in order to evaluate the dependence degree the Romanian auto industry has on auto
industry from other economies are: where do most of incomes come from? Which are the most important
economies that generate income by consuming automobile industry made products?
As emphasised in Table 1, in 2011 around a quarter of the Romanian incomes from the global consumption of
transport equipment was summed up by ten countries. Most of the incomes came from Western Europe, Russia,
Turkey and the United States of America. Germany`s consumption of Romanian transport equipment brought the
largest incomes, followed by France and Russia. If we were to look at the main destination markets of the two
aggregated products for the same year, we can notice a certain correlation between the two hierarchies: Parts &
accessories of motor vehicles (5.52% of Romania`s export value) were mainly sold in Germany (34.6%), followed
by the Russian Federation (9.1%) and France (7%), while Cars -incl. station wagon (5.24% of Romania`s export
value) were mainly purchased by France (31.1%), Germany (15.1%) and Italy (10.1%) (Negrea and Cojanu, 2013)
Table 1. Top 10 important partners for the Romanian transport equipment industry, 2011
Country
Germany
France
Russia
Italy
Turkey
Netherlands
Spain
Great Britain
USA
Poland
Austria*
TOTAL

Romania`s incomes from the global consumption
of transport equipment(millions of US$)
341.5672
207.5805
128.0421
89.41967
83.31499
61.06601
59.9787
50.93402
34.15497
28.883
28.75701
1113.69817

Share in Romania`s total incomes from global
consumption of transport equipment
7.74%
4.70%
2.90%
2.03%
1.89%
1.38%
1.36 %
1.15%
0.77%
0.65%
0.65%
25.24%

Note: The eleventh country (Austria) is also mentioned since it has a similar contribution to the incomes from global
consumption of transport equipment.
Source: Authors calculation based on The World Input-Output Database (WIOD).

The dependence Romania has on the global consumption of transport equipment is also reflected in the sectors
the benefit from trade with these products. Obviously, the transport equipment sector is by far the most intercorrelated with the global value chain and most of the incomes from the global consumption are captured by this
sector. On the list there are of course complementary sectors for the auto industry (metallurgy, electrical, rubber
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and plastic) but also business services. The first 10 sectors obtain almost 85% of the incomes coming from the
global consumption of transport equipment.
Figure 1. Romanian sectors that benefit from global auto consumption

Source: Authors calculation based on The World Input-Output Database (WIOD).

3.2.2. The role of the Romanian auto industry in the global consumption of transport equipment
Analyzing the share of consumption of transport equipment imported in total imports of transport equipment
emphasizes the importance Romania has for other economies. Though not in top 10 concerning the incomes
from transport equipment consumption, Bulgaria (0.31% - ranking 15th) is the most dependent economy on
Romania`s transport equipment with 1.79% of its consumption of transport equipment imports coming from
here. Except for Turkey, all the other countries that rely on Romania`s transport equipments are European
countries. Most of them are on the list of countries Romania depends on as well. There are countries for which
Romanian transport equipments have no relevance: Luxemburg, Australia, Taiwan, Japan, Korea, Sweden,
Indonesia, USA, Canada and, to our surprise, China and Brazil.
Figure 2. Share of transport equipment consumption imported from Romania in total imports of transport equipment

Source: Authors calculation based on The World Input-Output Database (WIOD).

4. Conclusions
Romania has a complete value chain typical for the automobile industry: lead firms (Renault and Ford), first-tier
suppliers producing complete subsystems and a large network of lower tier suppliers and subcontractors.
Regarding the degree of dependence of the global consumption of transport equipment, there are several positive
aspects that can be stressed: the most important “supplier” of incomes is a stable market and an important player
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in the auto industry. The sources of income are quite spread: the ratios of the top ten partners are not that high as
to make Romanian auto industry dependent on the evolution of demand and prices of a certain country.
At some point, it will be no longer enough the offer based primarily on low-cost production. Instead, if Romania
is to remain competitive in the global economy, will need to supplement the cost advantages with new appeals
based on productivity and operational excellence, labour force skills, and product and process innovation.
Meeting the challenges of moving up the value chain involves upgrading capabilities through innovation. One
way to do so is by improving the quality of the talent pool because the higher up the value chain, the more
knowledge oriented workers are needed. There is of course the need of a certain framework and of several
policies to stimulate entrepreneurship, new firm creation, innovation and technology in new areas. Cluster
policies and efforts at the local/regional level corroborating private-public efforts represent the next step to take
in the attempt of upgrading the industry.
Romania has good premises for moving up the value chain: the upstream activities lead firms perform here, the
recently formed Muntenia competitive pole and highly skilled work force. Depending on the way this premises
are managed, we will refer to Romania as an important player in the auto industry`s value chain or not.
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Abstract. The macroeconomic performance, seen in their evolution, provides the safest prediction on a country's
ability to grow quickly, creating added value perennial in pace, in conclusion, to ensure economic growth of a
country.
This study is based on analyzes and comparative statistical correlations in economical activity of India, research
analysis will be based on secondary data, based on information provided by the Romanian Statistical Yearbook
published by the National Institute of Statistics and other publications of public institutions Romania. The originality
of this study lies in combining research methods and statistical techniques used for time series that are total research
for characterizing macroeconomic variables such as economical system (Real Gross domestic product , Gross
national income, Exports, Imports, etc. allocated to economical activity of India).
Keywords: macroeconomic indicators, correlation and regression method, economical grow, competitively.
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1. Introduction
Currently, in the literature were included multiple outcomes research specialists, who founded a new
interpretation of the concept, now called "new growth" or "growth sustainable". Choosing a growth model
involves a very careful analysis of the possibilities of upgrading of economic structure. This analysis is followed
by selection of variants that correspond to the conditions and limitations resulting from the chosen model are
considered appropriate conditions. At the same time, the modernization of the economic structure is both a
change in the quantitative aspects such as the proportions between groups, industries and sectors, dimensional
changes, dynamic and qualitative changes aimed at moving from stage to the diversification of production
specialization in profiling own national economy to achieve a dynamic balance in the development of various
branches and sectors as well as passing a certain time horizon optimal economic structure. Taking GDP as a
measure of a nation's wealth, there are many sides of society development potential that can be targeted by
policy makers of a country to be the set of measures for sustainable development and national economic growth
potential.
2. Methodology
The main research methods used in this case are research of macro economical variables that describe the
economical system of India such as the real GDP in economical activity, Exports, Imports, Gross national
income, etc. The process of statistical knowledge is considering the organization and completion of several
distinct and successive stages which include observation operations or data selection, systematization and
processing, analysis and results interpretation and formulation of conclusions
Regression analysis is the statistical technique that identifies the relationship between two or more quantitative
variables a dependent variable, whose value is to be predicted, and an independent or explanatory variable, or
variables, about which knowledge is available. The relation between the variables can be illustrated graphically,
or more usually using an equation. The net effects of the program under evolution can be assessed using
regression analysis, by attributing part of the changes observed to explanatory variables, while the remaining
effects are attributed to the programmer. The choice of these methods was motivated by the following
objectives: the accurate quantification of the effects produced by all the factors, selecting the main factors,
measuring the intensity and direction of links existing between indicators characterizing the economical activity
of India. This is why, the numerical information regarding the evolution in time of macroeconomic indicators
characterizing economic growth and competitiveness in India are registered systematically. For a complete
understanding of the informational message given by the time series that are formed, these bend to a complex
statistic analysis is that is finalized with the intimation of the evolution regularities.
3. The statistical analysis of the evolutions of macroeconomical indicators in India during 1985-2013
Consequently, restructuring the economy – meaning the orientation towards new comparative advantages in the
process of European integration, the development of the new economy – must be done baring in mind this factor.
Judgments regarding commercial policies of countries are made based on the comparison of the opening towards
global situation level.
The evolution independent variables that characterize the national economy of India is expressed in the dynamic
synthetic and real gross domestic product structure is equivalent to the annual income of which has a countryGross National Income available-import, the export, the population employed and the number of unemployed,
the consumption and investment in the same industry (Appendix 1).
Real GDP growth as the first indicator of India's economic growth, according to ANEXA 1 we show a
pronounced upward trend with an average annual increase of 41594 million at constant prices. The average
growth rate of GDP in the period 1985-2013 was 1.71%.
According to Figure 1, GDP growth during 1985-2013 has registered an upward trend, with an annual average of
USD 639646.21 constant prices, indicating strong growth. The conclusion is confirmed by the evolution of GDP
trend, Yt = 639646.21 + 42760.97* ti, shows that real GDP will grow by million USD 42760.97 constant prices
from one year to another.
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The real GDP growth of the Indian economy during the period 1985-2013 can be attributed to the significant
increase in foreign investments have resulted in increasing trade exchange, India with other countries, the
competitiveness of Indian products etc. which had the effect of economic growth, improving existing
technologies, leading ultimately to align India with the requirements of European and non-European states
developed.
Figure 1. The Evolution of GDP 1985-2013
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Evolution of gross national available income is the second indicator to characterize growth. Gross national
disposable income with GDP recorded in this period (1985-2013) an upward trend with an annual average of
USD 529493 million USD constant prices and average growth rate of 13.85%. Average annual growth rate of
gross national disposable income was USD 529493 million at constant prices. This positive development is
confirmed by the trend right GNI available, Yt = 529493 + 55816.74* ti, showing that macroeconomic indicator
will increase by 55816.74 million USD constant prices from one year to another (Figure 2).
Evolution of imports. Imports of Indian economy during this period recorded an upward trend since 1994, with
an annual average of 108309.42 USD constant prices from year to year, except during 1986, 1991, 1993 when
imports decreased relatively low. The highest decrease in imports was recorded in 2009 co Overall key
development was rising with average annual growth USD 10769.74 million USD constant prices and average
growth rate of 11.6% during 1985-2013 (Figure 3).
Figure 2. The evolution of the Gross National Income available 1985-2013
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The evolution of exports registered an upward trend during this period, with an annual average of 74364
million USD constant prices from year to year except 2009, when exports registered a low of USD 164925
million USD price constant. As import export trend was similar with an average annual increase of 6989 million
USD at constant prices and average growth rate of 12.2% (Figure 3). This development can be seen on account
of the economic crisis that has affected international trade.
Figure 3. The evolution of the import and the export in India between 1985 and 2013
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As a result of systematic statistical data on the economy of India during 1985-2013 were determined derived
indicators, which enable a first form of macroeconomic indicators that characterize this area. Characterized by
incertitude, the analysis of the national economy’s vulnerabilities to external shocks is a very important element
when forecasts, strategies and development strategies are elaborated.
4. The correlation analysis between the indicators characterizing the economic activity in India during 1985-2009
For further analysis of the relationship and interdependence of the factors that characterize and measure growth
in India elementary statistical methods are often inadequate. Therefore, analysis of the links between factors
determining GDP growth, export, import, GNI available, etc., can be exemplified by the method of correlation
and
regression.
For further analysis of the evolution of the main macroeconomic indicators reveals growth in India will further
verify the hypothesis of the existence or non-existence of a dependence (correlation) between: independent
variable is the real GDP that will influence (or not) in directly dependent variable values, represented by gross
national income available.
 By using a simple linear model using Excel software packages have the following results-factor regression
function (see Figure 4): Yx = -258429 + 1.24 x
According to the equation it can be concluded that the real GDP growth in India with a million USD at constant
prices respectively a measure of gross national disposable income will increase to1.24 million USD annual
average constant prices. Intensity of the relationship between the variables of this model is described by the
correlation ratio (Ry/x = 0.98).We appreciate that the relationship between the real GDP and Gross National
Income form available in India is linear, direct and very intense. GDP has a significant influence on the variation
of gross national income to 96%, the difference of 4% is non essential influence of other factors such as: external
debt, level of taxation, etc.
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Figure 4. The dependence between GDP and Gross National Income available in India in period 1985-2013
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The second correlation will consider linking imports and exports as the dependent variable as an independent
variable for the characterization and measurement of economic growth in India. By using a simple linear model
using Excel software packages have the following results-factor regression function (Figure 5):Yx = -10845+
1.60 x
Figure 5.The dependence between GDP and Gross National Income available in India in period 1985-2013
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According to the equation it can be concluded that the increase in exports from India with a million USD at
constant prices with a measure that will increase average annual imports of 1.60 million USD at constant prices.
Intensity of the relationship between the variables of this model is described by the correlation ratio (Ry/x = 0.99).
We appreciate that the dependence between export and import linear form is direct and very intense. Export has
a significant influence on the variation in the proportion of 98%, the difference of 2% is the influence of other
factors, redundant as: foreign exchange, interest rate, etc.
5. The forecast indicators characterizing economic growth in India
Since 2009 is characterized by the deepening global economic crisis to deepen further analysis will determine
the expected values of gross national disposable income and imports for the years 2014, 2015, 2016 from
projection to determine the values of real GDP and export using annual average growth rate them. Also forecast
factors characterizing growth and competitiveness for India over the next three years (2014, 2015, and 2016), so
you can make traced developments based on the 28 years prior (1985 to 2013) for key indicators to reveal future
trend thereof. The results of estimating the model were calculated using Excel software package (Table 1). The
forecast gross national available income and the import method linear trend in the years 2014, 2015 and 2016 is
in constant growth, given that there will be no significant changes in the future development of these
macroeconomic indicators (Table 1).
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Table 1. Predicted values for Gross national income and for imports in India
Years

Real GDP (mil. USD)
x’

Exports (mil. USD)
x’

2014
2015
2016

1376387
1417981
1459575

204442
211431
218420

Imports (mil. USD)
y,

Gross national income (mil. USD)
y,

317145
337915
338685

1468172
1519082
1569992

5. Conclusions
Taking GDP as a measure of a nation's wealth, there are many sides of society development potential that can be
targeted by policy makers of a country to be the set of measures for sustainable development and national
economic growth potential. Overall, GDP in India is mainly used for capital formation and not for consumption.
A positive consequence of India's economic growth potential that can be drawn from the analysis is that India
due to low cost of labor and the exploitation of extensive development has the effect of attracting foreign
investment and thus increase foreign trade. The low cost of labor is due to the low level of education of the
population of India due to relatively low living standards and surplus supply on the labor market. However we
can conclude that in India trade relationships in which the products are carried as cargo law of supply and
demand works.
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APPENDIX 1
Year
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

Real GDP - million $,
constant prices
211755
231523
256609
28382
272876
305949
307245
323899
339948
367587
394688
423729
449178
476129
528999
560762
585743
607572
658559
713384
779245
852135
926270
1060003
1141155

Gross National Incomemillion $, constant prices
42691.96
47529.43
54075.29
64055.93
73585.99
86229.14
99446.75
113167.88
130755.39
184345.68
215193.41
251600.99
279297.18
318168.27
357817.14
384549.97
419411.18
452653.55
509476.13
595566.44
678851.57
790367.16
923149.07
1034553.53
1215549.31

Export- million $,
constant prices
8750
9391
11299
13235
15872
17970
17727
19641
21573
25022
30628
33107
35006
33463
35666
42378
43338
50353
58964
76647
99618
121812
150160
194816
164925

1218605
1257330
1296055
1334780

1313287.4
1362156.41
1411025.5
1417245.2

177940
184447
190974
197462

Import-million $,
constant prices
15585
15413
16678
19103
20550
23583
20445
23594
22789
26843
34710
37944
41430
42999
46971
51563
50390
56496
72559
99757
142865
178485
229349
321026
256227
276287
286314
296341
306368
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HEALTHCARE KEY PERFORMANCE INDICATORS
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Abstract. This research subscribes to the actual health programs objectives regarding health promotion, as well as
generation and awareness of health knowledge. The paper is based on a qualitative study of healthcare indicators
conducted inside The KPI Institute, which required a complex analysis of the worldwide health indicators that are
representative for a hospital’s activity. The research was conducted on KPIs proposed by organizations and health
authorities coming from more than 34 countries. The purpose of this study was to analyse the existing KPIs models
and improve the healthcare specific KPIs knowledge by generating a unique taxonomy of healthcare key performance
indicators (KPIs). The proposed indicators set is composed out of ten KPI clusters ranging from Medical Services
Quality, Corporate Social Responsibility to Patient Experience or Safety and Compliance. The research will be
further used for benchmarking purposes within healthcare sector. Its potential ensures a better coping with
healthcare challenges worldwide and contributes to development and innovation in the field of healthcare.
Keywords: The KPI Institute, performance management, KPIs, healthcare, medical services.
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1. Introduction
In order to determine the areas of performance improvement in hospitals, there is a high need of exploring the
key performance indicators so that progress could be driven in both cases of poor and high quality healthcare
conditions.
One of the main challenges is that hospitals should adapt to consumer demand for improved service, integration
of care within conventional services and quality.
2. Context
2.1. What are Key Performance Indicators?
Performance measurement, which is a sub-process of performance management, represents the evaluation and
assessment of results of an organization. Moreover, it focuses on three main aspects, as follows: identification of
key performance indicators, tracking of key performance indicators and communication of key performance
indicators results.
According to The KPI Institute, a key performance indicator represents a measurable expression for the
achievement of a desired level of results in an area relevant to the evaluated entity’s activity. Moreover, the
value added by KPIs to a performance management system is represented by three main variables:
Clarity
 Make use of big volume and scattered data
 Help in identifying underperforming business areas
 Know where we are and have a clear picture of our situation
Focus
 Better communication
 Alignment and synergy between departments
 Better control
Improvement
 Take corrective actions to improve and assess improvements
 Effectiveness - ensuring the achievement of objectives as defined in strategy
 Productivity increases
2.2. Healthcare KPIs and their importance
Key performance indicators play a key role in helping organizations to monitor their performance and deal with
the policy process in their industry. This qualitative study can target business, support, and clinical functions.
However, healthcare KPIs taxonomy lacks a well-defined systematic approach and this is mainly caused by the
complexity of the field, which can be considered a barrier if we consider the variety of processes and projects
costs.
3. Research study objectives and benefits to the organization
The objectives of the present study are:
 Provide a unique framework for key performance indicators in the healthcare sector
 Raise awareness of the techniques and benefits of performance in the healthcare sector
 Produce specific recommendations in relation to the development and application of
 KPIs in fields covered by hospital policy
 Provide input regarding hospital key performance indicators
The research study seeks to bring the following benefits to the organizations:
 A set of measures of project system performance
 A baseline from which to measure project system improvement
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4. Methodology
In order to determine the most important healthcare KPIs and to generate a unique taxonomy, a qualitative
research was conducted on key performance indicators data from over 34 countries. Among the 34 analysed
countries, there was a special focus on UK, New Zealand, US, Spain, Japan, South Africa, Canada, Ireland,
Hong Kong and Australia.
Some of the main organizations and health authorities considered for the research were Southwark Clinical
Commissioning Group, Ministry of Health Manatu Hauora (New Zealand), Cleveland Clinic, Campus Vida,
National Institute of Health and Nutrition (Japan), Anova Health Institute (South Africa), Public Health Agency
of Canada, Health Service Executive (Ireland), Joint Commission (United States), The Organisation for
Economic Co-operation and Development (OECD), Hospital Authority Hong Kong, National Health Service
(England), Australian Institute of Health and Welfare, The Commonwealth Fund (US), and others.
After conducting a primary data analysis of a broad set of KPIs belonging to organizations, health institutes and
health authorities, the qualitative data resulted in more than 100 healthcare KPIs categories, which were
compiled into 10 main categories after a secondary data analysis.
The research results were used to design a unique healthcare KPI taxonomy structured under two main clusters:
1. Operational (e.g. clinical, medical services)
2. Administrative (e.g. human resources, processes, financial, customer service)
Selecting the most important KPIs for the healthcare field will determine the linkage between measures and
values.
In the process of the KPI selection, there must be taken into account organizational aspects, processes that will
be tracked and the tools and resources that can be used for reporting processes.
5. Study results
5.1 Healthcare KPIs categories and definitions
After conducting the qualitative research, the following healthcare KPIs categories and definitions are proposed:
Social Responsibility: this category refers to hospital's environmental issues, its impact on social aspects and to
initiatives of awareness through educational programs. The KPIs focus on sustainability/ environmental
protection (e.g. green routes), social aspects and training for first aid.
Timeliness of Medical Services: this category refers to waiting times in which equipment is concerned, medical
services and emergency care. The KPIs focus on waiting times for access to equipment, ambulance responses
time, treatment times, emergency stays and length of extensions.
Better Health: this category refers to actions that militate for a higher health quality and focus on immunization
issues, youth illnesses trends. The KPIs focus on infants’ immunization, youth illnesses (e.g. mental health
disorders), elderly care, mortality, prevention and palliative care.
Medical Staff: this category refers to hospital's employees’ skills and competences, their career development
opportunities inside the organization, as well as the usage of alternative medical treatments. The KPIs focus on
soft skills, availability, competences, alternative treatments, individual development, third party institutions
collaboration and continuing care.
Safety: this category refers to managing infections setting up prevention. The KPIs focus on infection control.
Compliance: compliance with safety standards, internal and external audits. The KPIs focus on compliance
standards.
Patient Experience: this category refers to the experience of patients receiving medical care, and focuses on
facilities and services inside the hospital. The KPIs focus on facilities, customer service and patient centeredness.
Finance: this category refers to the hospital spending, budget allocation, but also costs for medical services and
revenue influenced by several variables. The KPIs focus on costs for medical services and occupancy rates.
Technology: this category refers to software and hardware and hospital's operational settings. The KPIs focus on
IT structure, medical equipment and electronic records.
Medical Services Quality: this category refers to medical care and services quality, more exactly operational and
clinical effectiveness. The KPIs focus on service access, medical errors and readmission.
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5.2. Sample of Healthcare KPIs
Figure 1.Sample of Healthcare KPIs

6. Conclusions
In order to achieve an improvement of an organization’s performance a tracking of performance levels must be
kept, so that those levels can be improved when needed. This performance tracking is supported by the KPIs,
which can determine where exactly performance can be improved.
The indicators categories proposed for the healthcare sector were chosen according to inputs, outputs, processes,
and possible problems and losses involved in a hospital’s activity and were compiled in an unique taxonomy.
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Abstract. The great amount of data that is currently being produced by business, industry, research, commerce and
social media represents an important source of knowledge and manipulation of such data requires scalable storage
and good analysis tools. For extracting knowledge from the large amount of data that is at our disposal nowadays,
cloud platforms can provide the needed scalable storage and processing power in order to run data analysis and
transform the raw data. Big Data has been of concern to organizations working in select fields for some time. In this
article the author’s aim is to present the premises of a study for deducting price calculation elements from Big Data
using industrial-grade semantic and statistical processing to automatically cluster and categorize information
extracted from different Big Data sources.
Keywords: big data, price conditions, price calculation, retail systems, price knowledge.
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1. Introduction
The price setting process represents one of the key processes in a company and the aim of this process is to
provide the mechanism to translate the longer term strategy of the company in terms of price positioning, market
share goals, and product or service differentiation into the prices which are set or changed on a day-to-day basis
within the competitive environment of the firm. The key elements for short-term pricing decision making within
the longer term strategic constraints of price positioning, volume goals, and product and service differentiation
include costs, sales volume and its variation with the price, the impact of competitor price, and interaction
between prices of certain products within the company’s product portfolio.
Customer price knowledge has been the object of considerable research in the past decades (Apostu, 2013).
Authors of reference paper (Monroe et. al, 1999) cite over sixteen previous studies, most of which focus on
measuring customers’ short-term price knowledge of consumer packaged goods. In a typical study, customers
are interviewed either at the point-of-purchase or in their home and asked to recall the price of a product, or
alternatively, to recall the price they last paid for an item. In perhaps the most frequently cited study, (Dickson,
et. al, 1990) asked supermarket shoppers to recall the price of an item shortly after they placed it into their
shopping cart. Surprisingly, fewer than 50% of consumers accurately recall the price. Thus, despite the
immediate recency of the purchase decision there is no improvement in the accuracy of the responses.
In another paper (Anderson et al., 2007), combine survey data and a field experiment to investigate this
prediction. In their study, they survey 14 customers and collect price recall measures for approximately two
hundred products. They then conduct a field experiment in which they randomly assign the same items to one of
three conditions. In the control condition, items are offered at the regular retail price. In the price cue condition, a
shelf tag with the words “LOW prices” is used on an item. In the discount condition, the price is offered at a
12% discount from the regular price.
The authors show that both price cues and price discounts increase demand. But, consistent with theoretical
predictions, the authors find that price cues are more effective on products for which customers have poor price
knowledge. In contrast, price discounts are more effective when customers have better price knowledge.
Together these results highlight the importance that price knowledge serves in determining the effectiveness of
price changes and price cues.
The paper (Aalto-Setälä et al., 2003) examines consumer price knowledge by comparing the actual market prices
and consumer price estimates in the Finnish grocery market. Although the individual price estimates of
consumers were found to differ significantly from the actual market prices, the medians of consumer price
estimates and market prices were very close to each other for most of the products in our data. The study
indicates that consumer price knowledge is not as poor as previously suggested by the results of point-ofpurchase studies. The authors suggest that at least part of the weakness in consumer price knowledge can be
explained by differences in market price variation.
2. Rationale for Big Data in retail pricing
The customers usually express their personal opinions regarding the products and services they purchase, this
activity becoming a habit for many people nowadays. The online communities’ continuous development, such as
websites, blogs and social networks facilitate the exchange of information for the benefit of a growing number of
users, increasing the social ties.
On a growing market, the companies are forced to follow closely the needs and requests of consumers, but also
their suggestions, in order to develop a more clear vision regarding the quality of products and services. The
customer satisfaction has become a significant factor which affects the size and market segment profitability. In
response to this problem, companies are forced to regularly survey the satisfaction levels of customers, wanting
to focus on feedback from them and effecting improvements in work practices and processes used in the
company.
Influencing consumers depends not so much the brand (although in the case of this tradition is a very important),
but depends heavily on user reviews, opinions left by them on various specialized websites. Life cycle of a
product on the market is influenced by the information about this product coming from consumers. This

Price conditions and price calculation in nowadays retail systems. Price knowledge extracted from big data

375

information can be a process because in a first phase, after the product is launched user reviews will appear, and
these are always changing. Following these opinions, the most trusted and secure analyses are selected (Eckstein,
2011).
Big data refers to the process of collecting and processing of very large data sets and to the associated systems
and algorithms used to analyze these massive data sets. Architectures for big data usually range across multiple
machines and clusters, and they commonly consist of multiple special purpose sub-systems. Coupled with the
knowledge discovery process, big data movement offers many unique opportunities for organizations to benefit
(with respect to new insights, business optimizations, etc.). Due to the difficulty of analyzing such large datasets,
big data presents unique systems engineering and architectural challenges.
Currently, on the market there are many solutions for the search and analysis of large volumes of information
solutions which are usually focused on semantic technologies for aggregating and collating both structured and
unstructured data on private or public cloud platforms (Suciu et al., 2012). Besides the well-known Google, there
have been developed and are under development solutions for Enterprise Business Applications such as CRM
(Customer Relationship Management), ERP (Enterprise Resource Planning) and BI (Business Intelligence) and
web applications, such as applications B2B (Business to Business), B2C (Business to Customer), using data
from various sources (databases, web content, user generated content, etc.) .
3. Results for price knowledge extraction from Big Data
Exalead CloudView (Greffenstette et al., 2010) represents a search platform which offers wide access to
information on the infrastructure level and it is used for SBA (Search Based Applications) for both online and
enterprise level. The application combines several semantic technologies for the applications development, but
also analysis technologies (qualitative and quantitative), used on the data presentation level, aiming to provide
the right information to the user.
CloudView represents a tool that combines search technologies with Business Intelligence, and it is a platform
for the Exalead search engine, which was designed to implement semantic processing and selective navigation
for the data volumes from online environments, facilitating processes such as searching and analysis, and also
enabling organizations to improve their knowledge and resources exploitation.
Basically, CloudView represents an instrument that allows the exploitation of huge data volumes, both structured
and unstructured. There are developed several connectors for these data sources, making them available for their
presentation in an intuitive search interface. There is also used a modular index that combines structures,
terminologies and semantic technology platform formats, providing a continuous access and unceasingly use of
resources, through server distribution techniques and data redundancy (Seymour, et.al, 2011). The manner in
which Exalead CloudView processes and offers access to information is illustrated in Figure 1.
Figure 1. Processing and accessing Big Data via Exalead CloudView
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CloudView accesses data from different sources using the so-called connectors. Each connector uses the data
source protocol to connect its own information source and access the documents which will indexed. Through
connectors, there can be indexed several data types by adding new documents, updating or deleting existing
documents, extracting current list of indexed documents and managing data security.
CloudView provides multiple interfaces for data management and application configuration itself. These
interfaces are represented by several APIs (Application Programming Interface), including a Push API for
creating custom connectors, a Search API used for the development of other applications, Search and
Management API for configuring and managing the indexing and search processes. Push API allows the
indexing of any type of data, coming from any source, and supports basic operations required for the
development of new connectors, both managed and unmanaged. A managed connector is part of the code that
runs in CloudView, code that can be developed in Java. An unmanaged connector can be developed in any
language, through CloudView’s APIS, either Push APIs (in Java, C # and PHP) or through HTTP API.
Figure 2 provides a simplified view of the indexing process. The functionality can be described as follows: the
connectors access the data sources and convert files into documents; these documents are sent to the Push Server
and further are divided into groups, in the Analysis phase.
Figure 2. Simplified view of the indexing process

The analysis is performed sequentially, each document being processed, making retrieval of text, semantic
processing, and other custom operations and location. The analysis also calculates the data to update the index.
Once indexing is done and updated, the new documents are available for searching.
Connectors operate early in the CloudView indexing process, sending documents from different sources to a
Push API server through the PAPI protocol. If the connector server is already existing, all new connectors will
be automatically associated with it.
3.1. Configuration methodology for CloudView
The CloudView configuration methodology is based on the connector’s development, especially in the indexing
process. This methodology is performed within the Administration Console, where the user can perform various
configurations for the connectors, such as deleting all documents and restoring the connector’s state,
synchronizing indexed documents, or stopping the synchronization update for a specific type of connector
(procedure that does not delete documents already processed). Standard connectors of CloudView include files,
databases, HTTP, XML etc.
File type connectors are used for crawling local file systems or remote systems that are shared within the
network. The search path configuration depends on the operating system on which CloudView runs In order to
create a file type connector, it is necessary to ensure for the search system the access rights for the file system,
i.e. file system rights to access the user account that is configured on CloudView. There also can be used regular
expressions in order to specify a certain path (select regexp).
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The JDBC database connector allows indexing of SQL database content, by using configurable queries for
extracting data records. These records are then processed to compose the documents to be indexed. Documents
are built by selecting the columns in the list returned by the synchronization queries. For indexing the database, a
connector can be set to do a full synchronization, which indexes the entire database or set to one of the
incremental modes for indexing only a part of the database. Incremental modes can be used when the table
contains a timestamp representing the time of insertion or a unique serial number. When using incremental
synchronizing, the connector takes the timestamp or the serial number from the column and assigns it to a
variable in the query to retrieve new rows in the database.
HTTP connectors can load any URL address, provided that it is accessible from the server where CloudView is
installed. The URL is taken, transmitted sequentially and then the links are extracted from that sequence. The
main components of the CloudView system are the Crawler Server, Crawler Manager and Push Server. All other
connectors, except those, that are hosted on the HTTP Server Connector, are installed on the Crawler Server. In
the URL field, the site address is entered and some rules for indexing are set, for example reloading behaviour.
Smart Refresh reloads URLs in the list and adds them to the queue, except for the recent uploads. URLs added
by the reloading loop have a lower priority than newly discovered ones, so the reload does not slow the
discovery of new pages.
3.2. The data model for the price optimization
The development of any search application in ExaleadCloudView requires defining what data to include in the
index schema, and then configuring one or more search logics to control how the documents are presented to
users as search results. Index fields are used for searching and to display data in hit content in the results that are
returned.
Categories store static facet values. These values display in the Refinements panel of the search results as well as
in hit content. Static facets allow users to narrow their search results by focusing on a certain aspect of the
results, such as a particular country or product line, price value within a range etc.
The data model represents a starting point for configuring the index and the search processes. Through a data
model, it is allowed the management of different types of data according their purpose and their nature.
There can be created a set of property types like alphanumeric, numeric, geographic. After scanning the data
sources, the settings which have been defined for the properties generate new index fields and categories inside
the index schema and also several meta elements or prefix handlers according to the data logic.
When a configuration is applied, the high-level view provided by the Data Model is expanded into the multiple
index and search elements. A common challenge when creating properties is to know which metas belong to the
corpus. There are several ways in which the available metas can be explored using the CloudView data model.
When creating a data model property, it can be chosen one of the following field types: either an index field or a
category facet only, or both. The most common indexing method is to assign a dedicatedIndexfield attribute in
XML configuration to the property, represented in Figure 3. The property can then be made searchable (user
queries can be applied to this field) and retrievable (the field can display in the search results).
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Figure 3. XML configuration of the property

The property can also be stored as a facet and a category will be created with the value of the property. Faceted
navigation will automatically be created for this property. In that case, it is possible to search for the value of the
property. If the property belongs to the default class, the property can be searched with a prefix format of
property: value field. Otherwise, it can be searched with a prefix format of classname_property:value.
The property can be made searchable without prefix, which means in addition to the indexing determined by
other options, the property is indexed as searchable in the field called text. This allows users to search this
property without specifying a prefix in the query.
When storing a numerical property as a facet, only equality search is possible. Range search is only possible in a
dedicated index field. On numerical properties with a dedicated index field, searchable with prefix includes
searching using the range operators.
While the data model simplifies the set up of the most common features for index fields and category facets,
sometimes the user may need to customize indexing or search behavior.
Furthermore, it is possible to customize elements generated by data model expansion. For example, the user can
modify the default clipping options for the data model-generated facets on a facet-by-facet basis.
4. Conclusions
In this paper we analyzed several existing solutions used for search and analysis of large volumes of data, with
applicability in the retail field. Assessment of retail prices and product reviews can be developed using a search
engine, by using semantic processing, which provides relevant results to the search query in case of incomplete
or inaccurate results.
In order to create a model for the price evaluation, we developed several connectors and a data model based on
properties and patterns which are likely to provide innovative solutions to existing problems. An evaluation can
be based on classification opinions and calculation of notes, depending on the positive or negative reviews of
their number, etc. Accessing this information can be made either online or by importing and compiling various
formats (database, XML file).
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Abstract. Due to the problems existing in the statistical series of data and to the complexity of the processes that
Romania crossed the last years, in this paper, we combined the production function potential output approximation
method with grey method GM(1,1) used for parameter estimation, to obtain a better estimate of the potential output.
The production function method was applied to grey Cobb-Douglas production functions.
The variable NAIRU, used for potential labor approximation, was estimated using expectation augmented Phillips
curve based methodology.
Keywords: grey Cobb-Douglas production function, GM(1,1) method, Phillips curve, potential output, NAIRU.
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1. Introduction
Potential output and the non-accelerating inflation rate of unemployment (NAIRU) are defined as the level of
output and unemployment rate consistent with a stable rate of inflation. Measuring potential output and the
output gap have been for a long time an important task for conducting monetary and fiscal policies.
Because of its importance, the European Commission, OECD countries, individual states, and central banks pay
a great deal of attention to determining the potential output and output gaps. The literature on this topic is
enormous and many current concerns are focused on a wide variety of issues, covering the concept of potential
output, computing methods, comparative analysis of the results, mixing the results obtained through different
methods in order to get a more rigorous evaluation, revisions to output gap estimates, real time estimates of the
output gaps, and types of economic policy models that use this unobserved indicator.
We first recall only some of the recent concerns regarding the potential GDP and output gaps theory, computing
methods and econometric approach.
Besides the four methods used for approximation of the potential level of GDP and output gaps Bassanetti et al.
(2013) combined the results into a single indicator using model averaging techniques to calculate appropriate
weights for combining the output gap measures, in order to reduce the estimating errors. The fourth methods
they used, are: Bayesian estimates, time-varying autoregressive model (TVAR) applied to growth rates, the
production function approach, structural VAR model of output, inflation, real wages and unemployment rate.
Borio et al. (2013) revealed a method of computing potential GDP that includes financial indicators,
consideration to financial imbalances induced by the recent crisis.
Andrle (2013) presents some methods for determining output gaps (State-Space Forms, Univariate filters,
Structural VARs, Production Function Approach) and decompose the computed output gaps into contributions of
observed data on output such as: inflation, unemployment, and other variables.
Cacciotti et al. (2013), using quarterly data for potential output estimates, follow the interest for mixed frequency
dynamic factor models that decompose a vector of time series available at different frequencies in one common
non-stationary component and some idiosyncratics, specific to each series, both following autoregressive
standard processes.
Lin and Chen (2013), analyzing the impact of seasonality on various potential output measures for Taiwan’s
data, used state space model and the Kalman Filter, Watson’s decomposition, Apel and Jansson’s decomposition.
The same authors developed in 2012 the corresponding Bayesian estimates for Taiwan economy for the two
decompositions.
Ehlers et al. (2013), besides the production function and HP filter approach, apply the SARB’s Potential General
Equilibrium Model (PGEM) that uses a general equilibrium approach to model the potential output level of the
South African economy.
Oliveira and Portugal (2013) estimate the output gap for Brazil by applying the major methodologies referenced
in the literature such as: HP filter, production function, linear and quadratic trends, Beveridge-Nelson
decomposition, unobserved component model and also a variant of the standard new Keynesian dynamic
stochastic general equilibrium (DSGE) model.
Bouis et al. (2013), use the Cobb-Douglas production function with Harrod neutral labour augmenting technical
progress to estimate the output gaps for OECD economies during the recent crisis and then use the results in the
Taylor rule to determine the influence on monetary policy.
In their work, Basu and Fernald (2009) used two models: a standard one-sector model and a two-sector model
with differential technological change across sectors. They conclude that the two-sector model, which allows for
a change in the price of capital, outperforms the simple one-sector model. Regarding the definition of the
concept, Basu and Fernald (2009) argue that the appropriate notion of potential output is the steady state of an
economy with no distortions.
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In our previous works, (Andrei et al., 2009; Andrei and Păun, 2011; Andrei and Păun, 2013), we highlighted the
fact that, giving the problems with the capital stock series of data and the dynamic processes that marked the
evolution of the population after 1995 (marked by a decrease of the birth rate) and especially after 2007 (marked
by a high rates of the labor migration in the EU labor market) the parameter estimate could conduct to errors and
the estimators are could less reveal the pattern of the macroeconomic processes in Romania.
In order to a better estimate of the potential GDP and output gaps in Romania, we use in this paper the grey
system theory model GM(1,1) for the data approximation of the capital stock, real GDP and active civil
population, in order to reduce the errors of Cobb-Douglas and CES production functions parameter estimation
and then to calculate the potential output with these two grey production functions.
The paper is organized as follows: Section one, is the introduction, the second Section treats potential GDP
estimates, using grey production function, Section three is focused on the GM(1,1) model, the fourth section
deals with results, conclusions and further topics.
2. Potential GDP estimates using grey production functions
Unlike our previous works (Andrei et al., 2009; Andrei and Păun, 2011; Andrei and Păun, 2013), we use the
production function approach for potential output estimate, using a decreasing return to scale Cobb-Douglas grey
function.
The rationales to use a grey production function is, as we mentioned above, i.e., the lack of an adequate data
series for the capital stock (Altăr et al., 2010), the decreasing number of employment, and the volatility of GDP
before and after the EU adhering and during the severe economic crisis 2008-2010.
In order to reduce the error in estimation debt to the above mentioned causes, we use a grey Cobb-Douglas
production function and GM(1,1) model for parameter estimates.
2.1. Grey Cobb-Douglas production function
We start from the well-known CD production function model:
Y  Ae  t K  L

(1)

where the parameters stands for the usual interpretation.
The loglinear form is given by:

ln Y  ln A   t   ln K   ln L

(2)

The multivariate least squares estimate could be employed to approximate the parameters: A,  ,  ,  .
The macroeconomic time series often are confronted with high fluctuations, which leading to estimation errors,
that means, negative values of the estimated coefficients, or values that exceed the economic explicable values of
the parameters.
In order to elude this inconvenient aspect, we can use GM(1,1) simulated data as original data for the parameter
estimates, then, to a certain degree, we can eliminate some of the random fluctuations , producing more
reasonable values of parameter estimates and obtain a model that can accurately reflect the relationship between
the production output and labor and capital inputs and the progress of the technology.
If we suppose Yˆ , Kˆ , Lˆ the vectors of GM(1,1) simulated data of Y , K , L , then, the function: Yˆ  Ae  t Kˆ  Lˆ is
the grey Cobb-Douglas function model., that possesses a deep intension of greyness, embodies non-uniqueness
principle of the solution and the absoluteness principle of greyness.
In the practical applications, that model produced satisfactory results (Liu, Lin, 2006).
After the data series was approximated using GM(1,1) method, we estimated the coefficients of the CobbDouglas grey production function: Yˆ  Ae  t Kˆ  Lˆ , using the log-linear form and OLS method.
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The production function for potential output is given by:



Yˆt pot  Aˆ tpot Kˆ tpot

 Lˆ 
ˆ

ˆ
pot 
t

(3)

where
represents the HP filtered total factor productivity, Aˆ e ˆ t and K tpot  Kˆ t ctNAICU is the potential
capital stock corresponding to the capacity utilization rate that does not accelerate inflation (NAICU- Non
Âtpot

Accelerating Inflation Capacity Utilization Rate) that is derived by HP filtering capital stock

K̂ t calculated using

the GM(1,1) method.
For potential labor we employ the equation that was proposed by Giorno et al. (1995):



Lˆ tpot  LˆSt 1  u tNAIRUKF



(4)

L̂St

u tNAIRUKF

where
represents GM(1,1) calculated data of the civil active population at time t and
is the
unemployment NAIRU rate (Non Accelerating Inflation Rate of Unemployment) that is approximated using an
algorithm based on Phillips curve. Therefore, L̂tpot corresponds to the number of people that could be employed
if the unemployment rate equaled its natural rate given by NAIRU.
The output gap is defined as the difference between real and potential output, divided by potential output:
Yˆ  Yˆ pot
(5)
output gap _ FP  t pott *100
Yˆt
If the output gap takes positive values (when real output is greater potential output), then the aggregate demand
growth exceeds the aggregate supply growth and this could lead to inflation, which is why it is called
inflationary gap. However, if output gap values are negative, then we have a recessionary gap that could lead to
deflation.
In order to estimate NAIRU, we used a method that generates a variable NAIRU based on expectations
augmented Phillips curve:
 t    u t   u tNAIRU   t

(6)

We work under the assumption that u tNAIRU follows a stochastic random walk process and the supply shock  t
follows the stochastic white noise process. The equation above shows that if unemployment falls below NAIRU
level, it will put upward pressure on inflation, which will tend to rise unless this is offset by the effects generated
by other variables.
The above Phillips curve could be written as:
 t



 u t  u tNAIRU 

t


(7)

The left side of the above equation is calculated on statistical data considering parameter  (that could be
interpreted as the speed of transfer of unemployment deviation on the inflation rate deviation), which is being
estimated from the following equation, with all three series totally known:

 t   (ut  ut 1 )   t

(8)

So, if we denote the resulted series of data, with calculated previously by:

At 

 t



 ut

(9)

we can then apply the HP filter to determine the trend, that represents the variable NAIRU ( u tNAIRU ), and the
cyclical deviation given by  t .
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3. GM(1,1) grey model

GM(1,1) type of grey model is the most widely used in the literature (Julong, 1989), pronounced as ‘‘grey model
first order one variable’’. The GM(1,1) model constructing process is described below. Consider a single input
and single output system with the time sequence X

(0)

representing the outputs of the system:

X (0)  ( x (0) (1), x (0) (2),...x (0) (n)), n  4, x (0) (i )  0
When this sequence is subject to the accumulated generating operation (AGO), the following sequence X (1) is
obtained:

X (1)  ( x (1) (1), x (1) (2),...x (1) (n))
where:
k

x (1) (k )   x (0) ( j ), k  1,2,..., n

(10)

(11)

j 1

It is obvious that X (1) is monotonically increasing.
The generated mean sequence Z (1) is defined as:
Z (1) ( z 2(1) , z 3(1) ,...z k(1) ), k  2,3,...

(12)

where
z (1) (k )  x (1) (k )  (1   ) x (1) (k  1), k  2,3,...n ,

(13)

Generally,   0,5 .
The GM(1,1) model can be constructed by establishing the whitening equation for X (1) as:

dx (1)
 ax (1)  b
(14)
dt
In order to estimate the parameters a (developing coefficient) and b (grey input coefficient), we can rewrite the
difference equation: x (0) (k )  az (1) (k )  b
as:
a 
T
1 T
b   ( B B ) B y
 
with:
 x ( 0 ) ( 2) 
 (0) 
 x (3) 


.
,
y

.



.
 x (0) (n)



  z (1) ( 2) 1

 (1)
  z (3) 1 


.

B

.



.

  z (1) n
(
)
1



The solution X

(15)

(16)

(1)

at time k, is:
ˆ
b
xˆ (1) (k )  ( x1(0)  )(1  e aˆ )(e aˆ ( k 1) ), k  2,3,...,
aˆ
The computed grey Cobb-Douglas function is:

Yˆcalc  40,0552 exp(0.045647)( Kˆ grey ) 0.23677 ( Lˆ grey ) 0.093827

(17)
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4. Results, conclusions and further topics

We started the empirical application with the variable NAIRU approximation, using expectations augmented
Phillips curve methodology.
The resulted variable NAIRU estimation can be seen in the following figure:
Figure 1. Variable NAIRU and unemployment actual rate

Before applying the production function method, we calculated the grey data series, using the GM(1,1) algorithm
described in the corresponding paragraph.
The developing coefficient ( â ) and the grey input coefficient ( b̂ ) for the real GDP, civil active population and
aˆY  0,00167 aˆ L  0,001541
aˆ K  5,5,85,7400,0
;
;
gross capital formation, are, respectively:
bˆ  5725,72 bˆ  10474467,96 bˆ  2,9,66,39,00,0
Y

The calculated data can be seen in the following figures:
Figure 1. Grey GDP and real GDP

L

K
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Figure 2. Computed vs Grey GDP

The grey data for real GDP, active civil population and gross capital formation follow the tendency of the actual
data, that assures the fact that the GM(1,1) adjustment conducts us to results that respect the structural tendency
of the phenomena.
The output gaps resulted could be seen in Figure 4:
Figure 3. Output gaps

The figure above shows that the first 29 quarters mark a boom and overheating period and the last 18 quarters a
depression and an excess demand period. The last period corresponds to the severe crisis that affected the
Romanian economy after 2008.
Because of the decreasing tendency of the total population due both to the decreasing birth rate and increasing
migration for work, the marginal productivity of labor comes out negative. That tendency, associated with the
lack of an adequate data series for the capital stock, determined us to use the grey theory methods in order to
adjust the statistical data.
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As far as the investment process is concerned, the model reveals a rather extensive investment process in
Romania between 2004 and 2005, emphasizing a continuous change of branch structure of investments.
After 2008-2009, there was a severe economic crisis in Romania, marked by a decrease in real GDP and, in the
second half of 2010 the resumption of economic growth took place.
Starting with 2013-2014, the estimated average annual growth rate of 4.12%, will mark a sustained economic
growth in Romania, with a predominantly intensive character.
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THE ROLE OF FINANCIAL INFORMATION
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Abstract. A company's ability to face financial difficulties has always been a topic of discussion. Given the fact that
the pharmaceutical market, as well as other sectors of Romania went through a period of crisis, it is necessary to
carrying out tests to capture both the health of the sector, as well as its ability to withstand a bankruptcy.
Furthermore, it is essential to study the capacity and role of the information supplied by the companies ' financial
statements, as well as information on the market, in predicting corporate bankruptcy, which can lead to a systemic
risk to the economy. Purpose of the paper is to analyze a set of financial and economic ratios, using the Z-score.
Using a multiple regression, we tried to capture the extent to which they can predict a bankruptcy in the
pharmaceutical sector. The Romanian pharmaceutical market is on an uptrend, but has not been protected from the
harmful effects caused by the financial crisis.
Keywords: bankruptcy, business, financial indicators, financial management, predicting.
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1. Introduction
Until 2007, the pharmaceutical market in Romania has registered significant increases. But between 2008 and
2009, the average rate of growth fell amid the global economic crisis. Meanwhile, the pharmaceutical market has
returned, but it is not neglected those oscillations. For this reason I believe that it is very important to analyze the
health of the sector, as well as its ability to withstand a bankruptcy.
Altman (1968) developed the Z-Score model to predict the financial failures of U.S. manufacturing firms. It is a
measure of corporate financial distress or economic bankruptcy. Market value of equity/Total liabilities appears
has the highest bankruptcy predicting power (June Li, 2012).
Business failure leads to heavy losses whether financially and non-financially consequences. Thus, the
importance to predict business failures accurately on a timely manner is useful to stakeholders including
managers, the government, suppliers, customers and employees to take the necessary actions to avert a potential
financial failure (Byrne and Barron, 1993).
Tam and Kiang (1992) argued that the prediction of bankruptcy is probably one of the most important business
decision-making problems, because decision made affect the entire life span of a business.
2. Methodology and the data used
The database contains economic and financial indicators calculated using information provided by the financial
statements of the most important Romanian pharmaceutical sector companies, such as: Antibiotice S.A. (ATB),
Biofarm S.A. (BIO), Farmaceutica Remedia S.A. (RMAH), Zentiva S.A. (SCD), Medimfarm S.A. (FAMD),
Fitoterapia S.A. (FITO), Meduman S.A. Viseul de Sus (MEDU), Sintofarm S.A. (SINT).
Data used are annual and cover the period leading up to the financial crisis and post crisis, 2005-2013 financial
information being taken from the website of the Bucharest Stock Exchange (www.bvb.ro), from specialized sites
(onlinebroker.ro, intercapital.ro, etc.), but also on the website of each company.
Financial analysis includes financial ratios in order to evaluate the performance of firms. These ratios include
profitability, liquidity and solvent inks, as well as the efficiency of financial management in the development and
implementation of financial policies and investments (Mohammed, 1997).
It were selected financial indicators relevant for predicting a corporate failure such as: working capital, total
assets, retained earnings, earnings before interest and taxes, market value equity, book value of total debt, sales
and Z-score.
Working capital is defined as the difference between current assets and current liabilities. The Working
capital/Total assets ratio is a measure of the net liquid assets of the firm relative to the total capitalization.
The Retained Earnings/Total Assets is a measure of cumulative profitability over time.
Earnings before Interest and Taxes/Total Assets is a ratio calculated by dividing the total assets of a firm into its
earnings before interest and tax reductions. So, it can be considered as a measure of the true productivity of the
firm's assets, abstracting from any tax or leverage factors (Altman, 1968).
Market Value of Equity/Book Value of Total Debt. Market value of equity is calculated by multiplying the
company's current stock price by its number of outstanding shares, while debt includes both current and longterm. The measure shows how much the firm's assets can decline in value before the liabilities exceed the assets
and the firm becomes insolvent.
Sales/Total Assets. The sales are represented by the capital-turnover ratio and it is one measure of management's
capability in dealing with competitive conditions.
In order to test the existence of links between the size of these financial indicators and Z-score level, we used the
Eviews, respectively, a regression model, whose regression functions is:
Z =b0 + b1*X1+ b2*X2+ b3*X3+b4*X4+B5*X5,
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where:
X1 = Working capital/Total assets;
X2 = Retained Earnings/Total assets;
X3 = Earnings before interest and taxes/Total assets;
X4 = Market value equity/Book value of total debt;
X5 = Sales/Total assets;
Z = Overall Index.
3. Estimation of results

Data series were stationarity, using the Augmented Dickey-Fuller test (ADF) for Z-score series, respectively X5,
application a 1-order differences for a critical threshold of 1% is required, as you can see in the table below
(Table 1):
Table 1. Data series stationarity
Series
Z-score
X1
X2
X3
X4
X5

Integrability order
I(1)
I(1)

Confidence level
1%
10%
1%
1%
10%
1%

As a result of the estimation results (see Table 2 below), it has come to the following formula:
Z-score = -0.1222998099 - 0.385901516*X1 - 0.6572497201*X2 + 1.127846736*X3 + 0.1187044621*X4 201508.886*X5
Therefore, we can observe a negative relationship between Z-score and X1, X2 and X5 and a positive relationship
towards the X3 and X4. If the independent variables would not influence at all the variable dependent on Z-score,
then it will register in a value of -0.1222998099. So, a change with one percentage point in X1, X2 and X5 cause
a change in the opposite direction of z-score, and a modification with a percentage point variation in X3 and X4,
result in a change in the same sense of Z-score.
Table 2. Eviews Estimates
R-squared
Adjusted R-squared
S.E. of regression
Durbin-Watson stat
Prob(F-statistic)

Eviews Estimates
0.134737
0.069187
0.964787
2.163571
0.082198

3.1. Report of determination
Another indicator, which helps the correlation between the variables included in the model represents the Report
of determination ratio, R-squared, but its derivative, Ajusted R-squared.
According to estimates, the Report of determination, expressed with the help of R-squared, records a value of
0.134737 (see Table 2), and the value of Ajusted R-squared is 0.069187. Therefore, we can say that 13.47% of
the Z-score variation can be explained by the variation in financial indicators in the model.
3.2. Autocorrelation hypothesis testing - Durbin-Watson Test
To test the errors autocorelation we turned to Durbin-Watson Test and autocorrelation hypothesis testing
^

involves the use of the following formula: DW = 2  2  . Taking into account the parameter values ρ, we have
that the test DW statistics value is included in the interval [0,4]. DW lower than 2 indicates a positive
autocorrelation, and DW greater than 2 indicate a negative autocorrelation. If the errors are not correlated, then
the value of the DW will be around 2.
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In this case, the estimated amount with the aid of the test DW is equal to 2.163571 (see Table 2), so we accept
the null hypothesis and it can be said that the errors are independent and are not correlated. Therefore, the
conclusions drawn, using this model, are pertinent.
3.3. Verification of the normality of the residue – Jarque – Bera Test
Jarque-Bera test also plays an important role in assessing the validity of the model and data used. In other words,
it looks at the extent to which the empirical distribution can be approximated by a normal distribution (the null
hypothesis).
Figure 1. Jarque-Bera Test

Output presents (see Figure 1) distribution histogram, mean, median, minimum and maximum values, standard
deviation, coefficient of asymmetry, kurtosis series and the Jarque-Bera test.
The probability associated to Jarque-Bera test is 0.0000 < 0.05 and so, we reject the null hypothesis and we
cannot approximate the distribution model as a normal one (errors are not normally distributed). In support of
this claim, comes the value of the coefficient of asymmetry (skewness) that is greater than zero (the normal
distribution is symmetric).
Moreover, for a normal distribution, kurtosis is 3. In this case, this indicator has a value greater than 3,
respectively 24.15284 and then we can appreciate the distribution as leptokurtosis.
4. Conclusions
The financial crisis has left large footprints in the Romanian economy and thus in the pharmaceutical sector. It
has managed to pick up gradually but surely getting that in 2010 to record profit. These oscillations create an
imbalance in the market both internally and at external level.
For this reason, I consider that it is useful to analyze to what extent financial indicators have the ability to
withstand a bankruptcy at sector level. After testing the parameters of the regression equation, the results of tests
carried out have shown that the model is valid and the conclusions drawn are pertinent.
The analyzed indicators have a great impact on the general index of the market, but I think that there are not
enough relevant for this market. This can be blamed on the period of transition: crisis-post crisis.
Therefore, the work has its usefulness in providing support for managerial decisions to answer to recovery the
indicators that support the pharmaceutical sector`s solidity.
The work can be extended by analysis of a greater number of financial indicators, whose impact on a company's
financial diagnosis is crucial. It also may have applicability in the case of other countries in the process of
developing or developed through conducting comparisons between them.
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Abstract. The aim of this paper is to build and exploit a new analytical model for assessing the active management of
modern Private Equity Funds (PEFs). The importance of PEF financing in emerging markets is very interesting
because the capital market is not a robust but also not a liquid one. In addition the banking system is not able to
understand the financial needs of small and medium enterprises (SMEs). In this case is necessary to offer a new
support for the PEF’s managers. In emerging markets there is a critical need for these types of applications.
The inspiration of the model is from financial portfolio management on the analogy between the management of real
life projects with the management of real life projects and the dynamics, based on the integration of a Brownian
motion tool. This conception offers not only a good overview of the ways to understand and predict the basic
performance of a classic PEF, but it also provides interesting consequences for the special case of a PE specific
shock together with the impact on the life cycle performance of PEFs. This contribution is also important for the
building of a resilient architecture of PEFs in critical or crises periods, a critical issue especially for emerging
markets.
Keywords: Private Equity Fund (PEF), Architecture of PEF, Net Asset Value (NAV), Brownian motion, Emerging
markets.
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1. Introduction in the specific organizational mechanisms of Private Equity Funds (PEF)
The architecture of a Private Equity Fund (PEF) is very complex and it contains a General Partner (GP) which
seeks investment opportunities and attracts founds from different types of investors (institutional or private),
called Limited Partners (LP). GP elaborates a private placement memorandum and negotiates the partnership
agreement which contains the duration of the partnership, the performance/management costs and the investment
restrictions.
Figure 1. The architecture of a typical PEF
Investors

General Partner

Private Equity Fund

Project 1

Project 2

Project 3

PE’s specific operational mechanisms consist of: raising capital from external sources, selection and dosing in
order to maximize the investments return through the link of flexibility and liquidation/extension of PEF
functioning until the end of the contract. PEF can distribute dividends or shares.
Usually PEF manages portfolios structured as limited partnerships on behalf of the investors. It is essential to
understand PEF’s performance, considering that market liquidity is lower than stock investments, and
management transparency often faces informational asymmetry problems. GP has the role of the agent from the
principal-agent theory, since poor portfolio management performance influences their income.
The adjustment of the PEF’s dimensions is based on budgeting principles, minimum liquidity, flexibility and
adaptability to the market. PEF can turn to companies that are specialized in consultancy services in business,
including the formation of funds of funds (FoFs).
2. A new method for managing PEF portfolios (PEF-P)
PEFs represent interesting financing infrastructures and the study of the management of this type of funds is very
important in the actual context especially for emerging markets. This method for managing PEF-Ps is based on
the analogy between the management of real life projects with the management of real life projects. The
contributions of Markowitz (1952), Sharpe (1961) but also the CAPM model based on risk –return performance,
could represent the inspiration for this type of applications. The basic assumptions in the CAPM model are: there
exists a rational behavior of all investors based on efficient portfolios selection; the possibility to borrow/ grant
loans at an interest rate called the risk-free rate; there are homogenous expectations in the process of analysis the
distributions of future profitability for performance indicators; the assets are divisible; there are no transaction
costs; the markets are in equilibrium and the assets are correctly evaluated; there is perfect competition among
investors. In this case all the investors will have efficient portfolios, based on the market portfolio and the riskreturn relationship which is the same for all the actors.
Let now consider a PEF based on N=5projects with the proportion  i , with

5

 i  1 . The interest is to analyze
i 1

their evolution in dynamics, for example a period T=5-10 years. Let normalize the value of the projects. At t 0 ,
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Ai 0  1 either i  1,..,5 and the value of the projects Ai (t )  f (  i ,  i ) depends only on the rate of growth i
and the volatility  i .
The initial Net Asset Value (NAV) is expressed by:
5

VAN 0   i Ai 0  1
i 1

The dynamics of the Brownian motion process is expressed by:
dAi (t )   i Ai dt   i Ai dBt
The rate of growth of the project is:

 i  r f   i ( rM  r f ) , where r f is the risk free rate (it could be considered constant) and the risk indicator
rM  r f , is considered together with the risk indicator  .

It is possible to consider that the return of the PEF market, rM , is related to the economic growth for example
rM  4 w  0.02 .
In the simulation performed with Mathcad software, there could be considered different values for the risk free
rate ( r f = 0.03 or 0.05), for the economic growth (w = 3% or -2%) and different allocations of the PE projects
from the PEF.
Figure 2. The results for the simulation of the normalized value of PE
3
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3. The case of adjustable PEF-P

In this case it is possible to change the number of LP participants, N t . Let N 0  1 (normalized). For t<10 it is
possible to consider the growth of the PEF based on IPOs, in order to obtain the critical mass of investments.
Then let a period 10<t<30 of a flat dynamics, without IPOs, characterized by the Brownian motion
dN t   t N t dt   t N t dBt . The interest is to understand the effect of different shocks after t>30.
Figure 3. The results of simulation for number of PEF units in the case of a critical shock

Number of units of PEFs

15

10

5

0

20

40

60

Time/month

The dynamics of the PE projects could be expressed by a Brownian motion:
dAi (t )   i Ai dt   i Ai dBt ,
Then: VUAN t 

VAN t
.
Nt

Figure 4 presents the simulation with Mathcad software:
Figure 4. The results of simulation for the NAV of PEF in the case of a critical shock at t=48
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Figure 5. The simulation for the NAV of PEF in the case of development based on IPOs
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In Figure 5 is presented the simulation of the case of development of PEFs based on initial public offerings
(IPOs) also with Mathcad software. In this case is significant to understand the importance of IPOs in the
process of adjustment to the market opportunities and to respond to the criteria of liquidity.
4. Conclusion and future work

PEFs represent an interesting financing solution for SMEs and should be applied also in emerging countries with
poor capital markets. Based on their conception PEFs offer not only interesting financing capabilities but also
better organizational architectures. The flexible partnership support for investments offers reliability and a good
support for future developments.
PEF’s contributes to efficiency and provides new jobs, based on competition, innovation and the development of
the management. PEF’s offer a good support for the companies and the listing on the stock exchange could
increase the visibility, with impact on the governance transparency. The recent global crises and turbulences
prompted the development of new official regulations (such as standards to prevent asset stripping from the
company’s portfolio and buy-out notification activities) that slow-down the development of the PE industry.
A new analytical method for managing PEF-Ps based on the analogy between the management of real life
projects with the management of real life projects and the integration of a Brownian motion dynamics, is
proposed. This study provides also an interesting result for the special case of a PE specific shock and this
contribution is important for the building of a resilient architecture of PEFs. Future work could study the
mechanisms of the life cycle of complex PEFs, especially in the case of the recovery after shocks. In this case
PEFs could be viewed as complex adaptive systems, equipped with the capability to quickly react and adapt in
highly uncertainty situations.
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Abstract. This study examines the need for new rules when it comes to computing the taxable profit in case of
Romanian IFRS adopters. After a brief literature review in which we point out some of the previous articles published
on book-tax conformity, relationship between accounting and taxation and taxation issues faced by Romanian
companies, IFRS adopters, we isolate the main reasons and types of differences between accounting and taxation
with concrete examples from the Romanian regulation. In the last part we identify the most common differences
between computing accounting profit and taxable profit according to Romanian tax laws and regulation and also,
even if the list is not exhaustive, we identify the most stringent situations faced by Romanian IFRS adopters, credit
institutions or listed companies, which are not covered by the Fiscal Code.
We hope this article to be just another piece from the puzzle which is harmonized accounting – taxation rules and it
should be particularly interesting for Romanian tax regulators and companies facing those situations on a current
base.
Keywords: IFRS, tax, Romanian IFRS adopters, IFRS adoption, IFRS taxation issued.

400

Mirela Păunescu

1. Introduction
In this article we do not intend to explain the importance of the IFRS for Romanian reporting entities or to tell
stories about companies applying IFRS in Romania as such topics have already been covered (Albu et al., 2012,
Girbina et al., 2012). We are going to underline the importance of accounting regulation for tax reporting and to
identify the need for changes and amendments in the Romanian fiscal law as in our opinion, until now, there are
many questions raised by Romanian IFRS adopters not answered by the legislation.
Between accounting and taxes a close connection was created and this is because accounting information is the
primary source of information for tax authority. Especially the corporate income tax is highly influenced by
accounting regulation as in Romania taxable profit is computed starting with the accounting income (accounting
profit and not comprehensive income). As accounting profit is determined based on the financial reporting
standards and as the reporting entity has many choices when it comes to how to value, when and how to
recognise some transactions it means that the taxable profit depends more or less on the accounting policies and
estimations made by the tax payer.
In Romania until recently, even some local charges depended (they still depend for most of the taxpayers) on the
accounting choice. For example, if the company holding a building used the depreciated historical cots, the
percentage applied to the gross value of the asset to compute a local tax was 20 times higher than the one
applicable if the company fair valued the building.
Before IFRS to become mandatory for certain entities, it is our opinion that tax rules had a higher priority than
the accounting principles in spite of disagreeing opinions between Romanian researchers (Petre, 2006, Larson,
2004). Taxable profit was determined by adjusting the accounting profit. Only few adjustments were to be as
most of the gains and losses were to be recognised as a revenue or an expense. Recognition principles and
measurement basis were similar for tax purposes and financial reporting. IFRS, on the other hand, request
reporting entities to recognise gains and losses as an element of the profit and loss statement or as an element of
other comprehensive income while the Romanian fiscal code still associates the taxable profit with the
accounting profit. This is why the tax law must be adapted to the specific needs of IFRS adopters. The aim of
this article actually is to identify the loopholes from Romanian legislation which need clarification or
amendments.
2. Literature review
In only few words we acknowledge some of the previous research which was made with regard to the link
between accounting and taxation. Over the years many authors observed the correlation between accounting
rules and tax rules, noticed that there could be a dependent relationship or an independent one ( depending on the
moment, the type of GAAP applicable and so on) and even tried to measure the degree of dependence between
the two sets of rules. Outside Romania, from the authors which had a word to say about the link between
accounting and taxation are Haller (1992); Radcliffe (1993); Blake et al. (1997); Lamb, Nobes and Roberts
(1998); Porcano and Tran (1998); Doupnik and Salter (1993), Freedman (2004, 2006), Franzoni L.A. (2008),
Chittenden F., Foster H. (2008), James (2009), Chote (2008) and other.
Stefano Marchese identifies three cases with regard to tax-accounting relationship, as such: accounting rules are
independent from taxation rules, accounting principles depend on taxation rules and taxation rules are dependent
on accounting principles. Lamb et al. (1998), on the other hand identifies five cases: Disconnection, Identity,
Accounting leads, Tax leads, Tax dominates. Romania would be classified according to our opinion in the forth
case (tax dominates) if it were about national GAAP.
In Romania, several articles on accounting-taxation link were published by Cuzdriorean et al. (2010, 2011,
2012), Fekete et al. (2012), Garbina (2012), Istrate (2009, 2012) and other. Authors analyzed the perceptions of
Romanian financial reports on tax-accounting relationship, the priority of tax rules and accounting principles, the
trend and dynamics of tax-book conformity and even some particular disconnection between the accounting
regulation and tax rule ( for example, the case of tangible assets).
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3. Main loopholes from the Romanian fiscal code
From the beginning we underline that the main purpose of the financial reporting is not to provide tax authorities
with information based on which the degree of compliance to be easily checked (particularly if we consider IFRS
as GAAP applied, as the objective of general purpose financial reporting, as defined by IASB in its “Conceptual
Framework for Financial Reporting” is “to provide financial information about the reporting entity that is useful
to existing and potential investors, lenders and other creditors in making decisions about providing resources to
the entity”). It is clear that financial reports should be useful and reliable for all the users and not only or mainly
for the IRS even if it is common for governments to specify different or additional requirements for their own
purposes. Such additional requirements are however acceptable as long as they do affect the quality of
information received/ useful for the other users of financial statements.
As long as financial statements and reports prepared for tax purposes have different objectives it make sense that
principles, measurement basis, recognitions and classification criteria used by the two types of information are
different.
The main differences between the rules used for tax purposes and for accounting purposes may be divided into
the following classes:
1. Some expenses are recognised for accounting purposes but are not deductible for tax purposes. Included in
this class are also partially deductible expenses.
2. Some revenues recognised for accounting purposes are not deductible for tax purposes.
3. Some amounts are deductible for tax purposes but are not recognised as an item in financial statements (they
are not recorded as revenues, expenses, assets or liabilities). It is for example the case of deductions for legal
reserve formation and the case of additional deduction (amounting 50%) for research and development
expenditure.
4. Principles used are completely different. As the length of this article does not allow us to expand this subject,
we will only analyse the case of consistency as one of the most important accounting principles and the case
of materiality. Consistency is not a principle acknowledge by tax regulators as they should be able to change
the tax law as often as needed in order to satisfy their objective. Moreover, a change in accounting principles
applies usually retrospectively while a change in tax rules should always affect the future and never the past
as a result of a specific tax principle which is effectiveness of imposing. As for materiality, the accounting
policies in IFRSs need not be applied when the effect of applying them is immaterial, according to IAS 8 but,
the tax rule should always be applied not matter how material or immaterial is the effect.
5. Measurement basis are different. IFRS moves towards fair values while usually for tax purposes the
historical cost should be used. That fair value is more and more used in IFRS is obvious not only by looking
up articles written on this subject but also by taken into account that a new standard was published in order to
standardize the process of computing fair values (we refer here to IFRS 13 Fair value measurement) and also
many standards allow or require the use of fair value (IAS 40 Investment property, IAS 16 Property, plant
and equipment, IAS 38 Intangibles, IAS 39 Financial Instruments: Recognition and management and
others). For tax purposes, tax regulators would prefer a value which is easier to audit based on existing
documents and less exposed to subjectivism. In most of the cases, historical cost is the value that makes tax
regulators’ dream to become true. Perhaps this is why, the tax rule for investment properties says that the
entity should depreciated the initial acquisition cost over the useful life of the item set according to a legal
norm, regardless if the company uses the fair value or the historical cost to present such investment property
in financial statements, according to IAS 40. Not only usage of fair values leads to a gap between book value
and tax base of an item. Almost every time when the item’s value (initial cost or a subsequent value) relies on
some subjective evaluation, a difference between book value and tax base is created. For example, for
accounting purposes the initial cost of an item of property, plant or equipment should comprise the
discounted value of initial estimate of the costs of dismantling and removing the item and restoring the site
on which it is located. For tax purposes, such components of the accounting cost are not recognised in the tax
base of the item.
6. Recognition criteria – the moment of recognition. As for the time of recognition, if for tax purposes the
moment of recognition of an item is different than the one for accounting purposes, in most of the cases the
reporting company must deal with a temporary difference which might be taxable or deductible and which is
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to be recognised according to IAS 12 Income taxes. In Romania, this is for example the case of impairment
recorded for fixed assets, inventory, bad debts and most of the expenses with the provisions recorded. But it
may also be the case of thin capitalisation rules as some times the interest payable is deductible only in the
year when the debt to equity ratio is less than 3 and positive.
7. Recognition criteria – the nature of the items recognised. The accounting profit is the starting point for the
taxable profit. But sometimes gains are recognised for tax purposes directly in the Other Comprehensive
Income (basically in the owners’ equity, as part of the reserves). We are going to illustrate with more
examples this case as, in our opinion, is one of the most difficult issues for IFRS adopters.
For the first three cases there are not that many problems. It is pretty clear (with few exceptions) from the
Romanian tax legislation which are the tax relieves, disallowed expenses and not taxable incomes. Most
difficulties are encountered by taxpayers when it comes to measurement basis and the nature of the item
recognised.
For example, according to IAS 16, if payment is deferred beyond normal credit terms, the difference between the
cash price equivalent and the total payment is recognised as interest over the period of credit unless such interest
is capitalised. Basically, the initial cost of acquisition is less than the amounts paid (the difference being the
interest paid). According to the fiscal cost, the interest to be recognised according to IAS 16 is a non deductible
expense. It should follow that the tax base for such assets is the full price paid, however, the definition of the
taxable base states that this is equal with the acquisition cost which is net of interest for IFRS adopters. So such
amounts are just disallowed, which is not in the benefit of the company.
In a similar manner, if an entity defers the inflow of cash and this arrangement effectively constitutes a financing
transaction, the fair value of the consideration is determined by discounting all future receipts using an imputed
rate of interest. The difference between the fair value of the consideration and the nominal amount of cash
receivable is the interest which should be recognised as taxable revenue in time. The higher the interest rate is,
the less tax is paid when the goods are sold. As the company must discount the price to be received by using
professional judgments, it means that it has the freedom (of course, in certain limits) to manipulate the taxable
profit. What would the tax inspectors say about a certain interest rate used by the entity (according to its
accounting policies and estimates)? It remains to be seen.
As for the nature of the items, we only illustrate this case by using three examples. First, according to IAS 39,
financial instruments classified as available for sale are to be measured by using the fair value model and all the
differences (except for those due to impairment) are to be recognised in the Other Comprehensive Income. Are
those amounts, if losses, tax deductible?
Also, according to IAS 32, all the transaction costs of an equity transaction are accounted for as a deduction from
equity to the extent they are incremental costs directly attributable to the equity transaction that otherwise would
have been avoided. Are those amounts deductible? The fiscal code is silent about this issue. As those amounts
are not included in the accounting profit, adjustments for the accounting profit should be made if the answer is
yes.
The last example is the one of the provisions. The difference between provisions and liability is thin line for
accounting purposes (provisions have a feature of uncertainty attached which is more significant than in case of
liabilities). However, for tax purposes, provisions are not deductible except when otherwise explicitly stated by
the fiscal code. It means that if the company records a liability according to IFRS and the tax inspectors pretend
that it should have been a provision, someone ( perhaps a judge) should validate the accounting treatment and
decide if it is a liability ( so, it is deductible) or a provision ( so, it is not deductible).
3. Conclusion
It is obvious to us that IFRS are the future of accounting (at least for public entities) in Romania, as a member of
European Union. However, tax authorities should be able to collect taxes and Romanian reporting entities should
be allowed to correctly compute the taxable profit in order to pay the tax and to optimize their fiscal risks. This is
possible only if the Romanian tax legislation is tailored in order to satisfy the particularities of accounting
regulation encountered by IFRS adopters. The change may consist of adopting new rules applicable for IFRS
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adopters or setting explicit rules about the nature of taxable or deductible amounts. Unfortunately the recently
published draft of the new Romanian fiscal code does not cover the loopholes identified above.
It is only a matter of time before this amendment to be strongly and loudly required. Meanwhile, IFRS reporting
entities are waiting to see the tax inspectors perceptions regarding their interpretation of unclear tax rules.
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Abstract. The economic crisis resulted in high unemployment, increased public debt, growing imbalances and
unsustainable public finances. In order to resolve short and medium term challenges, most countries used fiscal
instruments in order to restore stability, support business environment and avoid recession. Therefore, many changes
regarding fiscal policy were implemented, underlining the necessity of further attention on tax reform and the activity
of business sector. As economic growth is driven mainly by the business sector, we provide an insight on the
Romanian business economy, through structural business statistics analysis. Considering all the above, we take into
consideration tax reform implemented in Romania that influence the activity of the private sector, the dynamics of
business economy through the analysis of population of active enterprises and business demographics and discuss the
results in terms of economic growth. The results highlighted changes in tax policy, the increase in the number of
deaths of enterprises and the revival of entrepreneurial activity as the economy began to recover.
Keywords: tax reform, business economy, enterprises, economic growth, business demographics.
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1. Introduction
European economies have been facing high unemployment, increased public debt, growing imbalances and
unsustainable public finances. In order to resolve short and medium term challenges, most countries used fiscal
instruments in order to restore stability, support business environment and avoid recession. Therefore, many
changes regarding fiscal policy were implemented during the crisis years, underlining the necessity of further
attention on tax reform and on the activity of the business sector. In this paper we analyse the changes
implemented regarding tax policy, as fiscal instruments were widely used in response to economic crisis, one of
the objectives being to support economic activity. As economic growth is driven mainly by the business sector,
we provide an insight on the Romanian business economy, through structural business statistics analysis. Within
this paper we analysed the before mentioned issues, business demographics taking into consideration the number
of births and deaths of enterprises and the population of active enterprises and discuss the results in terms of
economic growth.
2. Literature review
Challenging macroeconomic developments and the need for internal and external sustainability imposed
significant pressure on public finances. In order to meet the fiscal and budgetary targets and to support economic
activity, most European countries applied changes in terms of fiscal policy. This is also the case of Romania,
which we analyse within this paper, taking into consideration tax changes applied during 2010-2013, that affect
mainly enterprises. In the economic literature, tax reform had been studied by many economists, especially
concerning the American economics (Tanzi, 2013). However, during the last years, due to the fiscal
sustainability issues highlighted by the economic crises, the topic became a priority for economists, in their
attempt of determining the proper measures undertaken in order to solve some of the issues of the European
economies (Garnier et al., 2013), but also from the perspective of the effects of tax reform on the European
economic integration (Bauer et al, 2014). Bacher and Brulhart (2013) explored the implications of tax reform for
entrepreneurial activity, measured by counts of firm births. The interactions between the tax code, small business
and the economy had been previously studied by Gale and Brown (2013) that summarize the characteristics of
small businesses, identified the tax provisions that most affect small businesses and reviewed evidence on the
impact of tax and other policies on entrepreneurial activity. When examining the effects of taxation and tax
progressivity on entrepreneurship in European countries, in order to explore whether tax increases discourage
entrepreneurial activity, Baliamoune-Lutz and Garello (2013) found that that tax progressivity at higher-thanaverage incomes has a robust negative effect on entrepreneurship. Gale and Brown (2013) offer an interesting
perspective on tax reform, mentioning that tax increases need not do significant harm to economic growth. Tax
reform in particular offer a path toward both resolving budgetary impasses and help make the kinds of public
investments that will strengthen the fundamentals of the economy (Stiglitz, 2014).
The effects of tax reform on economic growth was analyzed by Jorgensen and Yun (1990) that evidenced the
need of reducing tax rates on business income, while including income from household assets in tax base. Harju
and Matikka (2012) draw attention on the need of carefully examining the incentives for income-shifting, when
redesigning a corporate tax system, as the deadweight loss caused by income-shifting should not be unheeded.
Economic performance of Romanian companies has been previously studied previously by Andreica and
Andreica (2014), that highlighted also the negative impact of labour cost on employment, that has effect also on
economic growth.
3. Main aspects of Romanian tax reform with focus on enterprises
Fiscal authorities from the European countries resorted to tax reforms, that were applied either through changes
in tax structure, through the introduction of new taxes or through lower/ higher tax rates.
In Romania, during 2010-2013 were applied changes on different types of tax. There were changes applied on
corporate income tax: it was reintroduced the 3 % tax rate on gross income, as an alternative to the 16%
corporate income tax rate. This measure is applied only for micro-companies, that have less than 10 employees
and a turnover of less than € 100 000, and SMEs that have a turnover of less than € 65.000. One of the main
elements of tax reform was the increase of VAT, in 2010, from 19% to 24%. This is in line with other European
countries, raising VAT rate being a common fiscal measure in the European Union, in order to collect
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supplementary fiscal revenues and reduce budgetary deficits. However, this VAT raise placed Romania in the
category of European countries with very high VAT rate. For example, compared to Euro Area countries,
Romania has the highest VAT rate. There were applied changes on excise duties. These were increased for
energy, cigarettes, diesel and alcohol (beer). Since 2012 a pollution tax was introduced, that applies for both new
and second hand cars, produced either in Romania or abroad, on the first registration in Romania. There was
however, a tax decrease, but this applied only on income from prizes and gambling (European Commission
database). Important steps were made in reporting and easing of the connection between companies and fiscal
authorities and also in terms of VAT reimbursement.
4. Analysis of business economy
Enterprises are core factor for economic growth that is heavily affected by public policies. Tax changes influence
the activity of private economic agents that, during the financial and economic crises, faced difficult times that
resulted in bankruptcy, exit from the market, personnel reductions or salary cuts (Lazar, 2012). As previously
mentioned we focus on business demographics and considered, therefore, the dynamics of population of active
enterprises, the number of births and deaths of enterprises during 2008-2011. All data analysed in this part of the
paper refers to business economy, except activity of holding companies.
Figure 1. Dynamics of Romanian business economy, during 2008-2011

During 2008-2011, the population of active enterprises constantly decreased, being heavily affected by the
economic crisis, the measures undertaken in order to sustain the private sector not being able to provide enough
support as to keep a higher number of active enterprises. We analysed data up to 2011, as this is the most recent
year that data is available for. Population of enterprises lowered from 512.753 in 2008 to 405.878 in 2011. This
decrease was due, on the one hand, to the increase in the number of deaths (from 2008 to 2009), and to a
decrease in the number of births of enterprises. During 2008 and 2010 the number of births of enterprises
decreased from 75.171 (in 2008) to 39.211 (in 2010), indicating the cautious attitude of entrepreneurs facing the
multiple economic challenges of that time. In 2011 however, there was an increase in the number of births of
enterprises that was still below the level registered in 2009. The pick regarding the number of deaths of
enterprises was reached in 2009, being of 89.736. Since then, the situation slightly improved, firms being able to
some extend to maintain their activity. The number of deaths of enterprises lowered since 2009, being of 83.862
in 2010 and of 35.433 in 2011. Analysing business statistics, with focus on business demographics, it can be
concluded the entrepreneurs faced difficult times during 2008-2011, especially in the first years of the period
taken into consideration. After some years of entrepreneurial cautiousness, in 2011 there has been a recovery in
terms of births of enterprises that could be sustained by the confidence of the revival of the economic activity in
general. This aspect we will try to determine through the analysis of economic growth, during 2008-2013, taking
into consideration the dynamics of gross domestic product at market prices, percentage change on previous
period (Figure 2).
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Figure 2. Gross domestic product at market prices, percentage change on previous period, in Romania, during 2008-2013

The downturn of economic activity was in 2009, when was reached the bottom of the analysed period. Gross
domestic product lowered with 6.6 percent, compared to previous period. 2009 was also the year in which was
registered the highest number of deaths of enterprises, being that year more than double, compared to 2011.
During 2009-2011 was registered an improvement in terms of GDP, in 2011 the percentage change compared to
2010 being positive, of 2.3%. Since 2011, the GDP growth remains positive, with ups and downs (for example in
2012, when economic activity slowed again). All data regarding the dynamics of business economy and GDP
growth are according to EUROSTAT database.
5. Conclusion
Tax policy was widely used during the last years in order to minimize the effects of the financial crisis, to
support the business sector and to revive economic activity. Changes implemented regarding fiscal instruments
affected the activity of enterprises that had to face system changes, added to the challenging macroeconomic
context of lower activity and uncertainty. The effects were evidenced by the reduction in the population of active
enterprises, the decrease of the number of births of enterprises and the important increase in the number of
deaths of enterprises. As economic activity began to strengthen, the number of deaths was significantly reduced
during 2009-2011 and entrepreneurs were confident once again in starting new businesses, as shown by the
number of births of enterprises.
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Abstract. Trade liberalization offers exporting opportunities for firms around the world. However, little is known if
firms export as a strategy for leveraging their competitive advantages in the local market into the international level.
The purpose of this study is to examine the effect of competitive advantages in the local market on the export
intention of manufacturing-based small and medium sized enterprises (SMEs) in an emerging economy. In particular,
we test hypotheses on generic competitive advantages of cost, differentiation, focus, and integrated advantages on a
sample of 140 SMEs in Malaysia. Using OLS regression, the results depict that differentiation, focus and
differentiation-focus advantages encourage firms to export. However, cost advantage does not significantly affect the
export intention, while integrated cost-focus advantage holds firms back from going abroad. This study contributes
by defining the types of competitive advantages in the local market that encourage domestic firms in developing
countries to initiate exporting.
Keywords: Competitive advantages, cost advantage, differentiation advantage, focus advantage, export intention,
SMEs, emerging economies.
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1. Introduction
Exporting is a growth strategy most preferred by SMEs to go international (Hitt et al., 2007). However, the
literature reaches no conclusive agreement as to whether the possession of competitive advantages in the
domestic market is a requirement for firms to start exporting. Some have argued that exporting is a reactive
move to compensate for losses or a decline in domestic sales (Leonidou, 1998). In other words, it is not
necessarily important for firms to be in a competitive position in the home market before they initiate exporting.
Nonetheless, the majority of studies show that local firms must possess a certain type of differential advantages
before venturing into exporting (Bilkey, 1978; Jaffe and Pasternak, 1994; Serra et al, 2012). In fact, existing
firm-specific advantages do act as a vehicle for creating new advantages through exporting (Hutzschenreuter et
al., 2010; Spence, 2003). The latter argument is applicable particularly among small and medium-sized
enterprises (SMEs) often constrained by limited resources and capabilities (Reid, 1981), who must develop
specific advantages at home in order to be competitive at the international level.
The purpose of this study is to examine the effect of competitive advantages in the local market on the export
intention of manufacturing SMEs in an emerging economy, Malaysia. In particular, we focus on the generic
competitive advantages of cost, differentiation, focus and the integrated advantages of cost-focus and
differentiation-focus. Bamberger (1989) defines competitive advantage as a superior position which a firm
develops in the industry or market. Accordingly, Porter’s competitive advantage framework has been studied
widely in management research (Campbell-Hunt, 2000). Despite that, research on the role of competitive
advantages in the internationalization of firms remains scant. Therefore, this study seeks to define the type of
advantages in the local market that encourages domestic SMEs in developing countries to initiate exporting.
2. Competitive advantages: Cost, differentiation and focus
Businesses pursue strategies in developing and sustaining advantages to put themselves in a superior position
over competitors. Competitive strategies define the decision to exploit the source of advantages (costs or
differentiation) and market scopes (focused or broad) (Porter, 1980; Campbell-Hunt, 2000; Li and Dant, 1999).
Accordingly, generic competitive advantages include cost, differentiation, focus and integrated advantages.
The sources of cost advantage among firms in developing countries rely on access to abundant (and low cost)
raw materials and labour (Ara, 2004; Coxhead, 2007; Erramilli et al., 1997; Kumar and Kim, 1984; Lall, 1999;
Lecraw, 1993; Reinhardt, 2000; Rosli, 2012). As a result, firms are able to sell undifferentiated products at a
lower price (Kumar and Kim, 1984; Lecraw, 1993; Makino et al., 2004). In contrast to cost strategies, firms
create a differentiation advantage by offering unique and superior products to be sold at a premium price
(Rosenbusch et al., 2011). Differentiated products from developing countries also emphasize design, innovation
and quality (Reinhardt, 2000). This can be achieved through sophisticated production using cutting edge
technologies (Hagen et al, 2012; Hipkin, 2004; Uchida and Cook, 2005).
Cost and differentiation advantage often lie in opposite planes but both can be acquired within a focus market
scope. Focus advantage is achieved when firms can offer exclusive and customer-oriented products that have no
comparable substitutions (Zucchella and Palamara, 2006). Therefore, specialized products are sold at a premium
price to feed the needs of a specific customer segment (Hagen et al., 2012; Knight, 2000; Park and Bae, 2004).
3. Competitive advantages as an export determinant
Competitive advantages are a key factor in explaining the export behavior of firms, either as the perceptual or
quantitative measure of it (Cavusgil and Nevin, 1981; Jaffe and Pasternak, 1994; Kaleka, 2002; Serra et al, 2012;
Shih and Wickramasekera, 2011; Wiedersheim-Paul et al., 1978). Firms exhibit a proactive attitude towards
exporting as an approach to exploit existing advantages and competencies for increasing their overall
performance (Bobillo et al., 2010; Leonidou et al., 2007; Wilkinson and Brouthers, 2006). Therefore, SMEs in
particular are more likely to initiate operations in the local market to develop competitive advantages before
going beyond the border (Cansino et al., 2013). In contrast, exporting remains an unfeasible strategy for firms
constrained by limited resources by which to acquire unique advantages (Morgan and Katsikeas, 1997).
Domestic firms which have a strong cost advantage would be likely to extend the economies of scale through
exporting. Certain sunk costs in developing the advantage would need not be repeated if firms could spread them
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to the widest possible exploitation into exporting (Wiedersheim-Paul et al., 1978). In the same vein, firms with
differentiated products could transfer the advantage into export markets with minimum extra costs (Leonidou et
al., 2007). They could also expect a superior position abroad because foreign competitors do not have access to
their unique resources and capabilities. Similarly, focus advantage encourages export participation because the
particular segment served in the domestic market is not large enough to generate adequate sales volumes
(Zucchella and Palamara, 2006).
4. Export intention
The term ‘export intention’ serves as a variable to explain the pre-internationalization stage of firms.
Hutzschenreuter et al. (2010) defines intentionality as a quality of mind that is constituted by desire, belief and
intention that leads to an action. Prior research has adopted the term to define factors that contribute to the
intention, particularly in the context of export decisions (Bilkey and Tesar, 1977; Cavusgil and Nevin, 1981;
Christensen et al, 1987; Wiedersheim-Paul et al., 1978; Wilkinson and Brouthers (2006). Accordingly, internal
and external determinants are significant in predicting the subsequent export action (Leonidou et al. 2007).
Further, export intention is measured through four elements: action (specific behavior), target (nature of
behavior), context (planning of behavior) and time (timing of behavior) (Morgan and Katsikeas, 1997).
5. Hypotheses
H1: Cost advantage is positively associated with export intention.
H2: Differentiation advantage is positively associated with export intention.
H3: Focus advantage is positively associated with export intention.
H4: Integrated cost-focus advantage is positively associated with export intention.
H5: Integrated differentiation-focus advantage is positively associated with export intention.
6. Data collection and measures
This study employs data from an online survey. A sample of 595 non-exporting manufacturing firms across
industries was randomly selected from the SME Corporation Malaysia database. The net response rate was 140
firms or 23.53 percent of the total sample.
All constructs were measured on a five-point Likert scale. Cost advantage emphasizes low cost labour, raw
materials and production (Ara, 2004; Coxhead, 2007; Erramilli et al., 1997; Kumar and Kim, 1984; Lall, 1999;
Reinhardt, 2000; Rosli, 2012). Differentiation advantage emphasizes unique product features, image, high
quality and advanced technology (Aulakh et al., 2000; Hipkin, 2004; Huo and McKinley, 1992; Kim and Lim,
1988; Miller, 1988; Murray, 1988; Porter, 1985; Wright, 1987). Focus advantage was measured by the ability to
serve the specific needs of customers and have specialized products for specific customer segments (Hagen et
al., 2012; Huo and McKinley, 1992; Park and Bae, 2004; Porter, 1980; 1985; 1990; Zucchella and Palamara,
2006). Integrated advantages were specified by standardizing the variables and then multiplying by the
corresponding standardized variables (Agresti and Finlay, 2009).
Export intention was measured by how interested and likely the firm would initiate exporting (Yang et al, 1992.
We also controlled for other firm-level export determinants: age, size and turnover.
7. Results
All hypotheses were tested using OLS regression analysis (see Table 1). The results support H2, H3 and H5,
where differentiation, focus and differentiation-focus advantage are positively associated with export intention.
Differentiated products from developing countries have become more acceptable in international markets,
especially among customers in other developing countries (Hulland et al., 1996; Li et al., 2009). Therefore,
producers of unique products are interested in selling their goods in foreign markets. Similarly, firms with
specialized products prefer exporting to searching for a faster but less resource intensive competitive position at
the global market (Hagen et al., 2012; Zucchella and Palamara, 2006). Accordingly, differentiated products for a
specific segment are likely to go international to exploit and leverage the existing advantage into export markets.
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However, cost advantage in the local market does not predict export intention. Furthermore, cost-focus
advantage is negatively associated with export intention. Generic products for a niche segment are customized to
serve the needs of specific local customers. Therefore, there is no demand for such products elsewhere and are
less likely to be exported.
Table 1. OLS Regression
Variable
Age
Size
Turnover

1
β
0.01
0.29
-0.13

Cost
Differentiation
Focus
Cost x Focus
Differentiation x Focus
R2
F-value
∆R2

0.09
4.65**

S.E.
0.01
0.10**
0.06*

2
β
0.01
0.22
-0.14

S.E.
0.01
0.09*
0.06*

-0.03
0.15
0.28
-0.27
0.16

0.08
0.11*
0.12*
0.09**
0.08*

0.27
5.92***
0.18***

* p < 0.05, ** p < 0.01, *** p < 0.001.

8. Conclusions
Although the majority of studies hold that only ‘good’ domestic firms are likely to export, it is unclear if
competitive advantages in the local market do stimulate their intention. This study reveals that not all types of
advantages are associated with the export intention. In the context of SMEs in developing countries, only
differentiation, focus, and differentiation-focus advantages encourage firms to export; cost advantage does not.
In contrast, cost-focus advantage holds firms back from going abroad. Overall, the findings contribute to both
academic and practitioners, as well as government agencies as they develop strategies to encourage small
businesses to initiate exporting.
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Abstract. The present paper introduces a new model of the organizational culture dynamics. The reason for
approaching this is the many-sided organizational culture itself which influences the balance between
(de)centralization, risk tolerance, change adaptability, and personnel involvement in decision making.
Considering that a model facilitates the understanding of the interconnectivity between the parts of a complex system
as we assume that the organizational culture is, we mapped the dynamic relationships giving its functionality. We did
this using the "system diagrams" method particularly popularized by Daniel Kim and Peter Senge (Kim, 1993; Senge,
1999).
For obtaining the parts of the organizational culture system, we thoroughly analyzed its factors of influence,
whatever their point of origin, internal or external. We persisted in breaking down the influence that technology,
processes, vision, mission, management, leadership, and organizational culture itself have within an organization as
integrators (Brǎtianu et al., 2007).
The outcome is G.VALI model which presents the organizational culture as a “living organism” whose current state
strongly depends on a series of organizational parts, as well as on its own previous state. By probing it, one can also
decipher how the organizational culture contributes to or impedes the leadership manifestation, as well as the
manner that, consciously or not, the leadership influences the organizational culture.
Keywords: organizational culture, model, dynamics, integrator, living organism.
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1. Introduction
Even if intangible, the organizational culture, no matter its type, influences the balance between centralization
and decentralization, risk tolerance, change adaptability, personnel involvement in (strategic) decision making.
Human Resources systems indwelling in procurement, integration, development, maintenance, compensation
and separation of the organizations’ labour force is also influenced by this translucent element (Harvard Business
School Press, 2006; Salvato et al., 2004).
The organizational culture is considered to integrate the beliefs, values and behaviours of its members, all of
which forming a coherent model, capable of solving organizational problems (Schein, 1992), becoming as such a
strategic resource itself that engenders long-term competitive advantage (Salvato et al., 2004).
Positively or negatively, the company turnover is definitely influenced by the organizational culture, no matter if
this is a powerful or a week one, a change-resistant or, the opposite, an innovative one. One way or another, the
organizational culture standardizes employees’ values, beliefs and behaviours thus liable of becoming
organizational behavioural stereotypes, and so diminishing or enhancing the adaptive capacity of the company.
There are stories of great success but also curious situations of organizational cultures creating structures that led
to fatal errors determined by the employees’ obedience to the diffused rules (see the analysis of standard
operating procedures of NASA for risky procedures and the examples of the Columbia and Challenger disasters).
According to Balthazard and Cooke, both optimal communication and the flow of knowledge are facilitated by a
well-structured system and an adequate administrated information technology system, but not assured by them.
Therefore, they are necessary prerequisites but not the only ones (Balthazard and Cooke, 2004).
Hence, we are witnessing a gradual change of paradigm: organizational culture has become a component
supporting the organizational strategy, and thus overcoming its former approach as simple raw element preserver
of the organization tradition and behavioural patterns.
Our aim of designing a new model of organizational culture practically enrols in this tendency. It had as a very
first step the better understanding of the organizational culture by means of a thorough analysis of the influential
factors, be them extrinsic or intrinsic to the organization (Davenport and Prusak, 2000). Out of all these, Brătianu
distinguished seven of them (technology, processes, vision, mission, management, leadership, and organizational
culture) with similar type of action and called them internal integrators (Brǎtianu et al., 2007). During the
necessary proceeding of the interdisciplinary literature review, we applied Singer and Churchman’s pragmatic
interdisciplinary model that helped us obtaining a interdisciplinary and holistic image, we than selected the
variables of the model (by using Locke’s consensual-inductive methodological system; we opted here for logical
deduction, taking into account the frequency of occurrence as either causal or/and outcome of the integrators
dynamics). The final step was the one of overlapping all the identified causalities hoping for a new model
achievement. The outcome was a causal diagram of the organizational culture depending on the method
perfected by Peter Senge and Daniel Kim (Senge, 1999).
2. Designing a new model of organizational culture
As an effective way to observe the phenomena of the real world, system modelling method is provided daily, by
every individual, even if mostly unconsciously, based on mental models.
Based on the premise that a model can facilitate the understanding of the interconnectivity between the parts of a
complex system, we opted for mapping the dynamic relationships that maintain its functionality. We did this
using the method "system diagrams" ("causal loop diagrams") popularized particularly by Daniel Kim and Peter
Senge (Kim, 1993; Senge, 1999). Specific to this method is that, beyond the need to identify the state variables
that make up the model, one must specify the type of causality established between these variables. It is
generally accepted that O-type of relationship is a negative causal connection, an indirect influence that makes
the nodes to fluctuate in opposite directions (increasing/decreasing the value of the initial node will inevitably
lead to a decrease/increase in the receiver node, the reverse not being necessarily valid), while the S-type is a
positive causal connection with direct influence, triggering a change in the same direction at both ends, the
reverse not being necessarily true in this case as well.
In designing the new model we restricted our research by the following limits:
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L1: a. No differentiation between organizational identity and organizational culture;
b. No differentiation between managerial culture and organizational culture;
c. It adopts the thesis of cultural specificity - the possibility of mutual influence: on the one hand, the influence
of all the constituent elements of the organizational culture by the leadership style, on the other hand, the
influence of concepts, styles and leadership practices by that specific culture by means of a particular behaviour
encouragement/discouragement (House and Aditya, 1997; Brodbeck et al., 2000; Hofstede, 2001; Globe, 1999;
Mullins, 2011);
d. Organizational culture is considered part of the organizational behaviour (the former actually revealing the
influence of individuals, groups, and organizational structure over the general conduct within the organization
(Daura and Pers, 2012)).
e. Technology being a broad concept, we restricted it to Information and Communication Technology (ICT), this
being the form plentifully found in majority of organizations, regardless of their object of activity or geographic
location.
f. We decided to enlarge the technological processes integrator to the business processes.
L2: a. We consider leadership as an integrated suite of interactions caused as a result of its daily occurrence
(beyond the concept of manipulation or influence through encouragement, motivation and persuasion of
individuals to get into the action, as well as through design visionary future and generating a sense of purpose
between the organization’s members).
b. Given the need for the continuous adaptation ability, we consider the decision maker as possessing both
transformational and transactional leadership features, in different proportions (Hofstede, 1993; Triandis, 1995
cited by Okoro et al., 2008). For easier handling the concept, this symbiosis is simply called “leadership”.
L3: For designing the model, we considered only the information flows (without real transfer of substance), and
intentionally neglected the change of physical flows (part of the organizational culture by default).
L4: For explaining the employees’ common behaviour and way of thinking, we considered them as result of their
own previous experiences in terms of different forms of training, as well as of the inherited features and cultural
influences.
The hereby analyzed and modelled organizational culture is the operational and not the pretended one. This is
primarily because the liable to change is the operational culture, since it daily responds to stimuli and challenges
of everyday formal and informal organizational life (interaction between formal structures and attitudes,
motivation, and personal goals of employees). Then, in time, even the pretended culture, which corresponds to
formal bureaucratic structures and serves the purposes of presentation and control, is also influenced.
(Agbenyiga, 2011).
We also adopted the “organizational constitution” terminology as being capable to capture the organizational
structure and functionality (Mitleton-Kelly, 2003), including making decision channels.
Thereby some inter-correlations between leadership and organizational culture become obvious:
 Leadership – continuously readjusting itself in terms of manner of occurrence depending on the influence of
the organization’s parts and features.
 Organizational culture – endlessly adjusting its parts as a result of the propagated impact engaged once the
activity was initiated by decision makers. According to Hazy et al. (2007), given the complex nature of the
organization as a system within which the leadership is manifested, a simple change of the latter (as human
interaction, rules, regulations, etc.), has potential implications over the whole system dynamics, so that over
the organizational culture as well.
The model we obtained is in fact the one of the organization’s social system (Figure 1), and its landmarks are
leadership and organizational culture. Concerning the identified inter-influences, they massively converge
towards and from the two poles, generally highlighting:
- leader’s impact within the organization (Schein, 1992; Yukl and Michel, 2006; Johnson and Breckon, 2007;
Bass and Bass, 2008; Avolio et al., 2009; O’Donnell and Boyle, 2008; Kavanagh and Ashkanasy, 2006;
Goleman, 2004; van Knippenberg et al., 2004; Walumbwa et al., 2007; Fredrickson, 1998; Molloy, 1998;
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Antonakis et al., 2003; Bono and Judge, 2004; Avolio and Gardner, 2005; Gardner and Stough, 2002; Hanson
and Marion, 2008; Hitt et al., 1999; Leary, 2007; Podsakoff et al., 1990; Ergeneli et al., 2007; Rodrigues, 2001);
Figure 1. Leadership - organizational culture interconnections, intrinsic to the organization (as result of theoretical research)

 together with the direct and/or indirect manifested influence of the organizational culture over the leader’s
behaviour (Puccio et al., 2011; Dermol, 2012; Wilce, 2009; Strong, 2006; Ayman et al., 1995; Graeff, 1997;
Bass and Bass, 2008; Uhl-Bien et al., 2007; Whetten and Cameron, 2011; Globe, 1999; House and Aditya,
1997; Hofstede, 1993, 2001; Weiner, 1985).
Some other junctions can be noted:
 the influence of different education forms on each individual’s perception of the reality (his mental
representation) (Avolio and Gardner, 2005; Kezar et al. 2006; Van Dyne and Ang, 2006; Moore, 1905, 1918;
Munakata and O'Reilly, 2003; Huemer 2011), and hence (Stogdill, 1974), their influence on the leadership
(Roberts et al., 2005; Skinner, 2005; Popper and Mayseless, 2007; Bass, 1999; Bass and Avolio, 1990);
 the influence of genetic factor on the type of exhibited leadership (Arvey et al., 2007, cited by Avolio et al.,
2004);
 the influence of mental representation of reality on the ability to design and voice a vision and/or mission
(Pitt, 2008; Stieg, 2004; Russell, 1912; Deutsch and Deutsch, 1963; Päiviö, 1990; Marraffa, 2011; Diedrich,
2007; Shouse, 2005);
 the influences of different education forms (education vision/mission design: Gregory, 1996; Senge, 1999;
Corcoran, 2012; Starratt, 1993; education  emotional intelligence: Boyatzis and Saatcioglu, 2008; Whetten
and Cameron, 2011; Woodward and Allman, 2007), of culture, as well (Globe, 1999; Foreman, 2004), and
the influence of some other characteristics of genetic factor (genetic inheritance  enthusiasm: Goleman
and Boyatzis, 2008; Goleman et al., 2001; Barsade, 2002; Gazzola et al., 2006; Heyes, 2009; Keysers and
Gazzola, 2010; Tse and Dasborough, 2008; Schippers et al., 2010; Allman et al., 2001) on some attributes of
leadership such as: the ability to design and voice a vision/mission (Starratt, 1993; Kouzes and Posner, 1995;
2010), to show a certain level of enthusiasm, to motivate people, and to possess a certain level of emotional
intelligence, too (Goleman, 2004; Goleman and Boyatzis, 2008; Goleman et al., 2001).
Considering the above identified poles and overlapping and straitening the rest of the information, we have
developed and proposed the diagrams below (Figures 1 and 2).
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Figure 2. Genesis of the leadership skills (perspective extrinsic to the organization) (as result of theoretical research)

If, in Figure 2 bellow we insert the variable "change of values, beliefs, behaviours" as well as its influence on the
various forms of education explained by Gamble and Blackwell (2001) through the need for a continuous
education caused by the environment inconstancy (Figure 3), two abstract systems are obtained, as follows:
 a system (I), intrinsic to the organization, that is complex (characterized by the non-linearity of the intercorrelations and a great diversity and interdependence of its constituents), and adaptive (having the ability to
learn from its own experience and thus change its behaviour). This system maps the inter-influences existent
among the individuals, groups and organizational structure and their cumulative effect on the people
conducts within the organization (organizational behaviour) (Figure 1);
Figure 3. Genesis of the leadership skills (comprehensive perspective) (as result of theoretical research)

 a system (E), extrinsic to the organization but including it as part. This represents the perspective of the
individual holding a formal authority and able to transactionally/transformationally influence the
organizational culture, function of his acquired features as an individual and specialist, too (Figure 3).
System I incorporates its own reaction within a closed causal structure (see dotted arrow), thus gathering its
previous behaviour influence on its future actions; according to Forrester (1968), this is called, therefore,
feedback system.
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The network of interconnections is given by the specific behaviour of the organization’s members. Leadership
thus becomes a very important factor, its functionality significantly influencing the whole system’s (Figure 4).
Given this situation we named the model Gradually Value-Added Leadership Integrator, G.VALI.
Figure 4. Diagram of organizational behaviour system and of its environment

Where: 1- cultural advantage; 2– family education; 3- school education; 4- self-education; 5– innate features (native patterns
of feeling); 6- Individual World Map (IWM, individual representation of reality); 7– enthusiasm; 8- ability to develop a
vision/mission; 9- motivation; 10– leadership skills; 11– intrinsic motivation; 12- ICT adoption/assimilation; 13organizational constitution; 14- degree of creativity; 15- quantity and quality of tacit knowledge; 16- level of individualism;
17- competitive environment; 18- team work; 19- number of rules and regulations; 20– bureaucracy; 21– business processes;
22- fear of the unknown; 23- resistance to change; 24– change of values, beliefs, behaviours.

G.VALI model shows a high degree of connectivity and interdependence (each constituent is simultaneously
prerequisite and outcome of at least one other constituent), multidimensionality (combining economic aspects
with psychological, structural and organizational ones), as well as a high capacity to evolve (gradual removal
from the initial state) and adapt (in the attempt to maintain the system parameters, the decision-maker appeals to
continuous education).
Note that the model does not propose the structural representation of organization functionality. On the contrary,
being set on causal diagrams, it broadly reveals the outcome of the decisions course and the influences of its
variation on the organizational culture. Simultaneously, the same model is found at different structural scales
within the organization, similarly to a fractal.
5. Conclusions
Over time, the organization is subject to the influence of a multitude of internal and external factors that make
virtually impossible the preservation or operation indefinitely of the business, without alterations. Technology,
processes, management, leadership, vision, mission, and organizational culture itself are considered by Brătianu
as having the power to cumulate and integrate the action of two or more other factors. They thus
reveal synergistic forces impossible to ignore (Brǎtianu et al., 2007).
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Based on this, we introduce a new model of the organizational culture, meant to exhibit it as a “living organism”.
Thus we do not focus only on its parts identification or on the assessment of its layers depth, but on revealing the
impossibility of maintaining the same organizational culture on the long term. Thereby, G.VALI model presents
the organizational culture as a dynamic open system, a purposeful one, in search for the ideal state (Ackoff,
1971). It is useful for a better understanding of the socio-economic systems complexity and the consequences of
the interaction between different people and their actions within the system.
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