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Abstract: Even if Romania received the status of a working market economy, the marketing activities in the Romanian firms are still at a starting level not yet reaching the level expected by the specialists. 

The Marketing Department from the Bucharest University of Economics propose it self to tray a continuous monitoring of the marketing activities from Romania. In this study a special attention was given to marketing communication. As known a lot of people put an equal sign between the marketing activities and the promoting activities developed by the companies. The hypothesis to start was that the communication activities must be the mostly use in an organization marketing plan, and if the firms have clearly defined marketing strategies the communication activities must be the most visible one.  From this reason in the summer of 2007, we realized an in depth research on this subject. The companies’ survey was conceived as an omnibus research and gathers all kind of communications types sleeted after a scientifically analysis of the subject.    

In this article we will focus on the communication activities through event made by Romanian companies. To participate and to organize event are the most effective methods of communication.  Firstly we analyzed the number and the type of the promoting manifestations bough internal and external in witch the companies have participated in the last year. The commercial events like the brands anniversaries, new sale points opening where analyzed along with the corporate events like getting to new markets, obtaining professional performances etc.  

Another direction of the research was given by the timing of the events (religious or national holidays and other moments). 
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1.   INTRODUCTION
In marketing literature, the affirmation “the decreasing of the advertising efficiency through traditional media” is already well-known. Certainly, there is an opinion which reflects the existing situation in marketing practice. The specialists have been confronting for a while with some problems generated by the increasing advertisement pressure and they are trying to find out solutions for making the promotional demarches efficient. It seems that often, the event communication is a “ring-shaped life-buoy”, which helps the message to get up to the surface from the amount of announces that are filling the newspapers, the television and radio, or the outdoor spaces, assaulting daily the consumer. The growing of events importance – as marketing instruments – is due also, to the fact that being interested in evaluating the results of promotional demarches, the marketers realized how important events communication is.
According to the studies conducted at the international level, events are embraced by marketers to increase the performance, as they are fueled by an uncertain global economy and the drive for return of the investment. Over 1,000 senior sales and marketing executives took part in a research, and 22% of the respondents indicate that event marketing produces the greatest return of investment of all marketing channels, outperforming print advertising, public relations and web marketing. (Anonymous; Business Wire, New York, Mar 21, 2008)

Event study research is highly multidisciplinary crossing a diversity of fields including economics, business, finance, law, technology, management, and politics, as well as advertising, marketing, and market research. In the early event studies of the 1980’s, the focus of interest was product recall and the impact of company name changes. In the 1990’s, the number of event studies doubled. In addition to these interests’ areas, the focus of the studies expanded to include the impact on the firm of new product introductions and delays, brand extensions, trademark infringements, the sponsorship of celebrities and the Olympic Games, as well as the impact of advertising slogan changes, financial relations advertising, and brand equity. In the period from 2000 to mid 2007, the number of event studies almost doubled again. In the latest period of research interest, the attention of researchers reflects those typical of the new millennium – the development of new drugs, green marketing, internet channels, and philanthropy. (Margaret A. Johnston – A Review of the Application of Event Studies in Marketing; Editura Academy of Marketing Science Review Vol 2007, nr 4).

2.   RESEARCH

The porpoise of the research that we made is to identify the most important points related to the events that are organized by the companies from Romania. To achieve that we made a research within 408 companies, most of them having the head quarters in Bucharest (80.36%) but having branches all over the country. Regarding the national representation we consider that we achieve a good coverage for the Dobrogea, Moldova, Muntenia and Oltenia regions. Transilvania region is being less represented in our research only 9 companies having branches in that region meaning 2.2% from all cases.  The data where gather in 2007 and the processing took place in the beginning of 2008. For this research we used the resources from the Research Center “CEMARK” and the Marketing Laboratory “C. Florescu” from BUE.  The inquiry was an omnibus one with the theme “Companies Marketing Communication on the Romanian Market” and a one year cycle. First issue was to find out the number of promotional manifestations that where organized in Romania in which the firm has participated in the last year. Having in mind that the participation to fairs and expositions represent a promotional technique relatively accessible – does not require large investments neither elevated marketing knowledge – the obtained results where surprising: 37% from the companies never participated to any manifestation. To this percentage we can add the non responses - 16% from total cases – presuming that the lack of a response to this question indicate that the respondent never participated to such an event. Be summing results a 53% rate of non participation. The result is an alarming one from the perspective of applying this technique by the firms on the Romanian market.       

Percent of companies for number of  events per year
	No.
	Events/year
	Percent

	1.
	1 – 2
	23.50%

	2.
	3 – 5
	11.27%

	3.
	6 – 10
	6.61%

	4.
	10 – 20
	3.43%

	5.
	> 20
	1.22%


From this table above results that most firms participate only at one or two event per year 23.50% opposite to that being those who participate more then once a month only 1.22% from the total cases. 

The most frequented event are the specialized one like ExpoConstruct, BabyExpo, B.I.F.E – furniture, C.E.R.F. – communications and IT, Indagra – agriculture, ExpoMariage and others. Also notable is the participation in general fairs like TIB and TIBCO. An interesting aspect is that in a large number of cases was mentioned the location of the event Romania and not the event its self witch leads us to think that the firms’ involvement in such events is very weak. 

Regarding the external events the participation is a very low one. 85% from the respondents does not participate, 8.6% participate at 1 or 2 events per year, fewer than 5% from them participate at 3 to 10 events per year and less than 1% from the total cases participates at more then 10 events per year. The decision to participate or to organize an event is taken more often in order to consolidate the image of the company (4.32). The next motive is bounded by the immediate effect of the event meaning to establish a large number of contacts (4.21) as well as the enclosure of some contracts and to stir up the sales (4.15). The past participations with positive results are also a pretty important factor of decision (3.92). Tow other motives, but of second range, are the participation of the competitors (3.61) and the testing of new products (3.43). Of some interest are the statements made by the respondents about the implementation of concepts and about the marketing tool used on daily bases firm activities. Any promotion activity must be evaluated in order to find out its’ efficiency. As known there is a various sum of theoretical methods for finding it out. In this research one of our goals is to find out also the criteria in accordance with witch the success of one event is measured. It is information obtained through out open questions. We have chosen this type of questions because we wanted to observe also the way that the respondents formulate the results evaluation criteria. 

A first category of opinions is formed from two factors the number of new clients gained and also the sales rising.  From here we can already see two points of view but in the end being two sides of one single analysis factor. Another category is formed from another class of attributes like awareness or image improving. From here we can conclude that we can divide the respondents into two categories each one with its own subcategories. One is formed from those who are results oriented. We are referring to actual results like sales rising, contracts closure, gained clients, increased market share. And another one which is effect oriented. An increased awareness will lead to a potential larger market share and also an improved general image will eventually lead to a sale increase. From our point of view this are the ones that have a better integrated the marketing principles into their firms’ activities. A subcategory of those who are result orientated is formed from the respondents that evaluated the commercial relationships gathered through out the event bought in the field of client, suppliers and potential business partners. The exposure of the companies during an event; the exposure of the event in media were the mentioned criteria’s that we cataloguing as being part of the effects group.A distinctive category that we think to be very important, is of those who keep track and number of the activity carried on during an affair (number of booklets distributed, list of the potential customers, number of closed deals during the affair); as well as after the affair took part, the number of deals closed, number of visitors who visited the stand and number of products sold during the affair. 

An unexpected answer was the interest in diplomas and prizes offered by the organizers to the companies which took part at the affair. The interpretation of the answers upon the success of taking part at an affair is quite interesting. 
The organizations from Romania take part at different events; organize themselves their own events as a sponsor or philanthropy.  7.4% of the respondents claim that they have sponsored an event organized only by them, but many are co sponsors of different events about 34.9%. Most of them 57.7% have never sponsored any event. Much interesting is that only 2.5% of the respondents have created their of event as a “mecena” and the rest of 9,3% were co finance for several events. More than 50% of the respondents didn’t sustain events as “mecena” plus those who didn’t answer 38,2% can lead us that philanthropy is very little used for sustaining an event. From the point of view of the sponsored events by the organizations which took part in this research carried on from 2004 up to 2007, the number of the sponsored events has been doubled. Most of the organizations sustained financially one or two events around 40%. After the analyses we noticed that the number of the events sustained threw “mecena” didn’t grew as for the events threw sponsorship that remained at the same level.
The most encountered commercial events are those for launching and re launching of new products or brands around 39%, inauguration of new sale premises 36,1%, or anniversary of the brand 14,3%. As corporate events the most frequent are the anniversaries of the organization 24,6%, inauguration of new headquarters, factories, sale premises 19%  and for obtaining outstanding performances 15%. Holiday festivals during the year are used to highlight the products or the brand or the organization itself. The exposure of the companies during an event; the exposure of the event in media were the mentioned criteria’s that we cataloguing as being part of the effects group. A distinctive category that we think to be very important, is of those who keep track and number of the activity carried on during an affair (number of booklets distributed, list of the potential customers, number of closed deals during the affair); as well as after the affair took part, the number of deals closed, number of visitors who visited the stand and number of products sold during the affair. 

An unexpected answer was the interest in diplomas and prizes offered by the organizers to the companies which took part at the affair. The interpretation of the answers upon the success of taking part at an affair is quite interesting. The organizations from Romania take part at different events; organize themselves their own events as a sponsor or philanthropy. 7,4% of the respondents claim that they have sponsored an event organized only by them, but many are co sponsors of different events about 34,9%. Most of them 57,7% have never sponsored any event. Much interesting is that only 2,5% of the respondents have created their of event as a ‘mecena’ and the rest of 9,3% were co finance for several events. More than 50% of the respondents didn’t sustain events as ‘mecena’ plus those who didn’t answer 38,2% can lead us that philanthropy is very little used for sustaining an event.  

From the point of view of the sponsored events by the organizations which took part in this research carried on from 2004 up to 2007, the number of the sponsored events has been doubled. Most of the organizations sustained financially one or two events around 40%. After the analyses we noticed that the number of the events sustained threw ‘mecena’ didn’t grew as for the events threw sponsorship that remained at the same level. The most encountered commercial events are those for launching and re launching of new products or brands around 39%, inauguration of new sale premises 36,1%, or anniversary of the brand 14,3%. As corporate events the most frequent are the anniversaries of the organization 24.6%, inauguration of new headquarters, factories, and sale premises 19% and for obtaining outstanding performances 15%. Holiday festivals during the year are used to highlight the products or the brand or the organization itself. The Christmas is used by over 50% from the respondents, followed closely by Eastern Holiday nearly 40% and the Woman day on the 8th of Marts.   

The percentage of the firms that are organising marketing events with the holiday occasions over the year for getting brand awareness or product visibility:

	 
	product
	brand

	Christmas
	55,63
	58,71

	New Year
	22,93
	18,93

	Sf. Valentines day
	13,53
	8,33

	Dragobete
	4,51
	3,40

	Women’s day
	23,68
	20,07

	Easter
	40,22
	37,5

	Children’s day
	10,90
	9,84

	National day
	5,26
	3,78

	other
	1,50
	2,27


3.   CONCLUSIONS
Through out the undertaken research we managed to obtain an image of the way the companies that activate on the Romanian market make use of the events with the porpoise to communicate. Although, in the future, some systematical researches must be taken in order to provide some relevant conclusions regarding the efficiency of utilizing the events as instruments into the marketing communications. 

REFERENCES
Anonymous; Business Wire, New York, Mar 21, 2008

Johnston, Margaret – A Review of the Application of Event Studies in Marketing; Editura Academy of Marketing Science Review Vol 2007, nr 4).

Rosca, Mihai Ioan; Alin Stancu; Mihaela Constantinescu, Implicarea studentilor facultatii de marketing in realizarea de cercetari de marketing complexe, „Marketing si comunicare in afaceri”, Editura ASE, Bucuresti, 2006

RECENT EVOLUTIONS OF world bank ACTIVITIES in AFRICA

Radu POPESCU

CEC Bank, Romania

Ramona Florina POPESCU

University of Pitesti, Romania

Abstract: The article is a review of the World Bank’s contribution to the development of Africa, as reflected by statistics. The World Bank is an institution that assumed the role of economic and social catalyser through its structures and affiliated organisms and this specific region is well known to face many difficulties, from which poverty, health problems, poor infrastructure and the low life expectancy are only the worst. The paper presents the multiple roles the World Bank carries out in the specified region, and the figures showing the level of preoccupation for these regions on the Bank’s agenda. The author uses charts to illustrate the recent evolution of the allocations, considering both the origin and the destination of the funds (IBRD, IDA, IFC and MIGA). Last, the article refers to the perspectives of Africa and its place among the other regions financed by the World Bank. 
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1.   AFRICA’S CHALLENGES AND THE WORLD BANK GROUP

Sub Saharan Africa remains the world’s biggest development challenge. More than 314 million Africans – nearly twice as many as in 1981 – live on less than $1 a day. Thirty-four of the world’s 48 poorest countries, and 24 of the 32 countries ranked lowest on the United Nations Development Programme’s Human Development Index, are in Africa. More than 3 million Africans are killed each year by HIV/AIDS and malaria, diseases that, combined, are estimated to cost more than 1 percentage point of Africa’s per capita growth each year. (www-wds.worldbank.org). Nearly 40% of Africa’s population lives in landlocked countries, many of which are resource rich, the continent being highly segmented geographically and having the highest density of countries of any developing region. A constant growth during the past ten years in more than 15 African countries has helped to improve the region’s human development and health outcome. Foreign direct investment has also increased noticeably, with the region attracting $13.8 billion in 2005, and $18.5 billion in 2006. Still, Africa is not growing rapidly enough to substantially reduce poverty.  

The World Bank declares itself as a vital source of financial and technical assistance to developing countries around the world. Each of its institutions plays a different but supportive role in the mission of global poverty reduction and the improvement of living standards. IDA is the largest source of concessional financial assistance for the world’s poorest countries and IBRD provides financing, expertise and assistance on better terms, at longer maturities and in a more sustainable manner than countries could receive from other sources, being driven by development impact rather than profit maximization. (www.worldbank.org). The World Bank has three affiliated organizations, the International Finance Corporation (IFC), the Multilateral Investment Guarantee Agency (MIGA), and the International Center for Settlement of Investment Disputes (ICSID). The World Bank acts through these organizations that synchronize their activities with the institutions of the World Bank Group but are legally and financially independent.

2. IDA AND IBRD ACTIVITIES IN SUB SAHARAN AFRICA

The Bank is the largest provider of development assistance to Africa, forty-seven countries from this region receiving loans, grants and assistance. The main issues for this region that concerned the World Bank were: improving governance, closing the infrastructure gap, reducing conflict, reducing poverty, improving population health, increasing agricultural output, liberating intra-regional trade, improving the private sector development, the educational, transportation, telecommunication and health systems, preventing environmental degradation. The World Bank annual reports show that the most important aspects took into consideration by the Bank remain almost unchanged every year. The Bank’s strategy for assisting Africa is outlined in the Strategic Framework for IDA’s Assistance to Africa, which draws on the report Can Africa Claim the 21st Century? The strategy is complemented by a vision of “hopeful realism” about Africa’s capacity to reduce poverty, which focuses on five areas: developing the private sector, increasing regional integration, building capacity, doubling aid flows, and increasing Africa’s share of world trade. In the past two years the strategy has been implemented under the Africa Action Plan, based on accelerating shared growth, building capable states, sharpening the focus on results and strengthening the development partnerships. 
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In 2007, the World Bank lent a total amount of $ 24,7 billions (combined IBRD and IDA lending), the share of Africa being of 24% (the largest one), followed by South Asia region and Latin America and the Caribbean with shares of 23% and 18%. In absolute figures, Africa received in 2007 $5,8 billions, a record amount, with more than $1,00 billion larger than in 2006. Figure 1 shows the share of each region, as presented in World’s Bank Annual report 2007. (www.worldbank.org) 
The proportions are very different if we compare the shares of IDA or IBRD lending alone. Figures 2 and 3 illustrate that in IDA lending, Africa benefited of 49% of the amounts, and it received less than 1% of the IBRD total lending. The figures prove different objectives of the two organisms, IDA focusing on the poorest countries and IBRD on middle-income ones. In the last three years it can be noticed that the IDA new commitments increased constantly, in exchange the IBRD lending strongly oscillated. The region beneficiated by a top allocation in 2007, based on IDA contribution.
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The most important initiatives regarding the region refer to the Multilateral Debt Relief Initiative, the Multi-country AIDS Project for Africa, the Africa Stockpiles Program, the Booster Program for malaria, PROFISH Partnership, the Partnership for Capacity Building in Africa, the West Africa gas pipeline and the Africa Submarine cable System. The Bank established in 2006 a special fund, the Africa Catalytic Growth Fund, which provides rapid and targeted support to countries with credible programs for accelerating growth, reducing poverty and attaining the Millennium Development Goals. 

The World Bank also approaches each country differently, according to its needs and recent developments. For example, funds went to Nigeria to combat avian flu and to Zambia to increase the commercialization of smallholder agriculture. In Malawi, assistance was provided to feed people affected by the drought-induced famine. In Benin, the Democratic Republic of Congo, Niger, and Zambia, programs focused on the rehabilitation of basic health infrastructure and the provision of insecticide treated mosquito bed nets and malaria treatment. In four riparian countries of the Senegal River Basin – Guinea, Mali, Mauritania, and Senegal – malaria control is part of a water resources development program funded by the Bank. (www.worldbank.org) 

If we analyze the evolution of the financial allocations in the last five years, distributed into eleven themes, the clearest patterns noticed are: The allocations for Human Development had increased in the last years, reaching a top in 2007; The allocations for Rule of Law are the smallest, with a minimum in 2007; Urban Development registered a spectacular increase in 2007, doubling the 2006 amount; Trade and Integration beneficiates of constantly increasing allocations. The rank occupied by each type of allocation proves that the three most important themes are Human Development, Financial and Private Sector Development and Public sector Governance.

The allocations are analyzed by sector, too. Among the ten sectors the World Bank considered, the most significant evolutions in the last eight years seems to be registered by: Law, Justice and Public Administration, which benefits of the largest amounts and of a constant increase; In 2007, Education sector and Water, sanitation and Flood Protection doubled the allocation received in 2006; The allocations for Industry and Trade are relatively small and strongly oscillating; Information and Communication sector seems to gain interest in 2007, rising from the last position (the 10th) to the 8th. 

By analyzing the rank occupied by each sector, it can be easily noticed that: In the last five years, Law and Justice and Public Administration sector has occupied the first position. Health and Other Social Services drops from the 2nd to the 6th position, but maintains an average allocation amount.  

3.   IFC AND MIGA PRESENCE IN AFRICA

IFC fosters sustainable economic growth in developing countries by financing private sector investments, mobilizing capital in the international financial markets, and providing advisory services to businesses and governments. It helps companies and financial institutions to emerge markets, create jobs, generate tax revenues, improve corporate governance and environmental performance, and to contribute to their local communities. The goal is to improve lives, especially for people who mostly need the benefits of growth. 

In Africa, the implication of IFC is of a great importance but it expects to increase investments in the region further over the coming years. The priorities are to improve the investment climate, support small and medium enterprises and help develop commercially viable, large-scale investment projects, especially in infrastructure. It also supports regional integration and South-South investments from one developing country to another.[image: image145.wmf]Figure 2. 
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In 2007, Africa held 11% of the total IFC investment portfolio, with a 17% share of the 2007 investments. Regarding the technical assistance and advisory services, Africa holds a share of 23% in 2007, smaller than the 2005 and 2006 shares (around 40%). (www.ifc.org) 

Analyzing the evolution of the commitments’ value (total commitments signed through the year and total commitment portfolio), the conclusion is that the total committed portfolio increased by $2.2 million in 2006 compared to 2005 and by $4,2 million in 2007 compared to 2006, whereas the annual commitments rose by $1,8 million and $1,7 million. The increase of the total committed portfolio is based on the increase of the committed portfolio for IFC’s account, because the portfolio held by others manifested a decrease until 2006 and a small rebound in 2007. The structure of the committed portfolio for IFC’s own account in 2007 shows that the largest exposures belong to the Nigeria, South Africa and Kenya. The situation is similar for the years 2005 and 2006 (excepting that the 3rd position was held by Cameroon) and the amounts indicate an increase of the allocations, as shown in Figure 4. The most important growth can be observed in the case of the Nigeria, but the country with the greatest rate of success, 86%, is Kenya compared to 50% rate for Nigeria and 45% rate for South Africa (in 2007). (www.ifc.org). As a member of the World Bank Group, MIGA's mission is to promote foreign direct investment (FDI) into developing countries to help support economic growth, reduce poverty, and improve people's lives. MIGA addresses the concerns about investment environments and perceptions of political risk by providing three key services: political risk insurance for foreign investments in developing countries, technical assistance to improve investment climates and promote investment opportunities in developing countries, and provide mediation services for reconciliation of potential conflicts seen as obstacles for future investment. (www.miga.org). Africa is a strategic priority for MIGA. Since its inception, MIGA has issued $2.3 billion in guarantees for investments in Africa, supporting 90 projects ranging in size from less than $1 million to more than $1 billion, and spanning 27 countries. With $800 million in gross exposure, Africa accounts for 16 percent of MIGA’s outstanding portfolio. MIGA has supported projects in every sector, including many regional projects involving investors from South Africa, Senegal, and Mauritius. In fiscal year 2005, MIGA supported 10 projects through its guarantee program and undertook 21 technical assistance activities in the region, so that MIGA’s total gross guarantees exposure stood at $840 million, or 16.5 percent of the agency’s outstanding portfolio. For the year 2006, MIGA guaranteed 13 projects in Africa (from a total of 41 projects, meaning a share of 32%) and awarded a share of 29% from its technical assistance budget to the region. (www.miga.org)

In 2007, MIGA supported a number of 11 projects, representing 38% of MIGA’s guaranteed projects, placing Africa on the 1st position. This means an amount of $311 million and a share of 23% of MIGA’s total amount of guarantees, placing the region on the 3rd position. In 2007, the technical assistance portfolio distributed by regions shows that Africa occupies the 1st position with a share of 23%, followed by East Asia and Pacific and Europe and Eastern Asia with a share of 18% each. In order to better support inward and outbound investments, MIGA works with the key partners in the region, such as the African Development Bank, the African Trade Insurance Agency, Banque Ouest Africaine de Développement and the Islamic Corporation for Investments. 

4.   CONCLUSION

As mentioned in the introduction, Sub-Saharan Africa has grown faster in recent years than in 1990s (an average of 4.7 percent a year between 2000 and 2006, compared to 2.5 percent a year between 1990 and 2000). But the loss of natural resources has also accelerated. With 64 percent of its population still living in rural areas, slush and burn agriculture continues to take its toll. Forests are shrinking at an alarming rate of 7 percent each decade (based on 1990-2005 estimates), and it is drawing down its energy and mineral resources as well. The region’s adjusted net savings, an indicator of sustainability, which measures additions to capital through education and losses through the depletion of natural resource and damage to the environment, are negative. The conclusion is that the region needs time and a lot of financial resources in order to substantially reduce the economic and social gap that separates it from the developed regions. The World Bank Group strongly supports Africa’s efforts and helps it direct these efforts towards the most efficient and important issues. In the era of globalization, no country or region can succeed unless it is accompanied by global structures in its attempts to acquire sustainable development. 
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Abstract: The paper presents the main components of the management system, both in traditional industrial parks and eco-industrial parks, emphasizing the differences between them. Eco-industrial parks are, up to a point, behaving like common industrial parks but they are meant to go beyond this stage because of their environmental aims. The authors bring up the main goals of eco-industrial parks and underline the necessity of a different managerial approach in their case. The most important differences are described in detail beginning with the types of managerial structures and ending with their functions. A major point of the paper is the presentation of some of the responsibilities of the management systems of eco-industrial parks that prove to be critical success factors for the development of those projects.
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1.   INTRODUCTION 
Traditional industrial parks (TIP) are being developed all-over the world for more than five decades and they proved their profitability both to the members and to the hosting community. The concept evolved and, especially in the last ten years, a new concept emerged – the eco-industrial park (EIP) – which embraces not only economic and social goals but especially environmental ones. The feature that makes the EIPs special is that the park is conceived as a system which does not produce waste or pollution, of any kind, but it incorporates them and makes them raw material for production activities (The eco-industrial park is defined as “a community of manufacturing and service businesses seeking enhanced environmental and economic performance through collaborating in the management of environmental and resource issues. By working together, the community of businesses seeks a collective benefit that is greater than the sum of the individual benefits each company would realize if it optimized its individual performance only. The goal of an EIP is to improve the economic performance of the participating companies through a systems approach to improved environmental performance”. [Martin, A., S., Weitz, K., A., Cushman, R., A., Sharma, A., Richard C. Lindrooth, Stephen R. Moran, 1996]).

2.   GENERAL FEATURES REGARDING THE MANAGEMENT OF TRADITIONAL INDUSTRIAL PARKS AND ECO-INDUSTRIAL PARKS

The main principles of EIPs can be summarized as: the minimization of energy necessities, the use of one’s industrial wastes as another’s inputs and the development of a diverse and flexible business system. The TIPs limit themselves to gather in the same area companies with similar or different economic activities, intending to ease the member’s access to common services and facilities (so that they could minimize their costs and become more efficient), in many cases, the park itself being a very profitable business (large incomes from leases and services). 
It is obvious that developing an EIP is a much more ambitious purpose and that its developers should take mach more variables into account than the TIP’s developers. The difficulties and the challenges imposed by the creation of such a project are grater than the ones imposed by a TIP. There are, nevertheless, many similarities in the planning, construction and functioning processes, but also exist many differences. 

Those differences, the complexity of the process and the ambitious long-term goals impose that an EIP should build up a management system superior to the one of the TIP, with a different structure, different functions and responsibilities. The development process of an EIP can be divided into the same three stages as for a TIP but the content of each of these stages is different in the case of the two types of parks because an EIP needs to be seen as a “sustainable” entity capable to induce sustainability to the whole hosting community and to behave like a constituent part of the natural eco-system and not like an “intruder” (which the TIPs are, in many of the cases). In most cases, both for TIPs and EIPs, the team that manages the creation stage is not the same with the team that manages the operational stage, although sometimes the first team it is not dismembered and suffers only some changes. This paper refers mostly to the management system in the operational stage of the parks.
Clear distinctions appear between the TIP’s and the EIP’s management when there are detailed the number and the functions of the managerial structures. In the case of the TIPs the management functions are realized by a single body mainly preoccupied by the welfare of the park as a whole, by its economical efficiency and less by the welfare of the independent tenants. In many of the cases the TIPs are considered by the owners just another real-estate business and, as a result, the economical and social benefits that can follow from the interdependence and the cooperation between the tenants are overlooked. The EIPs are at the opposite pole, from this point of view. The interests of the members and the hosting community are as important as those of the park’s owners. Therefore, an EIP has two (or even three) management structures, one which will represent the park (Property Management Company - PMC) (The denominations were taken over from Lowe, E. A., 2001.) and other which will represent the tenant’s interests (Community Self-Management System - CSMS) (Idem ii). The responsibilities of each one of them will be detailed in a subsequent part of the article. It is considered that the existence of a single management body is justified only if the park includes a small number of tenants or if some of the plants are owned by the park’s owners. 
In the EIP’s offer a strategic place is taken by the environmental management services. They include support to tenants (on-line library, information regarding the national, regional or local environmental reporting requirements and regulations, date-base of environmental consultancy), management of environmental facilities (shared water treatments, material handling facilities) and administration of “umbrella permits” (administer joint permits, third-part monitoring and feed-back, reporting to agencies). [Lowe, A., E., 2001]. Taking the above into account, the EIPs might need to beneficiate of an environmental management system, administrated by a mixed PMC and CSMS team or by a third party company / agency / team. The system should include the permanent development of the environmental initial objectives, the continuous improvement of the environmental performances and, maybe, gaining certification of the site (for example, ISO 14001 certification, even if there is no actual proof that this specific certification resulted in improvements of the environmental performance so far).  

3.   THE FUNCTIONS OF EIP’S MANAGEMENT STRUCTURES

An EIP encompasses two distinct but overlapping business entities. It is a real estate development property that must be managed to provide a competitive return to its owners. At the same time, an eco-park is a "community of companies" that must manage itself to gain common benefits for its individual members. The latter is a looser association in business terms, but the owners of member companies are no less concerned with their investment returns. Fortunately, their basic goals are very complementary. Basically, the team responsible to the property owners (PMC) will be accountable for the business performance of the developed property (maintaining the stability of tenancy, filling vacancies as rapidly as possible, keeping the park functional and attractive, providing high quality and profitable support services to individual tenants and the community as a whole). This side of EIP management may be assumed by one of several entities: The real estate development company that built the park; An economic development agency, if the park is publicly owned; An independent industrial park management company; A management company set up as a joint-venture between the developer and EIP companies. 
The community of companies will share the concerns presented above, but its members will need a management system that maintains their cohesiveness without compromising their autonomy. Except where external regulation or property covenants are involved, the community will depend on voluntary participation in any common initiatives. The PMC will also be a member of the EIP community.
Management of the tenant community will be a self-organizing process, with facilitation and support from the project development team and PMC. This process will begin in the recruitment and planning phase, as future tenants explore potential advantages they can gain from collaboration, including exchange of unutilized by-products. The process of forming relationships will continue as plant design teams work to embody project performance objectives in their plans. By the time tenants are ready to move in, the community may already be taking shape.
The main managerial functions within an EIP are: Maintaining the EIP Values; Evolving and maintaining the community's values, culture, and identity; Evolving and maintaining the values, culture, and identity of the PMC; Resolving conflicts; Assuring the Future Viability of the EIP; Facilitating self - organizing community development process; Recruiting firms to keep the park fully leased and maintain the by-product exchange; Tracking trends and emerging challenge / opportunities for the whole system; Supporting evolution of economic, social, and environmental performance for companies and the park; Coordinating on-going public involvement process and services to town residents; Representing the park before public agencies; Initiating design projects to the benefice of the neighboring towns and to the support of the community programs; Managing the Present Operations of the EIP; Managing shared infrastructure; Supporting by-product exchanges on and off-site (A third party company / agency / team may contract to take responsibility for by-product utilization or a mixed PMC and CSMS team.); Enforcing standards governing operations and performance requirements; Auditing EIP Performance; Conducting audits of successes and failures in performance; Coordinating Administrative and Support Functions; Maintaining EIP property; Operating a site-wide information system, including monitoring and feedback; Operating the emergency prevention, preparedness and response system; Coordinating provision of shared support services; Operating the Production Systems; 
4.   SIGNIFICANT EIP MANAGEMENT PROBLEMS

The specific characteristics and goals of the EIPs impose the presence of specific functions but they also raise a few key management problems. Of great importance are: the autonomy of the tenants in spite of the deep interconnections between them, maintaining the by-product exchange and implementing an environmental management system. One of the obstacles to the development of an EIP is the tendency of the companies to avoid any interdependence between them and an efficient management system must demonstrate total respect for the autonomy of each one of the members. Any constraints on this autonomy should manifest through voluntary agreements, market mechanisms and incentives. For an EIP the behavior of the members determines the environmental and economic performances but it functions on the assumption that companies can self-regulate their behavior more effectively than any outside regulator, so long as information flows and feedback loops are in place. 
The central concept utilized by the EIPs is the by-product exchange (A by-product exchange (BPX) is a set of companies seeking to utilize each other's by-products (energy, water, and materials) rather than disposing of them as waste. [Martin, A., S., Weitz, K., A., Cushman, R., A., Sharma, A., Richard C. Lindrooth, Stephen R. Moran, 1996]). The strategy to maintain and make evolve the exchange system can include phases like mobilizing the business members and organize support to creating the network; planning and analysing of the by-product exchange; enabling business transactions for by-product utilization; monitoring and communicating within the exchange network [Lowe, E., A., 2001]

Both PMC and CSMS must contribute in supporting the operations of this market exchange. The PMC is responsible for the recruitment of the members, the modeling of the network so that new opportunities emerge and the linking of the system into larger systems (at regional, national, global level). Both teams are answerable for researching new technologies and markets for unmarketable materials and for negotiating with agencies in order to assure a regulatory framework open to exchange. [Lowe, E., A., 2001]
The third key problem is the implementation of an environmental management system which’s primarily concern is the environmental performance objectives. They provide an essential framework for design of an EIP and express the project’s vision as a set of high level expectations for how it will actually function. The objectives establish a context for later defining more explicit and measurable goals. The objectives document will be a continually evolving guidance system for the project. [Lowe, E., A., 2001]

5.   CONCLUSION 

Specialists (These critical success factors emerged from Indigo's consulting and research in Korea but are generally applicable across EIP projects in other countries (developed by Ernest Lowe and Anthony Chiu), www.indigodev.com) indicate that the success of an EIP depend on a various number of factors, of different nature (managerial and organizational, technological, policy context). As a conclusion, I present some managerial critical factors for the EIP success.

One of the critical success factors for the developing of an EIP (including the situation when the EIP is the result of the transformation of an existing TIP) is the implementation of an adequate management structure in charge with the development. 

But in practice, not even the best intension gets to be accomplished without the appropriate information, so that it is absolutely impossible to develop such a complex project without an effort of education and know-how acquiring. Workshops focused on specific project, programs linking international and local experts, study tours, conferences – all are appropriate ways of obtaining the capacity development. 
When the first lines of the project are designed, it is high time to approach al the future members of the EIP in order to involve them in the planning process. The earlier this moment is, the best the project will be developed, because early involvement of company management assures that the project is guided by their perceptions of issues, needs, resources and opportunities. 

The complexity of an EIP supposes a detailed and accurate plan. The planning process should be conducted both bottom up and bottom down, which implies a continuous and an almost perfect dialogue between all the actors. Academic researchers may provide valuable assistance, but the lead needs to be from the implementation structure. 
Not a phase of the developing process should be conducted without an evolving long-term vision of the whole system. The idea of one company using another’s by-products could be more or less feasible and it is one of the many strategies suitable to be applied, but not the only one
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Abstract: In the context of globalization, in order to stay competitive on the very dynamic global market, organizations have to  transform the torrent of data into meaningful information  for decision-making. Business Intelligence (BI) represents an effective solution to these problems. BI systems extensively use data visualizations tools such as dashboards and scorecards  to monitor business key performance indicators and  to allow “at-a-glance” visualization of the company. Universities, mainly business schools, have to be involved in the delivery of basic BI education for their students. This paper deals with a part of this basic BI education, respectively with the development of data visualization skills for business students. Although it seems to be very simple, designing and creating dashboards needs a lot of knowledge. Based on our own experience in designing different types of dashboards using Targit Analytics, the paper presents the main topics necessary to be covered in order to teach(learn) “BI dashboarding”. 
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1.   INTRODUCTION 
In the context of globalization, in order to stay competitive on the very dynamic global market, organizations have to  transform the torrent of data – hundreds of terabytes, geographically dispersed, coming from hundreds/thousands of users –  into meaningful information  for decision-making. Business Intelligence (BI) represents an effective solution to these problems, enabling advanced data analysis, enterprise reporting, alerts and proactive notifications, and business performance monitoring. 

According to a Gartner worldwide survey of 1,500 CIOs, BI was nominated in 2008, for the third consecutively year, No.1 technology priority for CIOs across the world (Pettey, 2008). Based on the same survey, Gartner predicted that the worldwide market for BI platforms will reach $5.8 billion in 2008, with a 11.2 percent increase from 2007, and $7.7 billion in 2012 (with a forecasted compound annual growth rate of 8.1 percent). 

Higher education cannot ignore these trends, and has to pay a special attention to BI themes. All over the world, mainly in the academic curricula of the future IT specialists and business men – both at undergraduate, and graduate level - we find more and more BI (related) disciplines. These educational efforts towards BI are also supported by big companies, such as Microsoft (e.g. Microsoft Enterprise Consortium). In Romania, even if BI applications are still in their infancy, we should consider BI education as a priority.  The paper intends to support this initiative, by focusing on a very particular theme: the development of data visualization skills, mainly BI dashboarding skills for business students.
Why dashboards? Because today’s BI systems have replaced the classical daily/weekly/monthly flat reports with new data visualizations tools such as dashboards and scorecards that connect users to data warehouses and analytical infrastructure, monitor business key performance indicators, and allow “at-a-glance” visualization of the company health. These new visualization tools – adopted by more and more organizations - act as a powerful, user-friendly, interactive graphic interface between data and users, allowing business professionals to make timely and informed decisions for improving business performance. 

There are two seeming contradictory aspects regarding dashboards and scorecards:

· they do not need advanced IT knowledge, as they are intended to be designed and used by merely business users; moreover, all BI software producers continuously simplify their user interfaces, and offer new improved facilities for data visualization; as an example, MicroStrategy – a leading worldwide provider of BI software – announced in August 2008 the latest release of advanced visualization widgets – incorporating visualization, interactivity, and animation - for its Dynamic Enterprise Dashboards™ (Cover, 2008);

· in order to be useful in practice, and not just eye-catching, or very creative / very impressive in presentation they need some specific knowledge for their design and creation (e.g. the correct and adequate utilization of colors and components (graphs, gauges, maps etc.), the dashboard’s position on the screen, the  logic of the whole design in terms of ease-to-use and efficiency etc.). 

This paper intends to pinpoint the main subjects needed to be covered in teaching “BI dashboarding”, in order to develop the appropriate skills for business students.

2.   DASHBOARDS AND SCORECARDS

2.1. Definitions and comparisons

A dashboard is: (1) a control panel; (2) an information-delivery vehicle; (3) an application or custom user interface that helps you measure your organization's performance to understand organizational units, business processes, and individuals; a subset of a scorecard; it focuses on communicating performance information; just like an automobile dashboard, it has meters and gauges that represent underlying information; it may also have some basic controls or knobs that provide feedback and collaboration abilities (Smith, 2003); (4) a user interface that organizes and presents information in a way that is easy to read; also known as cockpit (Oranz Analytics Solutions, 2008); (4) a business-management tool used to display, notify, warn or summarize certain business conditions (e.g. metrics such as KPIs) (Dundas Data Visualization Consulting, 2008); (5) a graphical, quick-read presentation of metrics designed to represent statuses of important strategic processes and goals at an organizational, business unit or individual level (ASTD, 2008). 

A scorecard is: (1) a custom user interface that helps optimize an organization's performance by linking inputs and outputs both internally and externally (Hall, 2007); (2) an application or custom user interface that helps you manage your organization's performance by understanding, optimizing, and aligning organizational units, business processes, and individuals; it should also provide internal and industry benchmarks, goals, and targets that help individuals understand their contributions to the organization (Smith, 2003) 

The main differences between a dashboard and a scorecard are synthesized in Table 1.

Table 1  - Comparison between dashboards and scorecards
	Dashboard
	Scorecard

	Tactical
	Strategic

	Performance monitoring system
	Performance management system

	Measures and monitors performance (processes) using metrics
	Manages performance towards defined goals; charts progress toward objectives using KPIs

	Informs users what they are doing
	Tells users how well they are doing

	Set of indicators about the state of a process or business metric at a specific point in time
	Report card of how a given person, business unit or entity performed with respect to certain goals over a given time period

	Dashboards + Scorecards = Scoreboards


Source: (Eckerson, 2007), (Serence, 2008),  (Smith, 2003)

2.2. Dashboards content

A standard dashboard includes: texts, tables, graphs, charts, maps, stoplights, gauges, widgets, gadgets, and other visualization devices. Drill Downs, Filters, and Hover-Overs are mandatory functionalities (Chiang, 2008). Eckerson recommends (Eckerson, 2007) that each dashboard should have a “cover page” that presents scorecard information in a synthetic and clear form, and multiple “inside pages” that provide more detailed data and additional dimensions.  The content of dashboard depends essentially on its purpose (e.g. business dashboard, enterprise dashboard, executive dashboard, corporate dashboard, performance dashboard etc.). The following sites offer many examples of dashboards (“learn by example”) and contain numerous articles with pertinent recommendation for the efficient use of different visual components within a dashboard: http://dashboardspy.com, http://www.enterprise-dashboard.com, http://www.dashboardinsight.com and  http://www.dundasconsulting.com. 

3.   DASHBOARDS DESIGN 

3.1. Key success factors and features of an effective BI dashboard

The basic characteristics specific to a BI dashboard are synthesized (Malik, 2007) by the following acronyms:S(ynergetic) M(onitor KPIs) A(ccurate) R(esponsive) T(imely)   I(nteractive) M(ore data history) P(ersonalized) A(nalytical) C(ollaborative) T(rackability).

Any dashboard should be designed to complement human behavior. There are three main rules or principles for dashboards (Wille, 2008): placement (desktop dashboards,  recommended, room for widgets), design (profound simplicity, alerts), and accuracy.  

Ease and speed of implementation, defining metrics in relevant business terms that are meaningful to users, dashboard’s use as a management tool (to generate actions towards specific goals), dashboard’s changes over time in response to new business conditions have been identified as key success factors for dashboards implementation (Kawamoto, 2007).

3.2. Considerations on dashboards design (Methodology)

Dundas Consulting has developed a six steps methodology to develop a dashboard from the idea to a useable business tool (Bogdon, 2008): defining business requirements (identifying the target user), defining metrics, identifying filters, data responsability, prototype and proof of concept, and implementation.  It is essential to choose the right type of visualization for the right data (e.g. map for geographical data, gauges for KPIs etc.). Special attention should be given to the use of visualization devices such as gauges. In this context, Mokhoff (Mokhoff, 2008) has identified 4 rules: choose a good metaphor, speed of information perception, visualization, and aesthetics. There are many more other topics to be covered in this chapter, such as:  the use of colors, layout, clarity, visual aesthetics, customizability a.s.o.  

 4.   SOFTWARE SOLUTIONS FOR BUILDING BI DASHBOARDS

Targit Analytics is one of the most convenient solutions for building dashboards.   TARGIT is Microsoft Gold Certified Partner within the competencies ISV/Software Solutions and Data Management Solutions. TARGIT BI Suite is extremely popular because of its user-friendliness, flexibility, and simple implementation. During our implementations of BI applications we have appreciated very much these features. 

 5.   CONCLUSIONS

The paper has tried to explain the complexity of dashboards design and  has outlined the main topics that should be covered for developing effective dashboarding skills. It is obvious that a Data Visualization oriented discipline, particularly BI Dashboarding (tools and techniques) should be introduced in the academic curricula for business students.
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1.   INTRODUCTION

Consumer behaviour will change world over and more so in developing countries like India where social behaviour and literacy levels too are changing. As people migrate from the villages to the cities in search of employment, so will their buying patterns albeit slowly. Plus the above factors mentioned by sheetal also will contribute to change. 

For global business to grow, consumer behaviour has to change. It is a positive sign and only those companies that constantly offer something different to their consumers will survive in this rat race. The age old beleif of knowing your target segment is passe. Today knowing your consumers on a daily basis is needed more so that companies will increasingly feel the need for appointing a behavioural analyst. The main objective of the paper is to provide a real image of the Indian world, and is the beginning of a larger research on the asian consumer behaviour. The interest on this part of the world’s consumers is given by the specific cultures and habits. For those companies who want to be succesful in this part of the world consumer behaviour must be of major concern. 

2.   CHARACTERISTICS OF THE INDIAN CONSUMER BEHAVIOR

The Indian consumers are noted for the high degree of value orientation. Such orientation to value has labeled Indians as one of the most discerning consumers in the world. Even, luxury brands have to design a unique pricing strategy in order to get a foothold in the Indian market.
Indian consumers have a high degree of family orientation. This orientation in fact, extends to the extended family and friends as well. Brands with identities that support family values tend to be popular and accepted easily in the Indian market (Agrawal, Meenu. Consumer Behaviour and Consumer Protection in India, New Delhi, New Century Pub,2006). Indian consumers are also associated with values of nurturing, care and affection. These values are far more dominant that values of ambition and achievement. Product which communicate feelings and emotions gel with the Indian consumers.

Apart from psychology and economics, the role of history and tradition in shaping the Indian consumer behavior is quite unique.  Perhaps, only in India, one sees traditional products along side modern products.  For example, hair oils and tooth powder existing with shampoos and toothpaste.
3.   DIFFERENT SEGMENTS OF INDIAN CONSUMERS

The Socialites:

Socialites belong to the upper class. They prefer to shop in specialty stores, go to clubs on weekends, and spend a good amount on luxury goods. They are always looking for something different. They are the darlings of exclusive establishments. They go for high value, exclusive products. Socialites are also very brand conscious and would go only for the best known in the market.

The Conservatives:

The Conservatives belong to the middle class. The conservative segment is the reflection of the true Indian culture. They are traditional in their outlook, cautious in their approach towards purchases, spend more time with family than in partying and focus more on savings than spending. Slow in decision making, they seek a lot of information before making any purchase. They look for durability and functionality but at the same time are also image conscious. They prefer high value consumer products, but often have to settle for the more affordable one. These habits in turn affect their purchasing habits where they are trying to go for the middle and upper middle level priced products. 

The Working Women:

The working women segment is the one, which has seen a tremendous growth in the late nineties. This segment has opened the floodgates for the Indian retailers. The working woman today has grown out of her long-standing image of being the homemaker. Today, she is rubbing shoulders with men, proving herself to be equally good, if not better. Working women have their own mind in decision to purchase the products that appeal to them. 

India’s Rich - India’s rich can be categorized into five major categories as follows:

The rich have income greater than US$11,000 per annum.  Total household having such incomes are about 1,060,000.  These people are upwardly mobile.  Some of them in this category are Double Income No Kids (DINK) households.  They spend more on leisure and entertainment-activities than on future looking investments. Across the category, backgrounds are distinctly middle class.  They aspire, therefore, to attain the super-rich status.
The Super Rich have income greater than US$22,000 per annum. Total number of households is about 321,000.  There are less Double Income No Kids (DINK) families here than in the rich category. The Super Rich are mainly professionals and devoted to consumerism.  They buy many durables and are status conscious.
The Ultra Rich have income greater than US$44,000 per annum. The number of households in this category is about 98,000.  There is no typical profile of the ultra-rich.  There are some Double Income No Kids (DINK) households of middle-level executives.  Some single earning households are of first generation entrepreneurs.  Some rich farmers, who have been rich for a long time, belong to this category.
The Sheer Rich is made up by households having income exceeding US$110,000 per annum.  Such households are about 20,000.  They do not have a homogenous profile.  There are joint families as well as nuclear families in this category.  They consume services greatly.  They own multiple cars and houses.  They aspire to social status and power.
The Obscenely Rich is made up of households having income exceeding US$222,000 per annum. There are hardly 6,000 such households in India.  They are first-generation entrepreneurs who have made it big.  Some of them are techies.  A variety of people belong to this category.  They are just equivalent to the rich in the developed countries.  They crave for exclusivity in what they buy.  Most premium brands are relevant to them. 

Rural Consumer

About three quarters of the Indian population are in the rural areas and with the growing middle class, specially in the Indian cities, the spill over effect of the growing urban middle class is also felt in the rural areas. 
The Indian rural market has been growing at 3-4% per annum, adding more than 1 million new consumers every year and now accounts for close to 50% of the volume consumption of fast-moving consumer goods (FMCG) in India. The market size of the fast moving consumer goods sector is projected to US$ 23.25 billion by 2010. As a result, it is becoming an important market place for fast moving consumer goods as well as consumer durables.

4.   NEW TRENDS IN INDIAN CONSUMER BEHAVIOUR

Bulk Purchasing:

Urbanisation is taking place in India at a dramatic pace and is influencing the life style and buying behaviour of the consumers. 

The working urbanites are depending more on fast and ready-to-serve food, they take less pain in traditional method of cooking and cleaning.  
Bulk purchases from hyper stores seems to be the trend these days with purchasing becoming more of a once-a-week affair, rather than frequent visits to the neighbourhood market/store/vendor.

The popular growing shopping trend among urbanities is purchasing from super markets to hyper stores.

Trendy Lifestyles: The current urban middle and upper class Indian consumer buying behaviour to a large extent has western influence. There is an increase in positive attitude towards western trends. The Indian consumer has become much more open-minded and experimental in his/her perspective. There is now an exponential growth of western trend reaching the Indian consumer by way of the media and Indians working abroad.
Foreign brands have gained wide consumer acceptance in India. They include items such as: beverages, packed food, ready to eat food ,pre-cooked food, canned food, personal care products, audio/video products , garment and apparel, footwear, sportswear, toys, gift items. Foreign brands vie increasingly with domestic brands for the growing market in India.  Foreign made furniture is well accepted by the Indian consumers.  Malaysian, Chinese, Italian furniture are growing in popularity in India.
Indian consumers have also developed lifestyles which have emerged from changing attitudes and mind sets; exposure to western influences and a need for self-gratification.  Beauty parlours in cities, eateries, designer wear, watches, hi-tech products are a few instances which reflect these changes.

5.   CONCLUSIONS

Culture is the most fundamental determinant of a person’s wants and behavior. Whereas lower creatures are governed by instinct, human behavior is largely learned. The child growing up in a society leans a basic set of values, perceptions, preferences and behaviors through a process of socialization involving the family and other key institution.Thus a child growing up in India is exposed to the following values: achievement and success, activity, efficiency and practicality, progress, material comfort, individualism, freedom, external comfort, humanitarianism, youthfulness.

A consumer’s behavior is also influenced by social factors, such as the consumer’s reference group, family, and social roles and statuses. A person’s behavior is strongly influenced by many groups .A persons reference group are those groups that have a direct (face to face) or indirect influence on the person’s attitudes or behavior. Members of the buyer’s family can exercise a strong influence on the buyer’s behavior. 

A traditional family in India is different from a western family in that the " empty nest" stage of the family life cycle is not very common. The decision making process for the purchasing of consumer durables is quite elaborate, as many members with their diverse view are involved in it.

In India, the consumer behavior is very dependend on age. While middle age people, let´s say over 30, are quite conservative and strongly influenced by their culture and beliefs, the young generation varies a lot. We can find people of different styles- there are the freaks, dressed like Bozo the Clown, the Goths with artfully bloodied wrist bandages, boys in too sharp zoot suits and the trendy princesses with their Kate Spade bags. Even though all these generations have grown up in place called India, each has come of age in a radically different world. 
In India, the consumer is much more than a mere blue- suited worker bee. Even the common Indiaese accountant has different faces: his private self, his work self, his social self and his family self. They are all different, with distinct consumer preferences.  
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CHALLENGES FOR THE ROMANIAN HIGHER EDUCATION SYSTEM
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Abstract: This paper analyses the status of the Romanian Higher Education, reviewing some of its present issues, of the challenges to come and their possible solutions. October 2008 brings the beginning of a new academic year and seems like a good time for evaluating the accomplishments of the Romanian Higher Education sector and also for understanding what needs still to be done. The paper discusses issues inherent to the coherence in defining public policies, as well as access and equity, quality assurance, governance, finance and infrastructure, and internationalization of the Higher Education sector. In the end, it stresses out the importance of adopting, as soon as possible, a strategy for the development of the Rumanian Higher Education unbiased by politics and based on objectives able to attract the support of both academic community and politicians. These are necessary prerequisites for the Romanian universities to be successful in the international competition of Higher Education.
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1. INTRODUCTION

Gaudeamus Igitur is well known as the anthem of the western university. Sung at the beginning of academic years, at graduation or other special academic occasions, this anthem invites to joy (Berg, 1968). Its first words, gaudeamus igitur, translating “Therefore let us rejoice”, capture the essence of the anthem’s message. The German students that composed these lyrics at the end of the 19th century were celebrating their youth, their teachers, the government and that thing that blooms on the sacred ground of the university and overcomes time: knowledge.

It is not by chance that I refer to this anthem of the academic world. I’ve listened to it several times this month, while participating at opening ceremonies of the academic year, and every time it reminded me that every October should be a time for evaluating our work in the past year, appreciating our accomplishments and starting the upcoming year with confidence. Unfortunately, such optimism is rarely encountered in public debates nowadays. In the latest years, we have more and more often witnessed acid speeches addressed to the university and the way it responds to stakeholders’ expectancies. Complains are coming from all directions: employers are dissatisfied with the product of the university – the graduates – who, according to employers’ point of view, fail to meet the demands on the labor market; graduates are disappointed that the university has not prepared them for an active life, governed by a tough competition; students are protesting against living conditions, asking for bigger scholarships and increased accommodation and transportation facilities; educators are frustrated with their small salaries; public finance specialists are accusing the university for spending extremely much public money; development experts are complaining that the funding for higher education and research is too low; politicians are criticizing pretty much everything, but mainly the absence of the Romanian universities in international university rankings.

Obviously, there is a big gap between the message of the western university anthem, Gaudeamus Igitur, and the sharp bitterness of the public debate on the academic environment. It is the purpose of this article to examine the parameters of the Romanian discrepancies, analyze what has been done in the higher education sector during the last year, underline the current trends, and see if there are reasons for rejoicing or not.

2. LOOKING FOR THE NEW MISSION OF THE UNIVERSITY 

During the last decades, the mission of the higher education sector has changed significantly. Step by step, we witnessed the change of the central axes that defined the university over time (Global University Network for Innovation, 2008). Thus, the building of the human capital (primarily through teaching) changed from a select phenomenon to a mass process.  The building of knowledge fundaments (mainly through research) went beyond being the institutional goal of the university as the state became more interested in this component, which was strongly associated with economic competitiveness and sustainable development (Bushaway, 2003). Last but not least, the ivory tower model of the academia has been strongly criticized, the whole society inviting the universities to involve more and more in the societal life by providing quick and relevant answers to current issues. Therefore, there is a strong need for the reshaping of teaching beyond the classic models (short term courses, distance learning programs, etc.) and for the emergence of applied vs. fundamental research, similar to the implementation of consultancy and/or disseminator of innovative ideas roles in the portfolio of every prestigious higher education institution.

In the countries that benefited of economic and political stability in the last decades (mainly Western countries and some countries in Asian) these challenges appeared gradually. Consequently, these countries had some time to adapt to the new context, to define brand new national higher education strategies, and to build up the appropriate policies in order to address these challenges. Romania, as many other states that faced the political and economical transition during the last two decades, did not have this opportunity. Until lately all the reforms of the higher education system have been implemented against the clock, most of the time pushed from behind by different international drivers (World Bank, European Union, Council of Europe, OECD and so on) and with the main goal of trying to catch up with the more developed countries. And, as all of the above had not been enough, everything happened in a politically troubled environment coupled with the lack of proper funding from the state budget. However, it seems that, for the first time since 1989, Romanian higher education sector has succeeded in leaving the past behind and aiming forward more optimistically. The efforts of all the transition years, the new European context of Romania, the latest social, political, and economic developments, all together represent the basis of a re-launch of the higher education in our country.

2.1. Outcomes of transition

We cannot asses the present higher education system without describing the starting point. During less than 20 years the Romanian higher education system passed through dramatic changes that modified not only its working principles but also the internal structure. From a 100% state owned system with less than 40 universities and with 169,000 students enrolled in some tens of areas of study, most of them technical (Sadlak, 1991), we have now a complex system in which the private universities (53) come to complete the offer of the state-financed universities (56). The whole higher education system in Romania now hosts more than 900,000 students, enrolled in over 400 academic fields. The simplistic, rigid and centralized system, where the ministry of education had the last word in any matter, has now grown complex. The number of actors involved has grown rapidly (there are now several buffer bodies such as the National Council of Rectors, the National Council of Scientific Research in Higher Education, the National Council for Financing the Higher Education, the National Agency for Qualifications in Higher Education and for Social and Economic Partnership, the Romanian Agency for Quality Assurance in Higher Education) and the role of the social partners (professors and students unions,  NGOs, etc.) has increased significantly.  

In the same time, the academic autonomy has been consolidated, both by legislation and by adopting codes of good-practice and respect towards the right of the academic community to self-governance even where the law did not specified this explicitly. On the other hand, a system of monitoring the higher education sector (quality assurance, national reference standards for research, for financing, etc.) comes to support the adjustments of the system and to fundament the promotion of new policies in the area.  

All these outcomes have had different drivers. Among these, some of the most important are the international/European drivers. Our status of candidate country and after January 2007, of member of the European Union, made our institutions more receptive to the policies and decisions promoted at the European level. Thus, being aware of the responsibilities of a E.U. member state, Romania acted towards achieving the Lisbon objectives, making decisions hard to imagine a decade ago (the massive increase of state budget financing for research and higher education, the provision of special funds for Lifelong Learning, doubled the enrollment places for the Bologna 2nd and 3rd cycles – master and doctoral degrees, etc.). Moreover, Romania improved the financing of the human resources development sector, along with the support for the learning and research infrastructure, especially through the PHARE funds, through the national research and development programs (Ministry of Education, Research and Youth, 2006), and lately through European structural funds.

The economic growth of Romania during the past 8 years, one of the fastest in Europe and in the world at the moment, represents another driver of the higher education reforms. The economic re-launch has not only generated an increase in the funding of education but also a chain reaction that, in general, can be seen as a result of horizontal interaction among different sectors of the society. Therefore, during this time we witnessed: (i) a greater absorption of the higher education graduates on the labor market; (ii) the start of privately financed research; (iii) a relative decrease of the work-force migration; (iv) an increased competition on the labor market for the technical fields (areas quasi-ignored during 1990s); (v) an increased interaction between enterprises and universities (internship programs, custom-designed academic programs for specific needs, etc.); (vi) an increased cooperation between universities and the local/regional communities; (vii) an increased international awareness regarding the Romanian academic system among foreign students and academics.

The same economic development facilitated a certain re-positioning of the society on some new, totally different principles. The Romanian society started to think in other terms than the transition ones – the immediate needs are approached in a more relaxed manner, while the long and medium term strategies are a more common approach both for specialists and for the greater public. There are debates about and even actions toward the definition of the country’s goals for the sustainable development strategy, structured on different sectors. One of the main ideas seems to be the continuity of the public policies when governments change, along with their correlation. Competitiveness and the place of Romania on the global and European competition became an important discussion topic for all – specialists, politicians and the public. Last but not least, there is a strong debate about social responsibility, decisional transparency, and lately even about community involvement in the decision making process – basic principles of any modern democratic society.

2.2. Political maturity

No matter how optimistic the above message is, the reality is the maturity regarding the approach of the education issues generally, and of the higher education problems in particular, has not been reached yet. However, this point is close, but in order to reach it Romania has to prove the maturity of the political class. This seems to be the big test that not only our country but many others around the world failed to pass until now. 
Since the French Revolution, almost everywhere, any change in education has been strongly politicized (Cummings, 2003). Educational systems are large and complex making them a very good environment for political action, justified or not. Every politician has a program for education and feels empowered to put it in practice. This is how we get to the circumstances of huge political debates around legislation projects regarding education. Good examples, besides Romania, are France with the approval in 2007 of important system changes, UK with the introduction of generalized tuition fees and of a student loan program, or Czech Republic that, after ten years of strong political debates in Parliament still lacks an agreement on the student loan program. The list of examples can continue when talking about high impact specific measures, as for example decisions regarding the students’ evaluation process, the promotion and wage system of the academics, the students’ scholarships, etc. This reality will not change in the near future, and for the sake of democracy, it should never change radically. However, there is a need for a certain kind of stability and coherence in approaching this sector. Some countries provide special levers for establishing consistent higher education policies:

(i) university autonomy – stipulated by laws, good practice codes, or both; 

(ii) buffer bodies – on one hand with the role of monitoring the system and designing new policies according to the needs, with the help of designated specialists and, on the other hand, with the role of stability and continuity factor during political and/or governmental changes; 

(iii) institutionalized dialogue with the stakeholders; 

(iv) defining high-level public servant positions within the government (usually at the ministry level) that should be occupied by professionals, in order to provide a stable interface between the political and administrative environments. Some states go as far as hiring the minister on professional not political criteria, with the advantage of immovability, thus making this position almost immune to the political change; 

(v) adoption of systemic strategies only based on intensive policy dialogue and public participation. 

This means involving all actors and stakeholders in the decision-making process thus creating consensus and political support regardless what party/ies is/are in charge with governing the country. Recent history provides many examples of countries acting this way. If we measure Romania’s progress with the above five-step scale of political stability in education we will find out that during the 20 years of transition we managed to slightly overpass level three, as we are trying to establish solid basis for going further toward level four and five. We already value the university autonomy and most of our buffer bodies are fully functional and mature. As the higher education framework becomes more and more complex new structures are planned to be developed: the Unique Enrollment Registry, the Agency for the Internationalization of Higher Education, the Student Loans Agency, the Higher Education Center for Project and Programs Management, etc. The dialogue with the stakeholders is already institutionalized and it includes the unions, students, universities, employers, professional bodies, NGOs, etc. According to the Romanian legislation, it is mandatory to pass through a public debate process every piece of primary, secondary or tertiary legislation before its adoption by the Parliament, the Government or a ministry. As for the fourth step, the data gathered during the latest years do not provide very good news. Nevertheless, public servants activity should be analyzed separately from the one of the minister. The law provides a certain job stability for any public servant regardless the area of activity. Still, low salaries, extremely high pressure and, sometimes, the interactions with the minister of education push the public servants to leave the central public administration system after only a few years of practice for a teaching position within a university, a job much better paid, that most of the time provides respect and professional satisfaction. As for the position of the Romanian minister of education, it has never been even considered for another status than being a member of the government. The result: during the past 16 years there have been 9 ministers of education and 6 of them in the past 6 years. In other words, only 3 of the 9 ministers have had a mandate of 3 years or longer. These were the only ones that were able to implement and support consistent programs and legislation that survived their mandate and had impact on the system.
Certainly, changing a minister in a government is sometimes reasonable. But when this happens too frequently, it reflects more a problem of the system, than and of the ministers. The first thing I want to point out is that we do not have a defined profile of a minster (morality, knowledge, abilities, experience, etc.), and the second observation would refer to lack of a role definition. One of the reasons is that only few people are aware that the world wide higher education systems have changed so much during the past years that today managing those systems from the minister’s position requires systemic vision over the nowadays society and high level training in the management public macro-systems (e.g. the budget of the education is in most of the countries the largest sectoral budget). Therefore, proposing an educator for the position of the minster based on the positive evaluation of his/her academic work, however honorable, might not be the best approach, as the job requires complex skills and experience of a different nature. A second reason is that, although we have succeeded in building a decentralized and autonomous education system, the minster/ministry is still considered responsible for issues that should be dealt with by the universities themselves or by the local community. Moreover, we do not have a proper scale for assessing the activity of a minster/ministry because we do not have a specific profile and a role definition. The fifth level has also been influenced by the fact that sectoral approaches prevailed over the systemic approaches, just as short term objectives prevailed over medium-long term objectives, resulting in a fragmented debate on the systemic strategy for higher education. However, at the moment, significant progress has been made, despite the political divergence inherent before the elections, that could lead shortly to the design of a strategy for the Romanian higher education. All important issues have been explicitly analyzed within the Lisbon framework, within the debates over the absorption of structural funds or within specific projects promoted by the ministry of education. We just need to correlate these policies and put them under the umbrella of a vision for sustainable development accepted first by the system and then by the political environment.

3. EMERGING PROJECTS IN THE ROMANIAN HIGHER EDUCATION SECTOR

Romania’s determination to keep up with the recent global changes in higher education can also be quantified in terms of the projects promoted lately. Encouraged by the European dialogue launched by the Lisbon Agenda and the Bologna Process, and also by the massive financing for education coming both from the national budget and from European funds (Structural Funds, mainly), the Ministry of Education and Research has initiated a series of new reform guidelines for higher education concerned primarily with access and equity, quality assurance, governance, financing, infrastructure, and internationalization of higher education.

3.1. Access and equity

The issue of access and equity in higher education has always been a sensitive one, as also shown by statistics. There is a wide gap between rural and urban environments, on one hand, and between the students coming from poorer or wealthier families, on the other hand. Statistically speaking, only 3.7% of the students are coming form the rural areas, and only 17% from lower income families (World Bank and Romanian Ministry of Education and Research, 2008). These data show a serious social inequity and call for strict and urgent measures. In addressing these issues, two types of action have been followed. The first action consisted in a complete analysis of the underlying causes of this situation, analysis carried out between September 2007 and October 2008, with the assistance of World Bank experts. The analysis revealed a series of issues such as the low access of young people from rural areas to high schools, thus resulting in a even lower access of these young to the universities. Therefore, on a medium and long term, solving the problem of access and equity requires significant interventions at the secondary education level, one of the measures being building of high schools in the rural areas. Also, the establishment of a student loan agency could solve the issues inherent to the second gap – between the children coming from poorer or wealthier families. The second action was to immediately increase the number of enrollment places subsidized from the state budget for all academic cycles, with 10% for undergraduates, 84% for the master’s degree and 80% for the doctoral level, a higher number of scholarships provided by the government increasing access to higher education for socially challenged groups. The future strategy for higher education should consider this issue as a priority because the gaps in human capital development between social classes and regions could become the most serious impediment for balanced sustainable development of Romania in the next decades.

3.2. Quality assurance

In the last decade, we have witnessed a complex process of reframing in accreditation and quality assurance in higher education. The causes of this process seem to be multiple. However, among the most important are the massification of higher education, the publics’ interest in public money expenditure (El-Khawas, 2006, Martin and Stella, 2007)) and the increased student mobility, especially the mobility of the alumni. In an economic environment where the workforce migration from country to country is allowed and where the academic degrees are equally recognized, the issue of the quality of higher education programs is extremely important. This is why this subject is top listed on the agenda of the Council of the European Union and of the Bologna Process. Romania has made the decisive step – the change from accreditation to quality assurance – in 2005 when the former National Council for Academic Evaluation and Accreditation (CNEAA) has been replaced by the Romanian Agency for Quality Assurance in Higher Education (ARACIS). Since then, a difficult road has been followed through the establishment and testing of evaluation standards, and the internal and international assessment of ARACIS procedures, preparing ARACIS for the final step – the acceptance in the European Quality Assurance Register, which is expected to happen in the following weeks. Also, in the same time, each university has developed its own quality assessment system, thus overcoming the paradigm of minimal functioning standards in favor of the culture of quality.

In the context of the strategic project “Quality Assurance in the Romanian Higher Education in the European Context. The Development of the Management of the Academic Quality at National and Institutional Level”, financed through public and structural funds during 2008-2011, the strengthening of the quality assurance mechanisms will be targeted along with the opening new discussions regarding the types of quality assessment. Therefore, there will be an evolution from the specialization-based assessment towards the study field-based assessment, respectively the institutional assessment that, once done, would allow universities much more freedom in lunching new programs of study.

3.3. Governance

Most of the literature on higher education governance points out the fact that, although the university has kept its mission almost unaltered for over a millennium, the ways of fulfilling it have become more and more complex (Kohler and Huber, 2006). This involves more sophisticated governance mechanisms than the ones we are used to, and specially trained management teams to lead the destinies of the universities in the new context. The debates about a new governance system or, more exactly, about the adapting the current system to the new realities of the Romanian higher education have started several years ago, based on specific proposals for legislative changes. However, these discussions have not reached the maturity needed to approach such an issue, concentrating especially on how the management team is formed (rector, deans, heads of departments, etc.), and less on the other governance mechanisms. As presented in the new OECD Thematic Review of Tertiary Education (2008), the governance of the university should not be discussed but in the larger context of the entire higher education system: system’s relationship with the state (including the Ministry of Education and other central bodies related to higher education) and the stakeholders, the financing system and the assessment mechanisms that ensure the responsibility of the universities in spending the public money. In my point of view, this debate needs to be reframed and upgraded to a new level in order to provide it with a thorough analysis and public input. This is why the Ministry of Education, Research and Youth has launched a 2008-2011 strategic project financed through public and structural funds: “Improving Governance in Higher Education Institutions”.

3.4. Financing and infrastructure 

More than ten years ago, one of the most complex reforms of the higher education system took place, with the assistance of the World Bank experts. This reform consisted in the introduction of a new financing methodology that allows the allocation of resources according to the number of students and to the quality parameters, and not according to the number of teaching positions (Dinca, 2002). This system functioned correctly even in the context of acute under financing during the last decade. Nevertheless, today we need to introduce supplementary financing mechanisms that should primarily allow the differentiation of the universities according to their teaching and research performance. This mechanism known as the financing for institutional development would allow certain funds to be allocated to only 20-25 universities, according to performance criteria. In addition, for the first time the private universities would also have access to this fund, according to their achievements. The massive increase in financing, both from public sources (state budget allocations, through increases of per student financing, research grants, awarded in national and international competitions, etc.) and from private sources (student loan, corporate financing, etc.) should be the major objective of Romania, assumes as well in the Lisbon agenda.

A special attention needs to be given to the infrastructure of the higher education for the next years. In 2005, this subject has been officially included on the public debate agenda, when the psychological threshold was overcome by allotting 6% of GDP to the education sector, providing that at least 1 billion Euros were to be invested in infrastructure. Three years later, the current needs have been generally satisfied and maybe it is high time for a new approach, in which strategy should be dominant. This is why The University of the Future project has been launched in the summer of this year, promoting the building of completely new campuses in the suburbs of the big academic cities (Bucharest, Cluj, Iasi, Timisoara, Brașov). These campuses – in fact, small academic towns –, could provide not only study spaces, but also research platforms interacting with the related industries.

3.5. Internationalizing Romanian Higher Education 

Massification and internationalization have been representing the most important challenges of higher education for the last two decades. Immediately after the Revolution, the Romanian higher education institutions have felt the strong impact of massification. Now, we start to feel the acute effects of internationalization, and obviously, one might ask to what extent Romanian higher education is prepared for this.

Internationalization of higher education is regarded from different points of view. Thus, some scholars consider internationalization as the process of student mobility, while others place the internationalization under the umbrella of globalization. Neither of the two approaches is comprehensive. While the first limits the phenomenon, the second makes it non-specific, melting it in the larger phenomenon of the homogenization of the global village. Evidently, in the center of the internationalization resides the mobility of both the students and educators. However, the phenomenon is considerably wider and takes more and more different shapes. Thus, there is an important change in the curricula, which is more and more focused on intercultural and global approaches, along with regional ones. The forms of delivery of the educational content and the certificates provided manage to cover larger and larger geographic areas, the framework of national boundaries being constantly surpassed (Open University, University of Phoenix, the first one from UK, the other one from USA cover today almost the whole world, that is almost all the countries connected to the Internet, and the examples can continue). The credit transfers and the programs developed by one or more higher education institutions, that use the same teaching language, are, as well, promoted by more and more universities. Last but not least, the coordination of the policies at the regional/international level (eg. Lisbon Objectives, Bologna Process) are ways for accelerating the process of interaction among the higher education institutions.

During all these years, Romania has been quite active towards the internationalization of higher education, trying almost all the forms mentioned above. Therefore, the number of Romanian students involved in international mobilities and also the number of foreign applicants willing to study in the Romanian universities have increased, along with the mobility of teachers, which is higher and higher as many of the universities change their curricula to answer better the nowadays global context. In the same time, Romania’s participation to defining European policies in education in well known. Nevertheless, taking into account the specific parameters of the system, and also the challenges of the future, our country needs a more consistent approach. For this, during the summer of 2008, the Task Force for the Internationalization of Romanian Higher Education (GLIIS) has been created. In the next future, this task force should set the basis for the Agency for the Internationalization of Higher Education – a governmental body that should provide consistence to the educational policies in the area and should provide the needed support for the universities to implement these policies. Therefore, the establishment of certain target for the years to come, concerning foreign students, is very important and Romania can use the example of other states. The presence of an ever increasing number of foreign students in Romania would contribute to the consolidation of the prestige of the Romanian universities, to the increase in the standards of the educational activities, to a significant increment in the financial resources of the universities and also to the consolidation of a strategic investment for the years to come.

4. CONCLUSIONS 

The determination of a country to keep up with the global realities in the field of higher education can be quantified according to the way the country is able to design its future. The challenges are high: from the aging of the faculty, to the drastic decrease of population; from the increase of teaching and research costs, to the stronger need for matching the requests of a labor market more and more mobile and unpredictable; from the increase in the commercialization of academic services, to the increased responsibility and accountability of the university in front of its “clients”. These are some of the challenges a higher education system could overcome only if it has a solid ability of monitoring the system, of comparative analysis, of predicting certain scenarios, of designing and implementing appropriate public policies, all these associated with public, political and financial support. As mentioned above, from this point of view, Romania has a certain type of vulnerability, because there is no strategy, vision or any document of the kind, to design the future of Romanian universities both on medium (5-10 years) and long (15-20 years) term. The experience until now shows that the problem is not the lack of technical resources for undertaking such and endeavor, since the documents for the strategic guidelines have been elaborated in 2005-2006 for the area of research and development and, in 2008, for the area of sustainable development. It is more an issue of inability to stop the frequent changes at the top levels of the management (in the past 6 years, there have been 6 ministers of education!), that, in fact, translates in a lack of consistency for the policies in the educational area.

We are less than 60 days away from the general elections that will provide the new government. As everywhere in the democratic world, in the moment of transition from one government to another the pace of reforms is slowed down for the new government to define its priorities and launch the process of their implementation. Somehow, this is what is most likely to happen in our country within the next several weeks, although there is already a series of projects financed through structural funds that have been started recently, and would be able to provide consistency in the system for the following years. In the same time, although the election campaign has brought an avalanche of reforming ideas, a new project financed through structural funds has been launched: “Quality and Leadership in Higher Education”. The project is meant to elaborate a strategic document by making use of the most modern methods of foresight and public participation, in order to provide guiding for the academic system in the following years. Undoubtedly, we are at a milestone, a decisive moment for us to prove our determination to be part of the global market of knowledge and competitiveness, or be left aside. I am anxiously waiting for the next October to see if Gaudeamus Igitur will find its place in the middle of the Romanian academic community.
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IN-STORE BRAND COMMUNICATION
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Abstract: The business objective of this article is to achieve the most effective in-store brand communication. Due to the loss of traditional communication media in-store communication has become one of key vehicle for reaching target consumers. Understanding consumer behavior in an in-store environment is important in achieving greater effectiveness with in-store brand communication. In-store brand communication is used to build target consumers relationships with brand. Effective communication can result in: increasing brand awareness; reinforcing brand authorship; creating trial opportunities amongst target consumers.  There are 4 phases of the process for developing in-store communication: analyse, set plan, implement, evaluate. Successful in-store communication is a result of teamwork between brand, trade and the consumer dialogue and insights teams. This teamwork ensures that the expertise and knowledge of all teams is captured and applied throughout the process.

Keywords: brand, consumer dialogue, teamwork

1.   INTRODUCTION

In-store brand communication is a strategic process dedicated for satisfying the in-store needs and wants of the consumers, for in-store business requirements of the trade and suppliers. It refers to the implementation of in-store consumer focused activities in order to drive performance of brands at the point of retail and also to create opportunities to expose target consumers to the brand world. It provides marketing support activities, on a plan basis, to generate greater attention, purchase and consumer loyalty. Brands are built holistically, through the orchestration of a variety of tools, including advertising, public relations (PR), sponsorships, events, social causes, clubs, spokespersons, and so on. The real challenge is not in placing an ad but to get the media talking about the brand. A new brand should strive to establish a new category, have an interesting name, and tell a fascinating story. Learning about a brand from others creates credibility. Learning about it only through paid advertising is easy to dismiss because of the biased nature of advertising. Another concern is that brand management structures may militate against carrying out effective customer relationship management (CRM) practices. Customer relationship management (CRM) enjoys increasing attention as a countermeasure to switching behavior of customers. Because foregone profits of (partially) defected customers can be significant, an increase of the retention rate can be very profitable. The outcome for the business is the positive influence on target consumers at point of purchase. It’s representatives actions are: working closely with brand and trade marketing teams to deliver in-store marketing strategies; using it to increase brand awareness in target consumers; using it as part of consistent brand authorship messages; aligning in-store brand communications to specific channels and outlets; evaluating the effectiveness of it’s strategies.

2.   IN-STORE INFLUENCE ON BRAND CHOICES

It is not uncommon to enter a retail outlet with the intention of purchasing a particular brand but to leave with a different brand or additional items. Influences operating within the retail outlet induce additional information processing and subsequently affect the final purchase decision. There are 5 variables that singularly and in combination influence brand decisions inside a retail outlet: point-of-purchase materials, price reductions, outlet atmosphere, stockout situations and sales personnel. There are a number of key drivers which underline the product selection process of the consumer and these are:

1) Subconscious decision making: most decisions do not register in the mind of the consumer;
2) Sign post brands: consumer use signpost brands to identify the location of the category;
3) Search & selection approach: consumers tend to look for the product and desire to see it visually before making a selection;
4) Key elements utilised to find & select products: there are often key elements like colour, shape, packaging, location which the consumer looks for to help identification.
2.1. POINT-OF-PURCHASE MATERIALS

Point-of-purchase (POP) materials are common in the retailing of many products, and the impact these materials have on brand sales can be substantial. Recent research by POPAI (The Point-of-Purchase Advertising International) examined the sales increase generated by the addition of various types of POP materials in supermarket. They examined both store-shelf and product-display materials. Shelf-based materials are placed in the main shelf for the product category and include price signage, coupon dispensers, shelf talkers, and dangling signage. Product display materials are those included with product displays located at the end of aisle, on the store floor, etc. Despite variability across type, category, and brand, POP materials are an important and increasingly measurable in-store influence.

2.2. PRICE REDUCTION AND PROMOTIONAL DEALS

Price reductions and promotional deals (coupons, multiple-item discounts and gifts) are generally accompanied by the use of some POP materials. Therefore, the relative impact of each is sometimes not clear. The general pattern is a sharp increase in sales when the price is first reduced, followed by a return to near-normal sales over time or after the price reduction ends. High-quality brands tend to benefit more than brands from lower quality tiers when prices are reduced, and they suffer less when prices are raised.

2.3. OUTLET ATMOSPHERE

Store atmosphere is influenced by such attributes as lightning, layout, presentation of merchandise, fixtures, floor coverings, colors, sounds, odors, and the dress and behaviour of sales and service personnel. A store’s atmosphere affects the shopper’s mood/emotions and willingness to visit and linger. It also influences the consumer’s judgements of the quality of the store and the store’s image. A major component of store atmosphere is the number, characteristics and behaviour of other customers. Crowding must be considered since it can generate negative emotions and reduce browsing. And training staff how to appropriately deal with unruly customers is critical since the behaviors of other customers can influence the overall atmosphere. Music can have a major impact on the store environment. It can influence the time spent in the store or restaurant, the mood of the consumer, and the overall impression of the outlet. It is important to match the music to the target audience.

2.4. STOCKOUTS 

The store being temporarily out of a particular brand, obviously affect a consumer’s purchase decision. The customer then must decide whether to buy the same brand but at another store, switch brands, delay the purchase and buy the desired brand later at the same store. In addition, the consumer’s verbal behaviors and attitudes may change. 

2.5. SALES PERSONNEL

As purchase involvement increases, the likelihood of interaction with a salesperson also increases. The effectiveness of sales efforts is influenced by the interactions of the salesperson’s knowledge, skill and authority; the nature of the customer’s buying task and the customer-salesperson relationship.

3.   CHANNEL CHARACTERISTICS
Research shows that the average time spent by consumers in a convenience is 90 -150 sec, there is limited space for categories and range of products, an extremely short time for brand communication, it is convenient reason for purchasing. The average time spent by consumers in grocery is more than 10 min, there is a larger space for categories and wide ranges, the purchasing is planned and there is disposal time for active/passive communication. In the store, sales personnel can generate brand awareness by bringing certain brands to consumers’ attention. Various sales promotion strategies, such as colorful price discount signs and end-of-aisle displays (a large stack of brand packages at the end of the supermarket aisle), draw consumers’ attention to brands. Also, shelf position and brand placement within the store can influence brand awareness. 

3.1. THE SELECTION OF TRADE CHANNELS

Every channel/outlet has different characteristics in terms of consumer profile’ size, volume and location. Various trade channels offer different in-store brand communication opportunities. The brand strategy should define which channels to focus on to optimize the effectiveness of the plan.

The marketer’s actions regarding in-store brand communication are:

· Working closely with brand and trade marketing teams to deliver in-store marketing strategies;

· Using in-store communications as part of consistent brand authorship messages;

· Using in-store communications to increase brand awareness in target consumers;

· Aligning in-store brand communications to specific channels and outlets;

· Evaluating the effectiveness of in-store brand communication strategies.

The understanding of the needs and behaviors of target consumers in an in-store environment underpins the development of effective communication strategies. The main goal is to use this understanding to build long term relationships – not necessarily to generate immediate sales. In-sore brand communication activities are part of the overall marketing strategy: the in-store strategy is part of the brand plan that is formulated each year. Cycle planning meeting is the ideal opportunity for the marketing team to discuss how best to implement the strategy. Some aspects like: channel specific brand strategy, prioritising drive brand styles and price communication need to be considered. The way brands are presented within an outlet can impact on the brands positioning and awareness when designing product displays it is important to consider the needs of the outlet and when permanent and semi-permanent communications match brand objectives and deliver the key messages about the brand. Image or thematic advertising that incorporates pack elements is the best method of building brand awareness and gaining attention for the brand.

4.   CONCLUSION

The in-store brand communication objective is to improve the impact of in-store investment on the behaviour of target consumers within the retail environment in regard to generate purchase, overall brand awareness and brand world perception for the key strategic brands. Today, retailers believe that there are many other factors than in-store brand communication which influence shopper behavior more than communication – service levels, environment, stock levels, shopper value perception, and so on. They remain unconvinced that communications can do much more than simply convincing shoppers through promotional messaging. For this reason, retailers today have stripped away a lot of the historical ‘cardboard’ in the interest of cleaning up the aisles for shoppers and making the shopping trip easier. They’re also reactive, not pro-active. They say ‘no’ to manufacturer communication initiatives, often as a matter of course, without necessarily having good reasons or having a reference point on how communication can and should be used differently, around different parts of the store, for different types of categories, and for different share brands within a category. Among the most important activities for supermarket retailers is the creation and marketing of store brands, also known as private label brands. Given the increasing quality-equivalence between national brands and store brands, they have become direct competitors, and their pricing decisions should take this into account. In most cases, national brands still possess some degree of pricing and market power over store brands. The user knows by the brand name the product quality and features to expect and the services that will be rendered, and this is worth extra money. A brand saves people time, and this is worth money. It’s a mistake to think that advertising builds the brand. Advertising only calls attention to the brand; it might even create brand interest and brand talk. In-store brand communication’s primary goal is to build a relationship with the brand and not necessarily to generate immediate sales. Marketing departments need to work as a team to drive effective in-store communication. It must be adapted for different channels and outlets if they are to be most effective.
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DEVELOPING STRATEGIC ORIENTATION FOR SMALL AND MEDIUM ENTERPRISES TOWARD BUILDING COMPETITIVE ADVANTAGE
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Abstract: We now live in an increasingly global age in which states are subjected to significant economic and political processes of change and therefore must find new ways to face the challenges ahead. The business environment is now more than ever prepared to face these challenges more strategically. The general framework created by the globalization process urges that companies nowadays rethink their usual ways of approaching the processes that lead to performance and emphasize a more strategic approach to gaining competitive advantage. 

Small and medium enterprises act as an important factor of boosting economic growth, therefore a lot of attention should be devoted to improving their overall performance, and, moreover, making them more competitive and even ‘the most competitive’ at a certain point in the future. It is not difficult to associate the concept of “competitive advantage” with small and medium enterprises, not if a long-term perspective is considered and strategic steps are carried out by creating an entrepreneurial culture that small and medium enterprises will be more open to, orientation towards an “innovation management” (outlining principles that include a more innovational approach to doing business) and also focusing on responsible entrepreneurship. Doing business in a more responsible manner can be the key to success in case of small and medium enterprises, now that companies realize the fact that it is highly important to develop a stakeholder-approach in order to achieve organizational performance.

Keywords: competitive advantage, entrepreneurship, innovation,  small and medium enterprises

1. Introduction
The environment in which small and medium enterprises(SMEs) operate is highly competitive and now they must face new challenges in order to stay active. However, they do characterize themselves through a high degree of flexibility which allows them to easily adapt to these changes that occur in the environment. Now more than ever it is required that a more strategic approach is reconfigured in order to increase their competitiveness and even obtain competitive advantage. Two aspects should be emphasized. On one hand, the promotion of the entrepreneurial spirit among SMEs, encouraging entrepreneurs to take risk and be willing to make changes so as to better suit the needs of the market and even serve those needs better than competitors, and in time obtain competitive advantage. On the other hand, there is innovation, crucial for increasing the competitiveness of the small and medium enterprises and therefore building a culture of innovation is very important for SMEs so as to be able to effectively compete in a dynamic environment.  

2. The role of small and medium enterprises in building a competitive European economy 
When European leaders met at the Lisbon summit in March 2000 they developed a new strategy, which came to be known as the Lisbon strategy, a strategy that would make Europe more dynamic and competitive. However, it seemed that the strategy’s goals were set much too high and moderate results came about, therefore, the strategy was relaunched in 2005, this time focusing more on the steps undertaken to reach the specific goals. At the moment, there are two important targets to be reached: total (public and private) investment of 3% of Europe’s GDP in research and development by 2010 and an employment rate (the proportion of Europe’s working age population in employment) of 70% by the same date.  
It is important to highlight the huge potential of SMEs to generate growth and employment. The strength of the economic recovery in Europe is larger than was expected last year: the EU’ s real Gross Domestic Product (GDP) grew by 3.0% in 2006 - the highest growth rate since the year 2000. This improvement was supported by an acceleration in both productivity and employment growth. Nearly all the new Member States and Member States with relatively low GDP per capita and productivity levels are catching up in terms of economic and productivity growth. Another important achievement is that the EU/USA productivity gap has started to diminish, as the labour productivity gap vis-a-vis the US shrank in 2006, after widening continuously over the last decade. This is significant, not least since more recent data, available only for manufacturing, confirm that this development continued in the first half of 2007. Raising the long–term economic growth potential by increasing productivity growth is one of the fundamental objectives of the renewed Lisbon strategy and an important response to the challenges of globalisation, ageing, the rapid pace of technological progress and the need to combat climate change.

Investment in R&D can significantly bring about an increase in productivity growth, especially if we take into account that the elements of the knowledge triangle, R&D, innovation and education and training, are well integrated, including as concerns the provision of scientific personnel. Also, stimulating entrepreneurship by easing the start and growth of companies as well as enhancing conditions for SMEs to use the potential of the Single Market allows new ideas to be transformed into value-added products and services and these to be traded internationally, with an important positive effect on productivity. Small and medium enterprises play a key role in the partnership for Growth and Jobs and nowadays emphasis should be placed on designing a strategic approach to make SMEs more competitive, with the help of strong partnership between the EU and Member States’ actions.   

3. Designing the two components towards a more strategic approach: entrepreneurship and innovation

The Oxford English Dictionary defines an entrepreneur as ‘a person who attempts to profit by risk and initiative’, therefore emphasizing the idea that the entrepreneur exposes a high degree of initiative and are prepared to take on a high degree of risk. Jean-Baptist Say, the French economist, said: “entrepreneurs shift economic resources from an area of lower productivity to an area of higher productivity and greater yield”. Translating this, would lead to affirming that entrepreneurs create value by exploiting some form of change, for example in technology, materials, prices and demographics. And there comes the connection to innovation as the innovation process is an essential tool for entrepreneurs. Change creates opportunities that they can exploit. At times, the change is created from the inside, they themselves create it and at other times they can exploit the changes in the external environment. However, in both cases, the focus should be on promoting ‘responsible entrepreneurship’. Responsible entrepreneurship means running a business in such a way as to enhance its positive contribution to society in the same time looking to minimize the negative impacts on people and environment. A survey which was conducted in 2001 by the European Observatory for SMEs showed that SMEs are involved in social responsible activities without being familiar with the CSR concept. However, for SMEs there is a significant support provided by the European Union towards encouraging the promotion of a “responsible entrepreneurship” among SMEs. At European level, the SME Key is an online support tool which comprises arguments for the ’business case’, a downloadable guide to assessing a company’s social responsibility and a database of SME responsible business practices. It is currently available in English, Spanish, Italian, Finnish and French (more language versions to follow). The SME Key has been developed by CSR Europe in conjunction with national partners and with the support of the European Commission. The COSORE project’s main aim is to raise the social responsibility in SMEs by developing methodologies and instruments based on the Siemens model and using an evaluation method based on the Balanced Score Card. The project is carried out by Siemens in conjunction with partners from Germany, Italy. Belgium and Portugal with the support of the European Commission.

The “Communication from the Commission: Raising productivity growth: key messages from the European Competitiveness Report 2007”, emphasizes the importance of paving the way towards a strategic approach in order to make SMEs more competitive, based on streamlining Community policy instruments, on improved synergies between policy areas and on a genuine partnership between the EU and Member States’ actions. Now, more than ever, it is crucial to have in mind the most important, the three key elements to providing a strategic approach to help SMEs become more competitive. Innovation is a key determinant of the firm’s competitiveness and therefore, small and medium enterprises should focus on developing a culture of innovation. It is highly important at this point for SMEs to acknowledge the role of innovation in what concerns their development and capability to generate new jobs and place innovation at the core of their business strategy. Research and development is a key area and the European Union is fully aware of that and undertakes important steps and measures to encourage and involve SMEs in developing research and development activities. 

On 18 December 2006, the Council adopted decisions establishing the Seventh Framework Programme of the European Community (EC) for research and technological development for the period 2007 to 2013, and the FP7 for nuclear research activities (Euratom) for 2007 to 2011. The first Competitiveness and Innovation Framework Programme (CIP) is a coherent and integrated response to the objectives of the reinvigorated Lisbon growth and jobs strategy. CIP helps enterprises grow and innovate by: 

· supporting private equity and loan guarantee schemes; 

· providing SMEs with clear and efficient information and advice via the business support networks, building on today's Euro Info Centres (EICs) and Innovation Relay Centres (IRCs); 

· improving the conditions for innovation by supporting exchanges of best practices, networking and analysis, with particular emphasis on eco-innovation; 

· stimulating the new converging markets for electronic networks, media content and digital technologies; 

· encouraging the wider uptake of new and renewable energies and promoting energy efficiency. 

The CIP and Seventh Framework Programme (FP7) are complementary, and both run from 2007-2013. CIP provides SMEs with a local access point for information and advice on European programmes (especially FP7), single market issues, European regulations and innovation actions. According to the European Innovation Scoreboard 2007, the innovation gap between the EU and its two main competitors, the US and Japan, has been decreasing but remains significant.  An important aspect is that services are becoming more and more important as the major contributor to GDP and employment in the European economies and innovation policies should be developed so as to improve the innovative capabilities of service firms. Another important aspect is that beyond GDP, differences in social capital and technology flows are the most appropriate to explain differing levels of innovation performance.  An analysis on European innovative firms shows that half of these innovate without doing any R&D, through organizational or marketing innovations as for example.
4. Small and medium enterprises and competitive advantage

Fortunately for smaller companies, larger ones are often very vulnerable. Because of the large investments made, they tend to be inflexible as related to changing customer preferences therefore resulting standardized products and services. On the other hand, we have small and medium enterprises that developed a strong ability to adapt and be flexible in respect to the changes that occur, both internal and external.  Therefore , it is important for small and medium enterprises to understand which are the weaknesses of large companies, which are the strong points of SMEs and how can these weaknesses be exploit so as to be able to gain a competitive advantage over large companies. 

The government needs to devise a policy that encourages the SME sector to invest in R&D and create a modernization fund to enable them to enhance their capacities, provide for sustained growth and remain globally competitive. SMEs have limited access to capital, human resources and technology. Hence, steps should be taken to ensure greater credit flow through cluster-based financing for the fund-starved sector, to set up an SME intelligence centre or information exchange, which will act as a one-stop source for SME-related information, provide basic physical and economic infrastructure, and nurture human resources potential by enhancing their productivity. 

A link between competitive advantage and human resources management in small and medium enterprises could also be investigated. The importance of human capital is extremely important and investing in human capital in order to improve the performance can be strongly linked to gaining competitive advantage on the long-term. The employees are the most important assets of a company and they should be treated accordingly taking into consideration that investing in human capital will bring benefits to the firm in the future, such as, for example, being able to not only seize opportunities in the environment but also ability to capitalize upon them (referring to entrepreneurship) 

5. Conclusions

The general framework created by the globalization process urges that companies nowadays rethink their usual ways of approaching the processes that lead to performance and emphasize a more strategic approach to gaining competitive advantage. European companies - in particular SMEs - face increasing competition not only for sales, but also for technical know-how and skills. What is truly needed at the moment is to build a dynamic culture of innovation among small and medium enterprises, as well as encouraging the spirit of entrepreneurship. Focusing on the people and investing more in their development and skills is of great importance to creating a culture of innovation by creating awareness and encouraging the creativity of employees. Also, at educational level, an emphasis should be placed on encouraging entrepreneurship by explaining the steps and benefits of setting-up a business in order to develop future entrepreneurs, future ‘responsible entrepreneurs’. 
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ACHIEVING DYNAMIC COMPETITIVENESS THROUGH CREATIVE MARKETING STRATEGIES
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Abstract: Creative strategies are the ones that identify new and better ways of uniquely offering the target customers what they want or need. A business can achieve competitive advantage if it chooses a marketing strategy that sets the business apart from anyone else. Just doing what is typical may not give a firm any competitive advantage. 

The vital ingredient in a truly creative strategy is to strive continually to discover new and better ways to add value for your customers. Developing a creative strategy requires avoiding some common mistakes (like missing the target, delusion, indolence, lack of focus, lacking knowledge or awareness) which occur over and over and can make a business fail to develop and implement strategy that creates value to the customers.
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1.   INTRODUCTION

Marketing reality implies a growing engagement in accepting the creative thinking challenge, progressing through knowledge and understanding towards mutual confidence, converting emotions into agreements and the relation based on these agreements into a loyal and emotionally connected one, for a certain period of time. This assumes to acknowledge the strategic relationship desired by the client, focusing on the targeted client and adjusting the offer to his/her demands so that he/she will resist to competition’s offers (Purcarea, 2006). In today’s economy, being successful requires developing strategies that attract and retain customers over the long term. With the continued growth of new competitors and the increasingly knowledgeable and demanding consumer, achieving customer retention represents an absolute imperative for companies.

In 2004, the American Marketing Association unveiled a new definition of marketing: “marketing is an organizational function and a set of processes for creating, communicating, and delivering value to customers and for managing customer relationships in ways that benefit the organization and its stakeholders”. Getting loyal customers requires for the service companies to apply adequate marketing strategies like: improving service quality; improving service differentiation confronted to competition services/offer, distribution, and image differentiation; increase service productivity; motivate the personnel to better serve the clients etc. It is well known that the strategies built on consumers’ feedback have more chances of success than the ones based on managerial intuition. It’s a real challenge to any marketer to find out why the customer choses a service or another. Because there is always a certain dynamic of the selection, depending on the analized market structure, on company’s positioning on the market (image, marketing communications) and on product and service development. Only balancing some factors – such as: needs, brand image, price, product or service availability, experiences – in a comprehensive evaluation process, determins consumer’s decision to request a specific product or service. Defining and implementing a rock solid marketing strategy is probably the single most important factor that will contribute to the long term success of any firm, although most organizations don’t have one. Only businesses that do have the vision to create a dynamic, customer-oriented marketing strategy, and also the determination to put it into practice, will achieve the competitive advantage. It is these businesses that will have a real opportunity to do something special and set them apart from their competitors (Ratiu, 2007). 

2.   PREMISSES TO DEVELOP A CREATIVE MARKETING STRATEGY

An efficient marketing strategy involves choosing a realistic and ambitious goal that you think your business can achieve on a sustainable basis. It is a difficult job to develop and maintain a match between an organization’s resources and its market opportunities. The marketing manager is responsible for developing a workable blend by integrating the firm’s efforts into a coordinated whole that makes effective use of the firm’s resources and guides it toward its objectives. The business world is a fast-moving one and the pace of change can at times seem bewildering. The environment in which the firm operates is changing all the time and there are many different factors that influence it. Identifying opportunities for the firm is the start point for developing an efficient strategy. There are continual changes in the market, the customers’ needs and preferences, the technology, the sales channels, and the way of products or services delivery. The most important changes and trends that affect marketing strategy planning refer to: communication technology; role of computerization; marketing research; demographic patterns; business and organizational customers; product area; channels and logistic; sales promotion; personal selling; mass selling; pricing; international marketing. It is obvious that most of these changes are having a positive effect on how marketers serve the customers. These changes can bring threats to the business, but they will undoubtedly, bring opportunities. It is important that the marketing managers regularly try to analyze the way in which the firm currently operates and think about the factors that may promote change. They also should try to identify threats and make sure they are prepared for them. It is also important that the marketers take advantage of the many opportunities that arise and make the best of them. 

A good strategy planning needs to focus on a specific target market and a marketing mix to meet its needs and expectations. Marketing managers must constantly evaluate their strategies to be sure they are not being left in the dust by the competitors who see new and better ways of doing things. But most managers fail to see or plan for needed changes. They are afraid to do anything different in order to discover better ways to provide greater value to the customers. But a firm can’t always wait until a problem becomes completely obvious to do something about it. When customers move on the profits disappear, it may be too late to solve the problem. Marketing managers who take the lead in finding innovative new markets and approaches get competitive advantage (Ferrel and Hartline, 2008). Most organizations will be able to say that there are many new opportunities for them. The most difficult thing is to identify those opportunities that have realistic potential. Marketing managers must decide if the opportunity selected is really the one that will have the greatest impact on the business in the future. The needs of the market change continually. Trends can be influenced by technology, fashion, lifestyle, and the economy as a whole. No business can avoid these effects. It is necessary to identify the trends that are affecting the business now and over the next 12 months, then to find out the opportunities those trends will create, as well as the threats they may pose. The marketing managers have to think how to prepare the firm to adapt its products, prices, marketing methods, sales channels or overall customer experience in order to make the most of these opportunities. Profiling the target market is an important step for developing the right marketing strategy. Before the firm can realistically or effectively applies the right marketing strategy, it is necessary to find the answer two vital questions: “what the target market is and what does the target market want or expect that this business can provide?”. Without precise answer to these questions the marketing managers won’t be able to define a creative marketing strategy or put in place an effective marketing plan. It is necessary for any business to understand accurately the needs of its target customers, in terms of knowing enough about them and gathering sufficient information about what they really want and expect. Without this precise understanding the firm’s efforts won’t be effective and its strategy won’t be a successful one. The fist job when profiling a target market is to be able to identify precisely who the firm’s audience is. The marketing manager must find out the answers to the following questions: “which are the characteristics of the target prospects?”; “which clients currently spend the most in the firm?”; “Why do they do this? ”. A precision-driven marketing approach (that refers to a high-quality list of prospective clients) will prove far more productive and profitable than an untargeted approach to generate sales. Quality of prospects, based on the understanding, knowledge and careful profiling of the customers and their needs, will massively increase the firm’s ability to convert them into sales.

The main firm’s objective should be to concentrate the marketing on those groups of people, business or existing customers who are most likely to buy its products or services. Doing this in the most profitable way takes experience, but ones these target groups of people or businesses have been identified, the firm will have completed the first step in profiling its market. There are some important conditions that must be fulfilled for profiling the target market and developing the right marketing strategy: pinpointing what the customers and prospects need or expect from the firm; speaking to target customers before developing the marketing strategy; double checking that the marketing message is right for the target market; checking that the list of prospects is as precise as possible; insuring that the firm is giving them what they want. 

3.   NECESSARY STEPS IN DEVELOPING A CREATIVE MARKETING STRATEGY

The vast majority of firms in all economic sectors do not have a creative strategy. They market themselves in the same way as their competitors. They use supply/driven marketing messages based on product features; they design unfathomable websites; they create bland straplines and statements about what their business does. They do this because it is easy. Firms also do this because their managers/owners know their products and services better than anyone else; as a result, they promote themselves in terms that they understand, but that their customers don’t. They also do it because they look at what their competitors are doing and fall into the trap of doing the same things. Instead, what they should do doing this differentiating themselves by creating a unique, accessible proposition that gives them a real competitive advantage. A number of key factors can help the marketing managers in developing a creative marketing strategy. It is very important to know exactly who the customers or target prospects are and where they are located; what these people want and need, why they need it, how they need, and when they need it. The firm will have to be confident enough to develop or create a unique selling proposition that it can offer to fulfil the customers’ needs and expectations. Then the proposition must be tested on the target market. The marketing manager should only attempt to implement the strategy fully when he is absolutely sure that the unique selling proposition is right. The next marketing manager’s task is to make sure that the unique selling proposition (USP) is articulated in all of the marketing messages, campaigns, and sales channels. It is important that marketing manager recognize when the proposition is working so that he can then market it fast and aggressively in the sector – only in this way will the firm achieve an unassailable lead over the competitors. Today, market conditions change at bewildering speed. Any number of factors can play a part in this, including technology, customers’ tastes, fashions, trends, media influences, and so on. The business will survive in the 21st century, only if the target market is chosen in the right way. It is also important to focus everything the business does on providing unique value and benefits to meet the needs of that chosen market and it’s necessary to do this better than the competitors. Then the business and the marketing strategy cannot stand still. The vital ingredient in a truly dynamic (creative) strategy is to strive continually to discover new and better ways to add value for your customers.

Every single time the marketing manager puts the strategy into action, he will also learn something new about the customers’ needs, and whether the proposition is right for them. The implementation of the marketing should be a continuous process of creating a proposition to satisfy the customers, testing it and learning from it. The marketing manager can learn from it by recognizing what is right and doing more of it, or changing what is wrong as soon as he realize it isn’t working. In order to have creative strategy, firms should avoid some common mistakes (like missing the target, delusion, indolence, lack of focus, lacking knowledge or awareness, groupthink, dissociation, oversimplification) which occur over and over and can make a business fail to develop and implement strategy that creates value to the customers. Some of the mistakes regarding how people behave and make decisions are a result of who we are as human beings. The reasons why people and companies repeatedly commit these mistakes include human nature, over-learning, and attempting to demonstrate a virtue at the wrong time. Human nature causes each person to have inclinations including a comfort zone inclination of doing what is comfortable instead of what needs to be done; inclinations in perceptions which make every person to see the same facts differently when viewed through the lenses of his or her own life experience. We all suffer from some errors in our reasoning and we all want to be included in a group. A reason that many mistakes appear is that they are justified as qualities or capacities and are the result of overlearning or overreacting. Several of the mistakes mentioned above are actually opposites of each other (dissociation is the opposite of groupthink, delusion is the opposite of oversimplification). In reaction to a negative behavior or experience, or based on the fear of committing one mistake, a person or a company, doing what is believed to be the correct and virtuous thing, simply goes to far in the opposite direction. For example, a company which has previously committed the error of groupthink, where everyone thinks the same, may encourage active dissent and in the process can go too far, resulting in the sin of dissociation where none of the team is on the same page. Or, an organization fearing delusion and complexity could resort to oversimplification instead. The key learning in analyzing these common strategy mistakes is that what may be correct behavior at one moment can go too far, or may not be appropriate in another situation, resulting in commission of an important error of strategy. Thus, whether a behavior is virtuous or incorrect is based on the extent, the situation and the right timing. To avoid repeatedly committed mistakes, an organization must develop the right purpose and perspective, defining the right goals, and characterizing the problem correctly. Thus, must overcome incognizance, to create awareness and perspective. We consider that avoiding these mistakes starts at the beginning of the strategy development process by getting the right people involved, having the right kinds of conversations and exhibiting the right behaviors. An important step is to take the time up front in the initiation of the strategy development process to openly discuss incognizance (lack of awareness) and to identify any other potential mistakes which could hinder strategy development and execution. Only through discussing and addressing these problems they can be avoided. In addition, becoming more performing involves tailoring the approach used, as well as the people, processes, and tools, to fit the specific problem being solved. Thus, it becomes obvious that creative marketing strategy requires cognizance, creating perspective, good processes, involvement, and roles.

4.   CONCLUSIONS


Creative strategies are the ones that identify new and better ways of uniquely offering the target customers what they want or need. A business can achieve competitive advantage if it chooses a marketing strategy that sets the business apart from anyone else. Just doing what is typical may not give a firm any competitive advantage. In order to complete satisfy consumers’ needs, it is necessary to acquire marketing abilities and to understand them, to identify their wishes and needs, and to build the confidence. Changes inside the business world require indeed a sense of direction, acting at the right time, and now – in the context where the high quality of products and services, responding to customers’ needs, represent a recognized priority for the European citizens – the time has come to resort to marketing as a new method to identify innovation opportunities in products and services delivery. Only a creative, dynamic marketing strategy can help companies to survive the knowledge economy, this being able to offer an efficient answer to dynamic customer requirements.
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INTERNAL MARKETING – THE SOLUTION FOR TODAY’S EMPLOYERS IN IT
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Abstract: The Romanian IT sector is strongly affected by the job-hopping, correlated with an augmentation of employees’ capacity of negotiation. In response to that, the efforts of the Romanian IT companies focus mainly on recruitment which, on the contrary, works as a catalyst for the migration of personnel and does not lead to gaining employees’ loyalty. In this context, the solution that might be adopted by the IT employers consists in a process of internal marketing. By the means of this paper, we propose a novelty model for adopting internal marketing within an IT company in the Romanian market. Methodology: We used desk and field research and a qualitative approach at a company level, the main instruments being the interview and observation. 
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1. INTRODUCTION 

There are many articles and studies regarding the consistent and important efforts of contemporary companies to gain satisfied and loyal customers. In fact, the target consists of “external customers”, the “internal” ones being neglected.  Our question is if there is another dimension of the concept of internal marketing, which can be linked with companies’ efforts to attract the best employees, to retain them and to maintain an employer brand. These tasks are very common in the present, especially in the most competitive markets, such as the IT sector in Romania. The practical application of our answer (a novelty model for adopting the internal marketing) is illustrated in one company case example, from the Romanian IT sector. This is an offshore software company (like almost all software firms from the Romanian IT sector) and a successful one. 

2. INTERNAL MARKETING AND EMPLOYER BRAND

The concept of internal marketing developed in the late 1970’s (Halal in Varey and Lewis, 2000), being related at its origins with the domain of services (Gummesson in Varey and Lewis, 2000). There are many definitions of internal marketing, each author emphasizing a certain dimension of the concept and relating it to a particular aspect. For example, Manfred Bruhn speaks about three different dimensions of internal marketing: internal marketing as a maxim (which defines a consistent orientation of all decisions from an employee perspective), internal marketing as a method (applying the marketing mix within the organization) and internal marketing as change relationship (according to which customer satisfaction and employee satisfaction are conditioned one by the other) (Bruhn, 2001). According to Kotler, internal marketing is seen as the task of hiring people that are able and desirable to serve customers well (Kotler, 2000). We, on the other hand, consider these opinions to be limited by stating that internal marketing is just a means to having satisfied customers and we believe that internal marketing has an intrinsic purpose, which could be raising employee retention (in an economy more and more affected by the fluctuation of personnel), attracting the best employees (in the fight for talent) or, most importantly, creating and maintaining an employer brand. Employer brand can be defined as the sum of what the internal costumers – staff, ex-staff and potential staff – think of the organization as a working place (Gheorghe, 2007). So, the simplest definition of internal marketing would be, from our perspective, that of considering the actual and potential employees as customers, in the sense of identifying and satisfying their needs and desires. In practice, we can find internal marketing ranging from simple initiatives (like organizing team buildings for employees) to more sophisticated approaches (meaning tactical initiatives like the one mentioned above, doubled by declarations, value propositions or an entire employee-oriented philosophy). In the second situation, internal marketing could be seen as a long-term process that is part of the organizational culture. We consider that internal marketing and employer branding are two concepts that are more related than it has been revealed by the literature so far. The first argument would be that big companies, which aim at building an employer brand, have more resources to conduct internal marketing programs. Also, they operate in more competitive markets, which mean that they are more urged to possess the best employees and the best brands (the employer brand being a part of the whole corporate brand). 

We conclude by noting that we consider internal marketing to be a marketing concept that is not used by the contemporary firms at its real potential. Although each organization’s core is based on the people of whom it consists (thus adopting internal marketing is justified practically in every organization), we believe that there are some particular markets or sectors that, by their characteristics, are even more susceptible to adopting internal marketing. We consider this to be the case of those sectors in which competition between companies is higher within the labour market than within the consumer market, an example of such a sector being the IT sector and, in particular, software development. 

3. THE ROMANIAN IT SECTOR TODAY

Romania is considered to be one of the most attractive emerging markets in the IT industry, due to a series of factors, such as: availability of skilled workers at competitive costs, proximity to European markets, good technical education, amelioration of IT infrastructure and legal system etc., according to a Gartner 2007 analysis of Romania as a location for offshore IT services. The study included Romania in the top 30 most attractive countries for IT off-shoring worldwide (von Uechtritz, Marriot et al, 2007). It is worthwhile mentioning in this context that in 2005 about 97% of the Romanian software industry was represented by outsourcing services and only 3% of the products and solutions developed were under Romanian intellectual property (ANIS, 2005). In this context, it is obvious that the Romanian IT companies “sell” people, not products. The IT workers are aware that they are the only valuable resource in the production process, and that is why they level in a particular way with their employers, having a considerable power of negotiation by comparison to other workforce categories. That explains the consistent salaries in the sector, which become more and more comparable to those in Western Europe and the fluctuation of personnel that affects the IT companies. Aiming at more and more consistent rewards, the IT specialists migrate from one company to another, demanding an ever bigger salary than the one had before, leading to what is called “the job-hopping phenomenon”. Thus, the average period spent by a Romanian programmer as the employee of one company is of two years, whereas the same period is of five years for a German programmer (Filip and Ilie, 2007). The Romanian IT firms are in search of solutions to reduce the effects of the job-hopping, a great deal of their efforts being invested in recruitment. They recruit all year long in a variety of mediums (websites, Career Fairs, networking etc.), not being aware of the fact that recruitment does not lead to gaining employees’ loyalty and, on the contrary, it provides the conditions for the migration of personnel, whereas they should focus on eliminating the causes of job-hopping.
4. CASE STUDY

Having analyzed the Romanian IT sector, we strongly believe that internal marketing could be a very useful concept for companies in their efforts for gaining employees’ loyalty and reducing job-hopping.  In this context, we propose a novelty model for adopting internal marketing within an IT company in Cluj-Napoca. It is a software outsourcing company that has a history of about ten years in Cluj-Napoca, numbering at this moment over two hundred and fifty employees. Moreover, it’s important to mention that the company has foreign ownership, which means that it is also an offshore software company. In this paper we will refer to this company as “Company A” (due to confidentiality reasons). The model that we propose for adopting internal marketing within Company A consists of four major steps, as it follows: Defining the fundamentals for adopting internal marketing; Analyzing the relevant market; Defining the internal marketing philosophy; Articulating the internal marketing orientation by the means of the internal marketing mix.
1. The fundamentals for adopting internal marketing within Company A refer to those particular aspects that, besides the fact that the company faces the same provocations as the entire IT sector, justify even more the adoption of internal marketing. We consider that even though Company A has a notable notoriety within the IT market and is a local brand in Cluj-Napoca and in Transylvania (it has branches in other towns in the region), it is worthwhile consolidating its employer brand. It would be the first IT company in its market to formally adopt internal marketing, which would lead to gaining a competitive advantage from this point of view.

2. The market analysis focuses on two different aspects: the internal client (staff and potential staff) and the competition. 

We consider that the internal target of Company A consists of programmers and testers of all levels of experience: entry-level, seniors and team leaders. They are all characterised by a profile compatible with the one of a large company (lack of flexibility, formal interactions etc.) and mainly those at the beginning of their career choose Company A for its prestige. Competition consists of a large number of companies with very similar profile in what concerns the number of employees, history on the market, diversity of technologies and services, international clients and presence in the recruitment mediums. The main results of an analyse of a number of four companies that are competitors to Company A (also located in Cluj-Napoca) are the followings: without any exception, they have an academic presence with programmes, internships and contests for technical students, which are a consistent part of their target market; they are all present in the main recruitment mediums (recruitment websites, Employment Fairs); they all state on their websites facilities offered to the internal clients (the most common are: teambuilding, medical care, optimum professional environment, lunch meal, specialisation courses). We couldn’t find something about the “soft” elements of these companies (what means teamwork within the company, how employees involve in decision-making etc.), so we conclude that it doesn’t exist or is not communicated any differential element between these companies (including Company A). So, we suggested positioning Company A as the human-oriented company.
3. In order to implement this positioning, we define two strategic elements, namely the mission of Company A: to offer to experimenting and beginning programmers the human, technological and informational base for finding the satisfaction and personal development they aim at and the vision of Company A: to become the most appreciated IT employer in Cluj-Napoca in the next five years.

4. Finally, the internal marketing mix we suggest consists in some tactical initiatives at four levels:

a) The product – we assimilate it to the job Company A offers. Regarding this, we suggested some changes concerning the soft elements of this company, which we consider to be unsatisfactory. Our proposal is to organize regularly focus groups and workspace reconfiguration (which at present isolates every programmer, without any visual contact with the others), in order to facilitate personal interaction between people. Also, we consider that it is necessary to create a new name of the HR department, like Peoples’ Department, in order to create the desired impact and to express the new dimension. We have also created a Unique Selling Proposition to communicate the image of the human-oriented company, such as: With us it’s all about people.

b) The price – as an element of the internal marketing mix is very subjective and the internal clients do not communicate it, especially the opportunity cost (which is very important, as it can be a reason for job-hopping). That is why we suggest conducting regular studies for identifying employees’ perceptions regarding the price they pay for working within Company A in order to define the “right” value of this price.

c) The distribution – it is assimilated to recruitment and we consider that, at the moment, this process is conducted correctly within Company A. Still, we suggest using in all recruitment mediums a video clip with images from inside the company and its people. This will communicate as realistic as possible what it means to be working within Company A and will raise the probability of attracting the appropriate candidates. 

d) The promotion – at present, promotion is an indirect effect of recruitment and not an activity in itself within Company A. We suggest beginning to control the process of modelling the company’s image by the means of some promotion initiatives: organizing an “open-doors day” to probate transparency in relation to general public and potential employees, in particular; creating a forum section within the company’s website to encourage informal communication and understand the employees by the means of their reactions to certain issues that are debated; creating presentation catalogues to be distributed inside relevant universities and IT stores to maintain awareness of Company A as an attractive IT employer in Cluj-Napoca.

In order to achieve the desired outcomes by adopting internal marketing within Company A, we consider that a formal structure must be created to coordinate this process. We suggest that this structure should be the HR department (the future People’s Department), and this entity should dispose of the personal marketing budget to implement the process. Also, it is essential that the top management of Company A understands and embraces the internal marketing orientation for the process to be successful. And, most importantly, everyone in the organization must be aware of the change and be a part of it, as each of them is a part of the value-creating process within Company A. 

5. CONCLUSIONS

We could conclude, from our desk research, that the concept of internal marketing can be seen from a different perspective than the usual one. This is that internal marketing has an intrinsic purpose, which could be seen as creating and maintaining an employer brand. Thus, we have brought some solid arguments to prove the existing relationship between internal marketing and employer branding. Starting up from the idea that the concept of internal marketing is not used by contemporary firms at its real potential, we have defined a novelty model for adopting the internal marketing as an instrument, which can be used to build an employer brand. From our field research, we could conclude that most of the companies from the Romanian IT sector make important efforts to gain employees’ loyalty and to reduce job-hopping. This was the reason that we applied our novelty model for adopting internal marketing in order to obtain employees’ loyalty and to reduce job-hopping within a software outsourcing company (Company A). In fact, we followed the four major steps of our model at the level of this company. So, there were arguments for adopting internal marketing within Company A. The analysis of the studied company’s market (both internal and external) showed up that there was an empty niche within the IT labor market that can be conquered by Company A, as the human-oriented company. We defined two strategic elements that could be adopted by Company A in order to occupy that niche: the mission and the vision. Finally we identified the content of the internal marketing mix at the level of Company A. Also we considered that there are other compulsory elements to adopt successfully the internal marketing within Company A, as: a formal structure to coordinate the whole process, a personal internal marketing budget, a top management who understands and embraces the internal marketing orientation and everybody’s awareness of the change and involvement in adopting the process.   
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Abstract: In the elaboration of this paper I started from the idea of increasing the importance of accounting information, in order to insure the survival, performance and durability of businesses in the context of the new challenges launched by globalization. The questions I tried answering are: Are the new characteristics of the economy influencing the perception of accounting information? Are these characteristics generating any new risks for the companies? How can these risks be attenuated? So I identified the risks derived from Romanian companies’ overall policies and tried to give viable solutions to decrease the degree of risk. In the near future, I consider the area of accounting information one of the most risking for the management system which becomes very vulnerable, both for CFOs and CEOs. Finally, I conclude that the risks identified on the Romanian market determine the reconsideration of financial-accounting information systems and generate new terms such as: accounting information entropy, accounting information system risk management, performing model of accounting information capitalization.
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1. INTRODUCTION

Nowadays economy is characterized by a substantial growth of the competition between enterprises. In order to cope with this rough competition, managers have to take correct strategic decisions, based on real information. Thus information becomes the essential element in obtaining a high productivity and competitiveness for companies, economic branches, national economies or even global economy in its whole. To this propose professor Bogdanoiu tried to identify in her research the risk as being a component of any activity, an uncertain component of financial decisions. She said that it’s not surprising that an important function of the financial system is the allocation of risk regarding to interest rate evolution, acts price, exchange rate or the price of certain goods etc. She also argued that the production process is also influenced by a series of factors of risks, risks which can be found in the process of projection and implementation of the new high technology, as well as the joining of production factors which means the organisation of work, production and leading (Bogdanoiu, 2008).

The problem of risk evaluation is a rather complex one. (GAO/AIMD, 1999). When a process of risk evaluation is started, it has to take into consideration more aspects at the same time. Among these aspects we must take into consideration: the importance of vulnerabilities in the disaster scenarios taken into discussion, the result being the discovery of a solution to reduce the resulted risks.  In these conditions the process of risk evaluation includes other elements such as: the identification of threats, the estimation of the probability of such threats to become real, the identification and scaling of value, the estimation of potential losses, the identification of efficient solutions to reduce risks from the point of view of costs, the documentation of results and development of action strategies. The first step is the evaluation of risks presupposes the identification of the latter. (Mazareanu, V. P., 2006). 

2.   SEEKING FOR A NEW PARADIGM

New challenges given to company management have shown how important and useful information is for the survival, performance and durability of groups. The difficulty of defining operations generated by the continuous phenomenon of development of companies, has determined the reconsideration of financial information systems and generated new terms, such as: company groups, consolidation perimeter, consolidation methods, consolidated financial statements (Potecea, Radneantu, 2008). The continuous development of large companies and industrial groups has determined growth in the degree of complexity of the information. At the fifth round table of the International Finance & Commodities Institute (IFCI), a group of select risk managers, accountants, risk takers and regulators tried to anticipate the new paradigm in order to asses the risk-management ability of financial companies. An investment banker talked of the "silo effect" - the compartmentalization, even at senior level, of areas that should be part of the integrated risk management system of the firm: accounting, market risk, credit risk, asset liability management (Shirreff, 1999). Companies need to persuade officials, shareholders, and their counterparties, that they can identify and manage their firm-wide risk, and that the risk-management culture extends to senior management. The most obvious place to disclose this is in their annual reports, although few firms give up to date information about the risks they run and how they manage them. Annual reports have the reputation of being rather marketing tools than databases: much weight is given to written explanations of risk - management approach and culture, accounts of scenario analysis and stress-testing. But there was some concern that too much information could lead to misinterpretation and panic.

3.   SEEKING FOR SOLUTIONS

In his PhD. research professor Mazareanu (Mazareanu, 2006) presents a series of elements we must take into consideration in order to make a successful evaluation:

· Conditions: the probable causes of risk;

· Consequences: the scenario we adopt in case the risk becomes real;

· Probability: the probability that the risk will appear (a simple scale from 1 to 2 or 1 to 5 will be used);

· Impact: the seriousness of the impact in case of risk appearance (a simple scale from 1 to 2 or 1 to 5 will be used);

· The risk exposure:  the multiplication of probability by the impact;

· The planning of response: how do we want to attenuate the identified risk;

· The contingency plan: the steps that must be done in case the risk becomes real/is materialized.

Further on I shall try to adapt the elements mentioned above to some of the most important risks generated by accountant reality:

a) The risk generated by not taking into consideration some intangible elements when making the balance sheet;

b) The risk of using inadequate soft and systems; 

c) The risk of using evaluation patterns that do not show the real value of intangible goods. 

a) The risk generated by not taking into consideration some intangible elements when making the balance sheet

Due to the fact that financial situations do not comprise intangible elements that generate added value (such as: alliances, intellectual capital, knowledge, etc) taking into consideration the fair value, it is possible that the market value of some companies be larger than its accountant value.  In these conditions can we talk about a real value of financial situations? Isn’t there a high risk of misleading those who use accountant information? How can we define the risk generated by this situation?   Accountancy cannot give an exact image of the immaterial assets a company detains, at least not yet. The evaluation criterion is based on the cost notion rather than on its economic value, given by up to date future cash flows. Patrik Epingard, specialist in immaterial assets at the French National Institute of Telecommunications, gives as example the case of an investor called Bouygues who purchased by 3 milliard francs a company whose assets had been evaluated at 300 million francs only. The difference in price was explained to be the immaterial assets that are the experience of the teams, the trust capital given by the efficacy of internal organization and the audience portfolio. 
Conditions - the non recognition and thereby the non registration of intangible elements that generate added value to the financial situation (intellectual capital, accounting information, alliances, etc)

Consequences - accounting cannot yet give a proper image of the immaterial assets of a company, and the present financial situations risk becoming useless as we reach a point where the market value of a company is higher than its accountant value.

Probability – 5; Impact – 5; The risk exposure – 5;
Planning of response – determining intangible assets for each company and creating financial-accountant criteria that would allow the recognition, evaluation and registering of the latter in the financial situations.

Contingency plan: modify the existing accountant normative; determine criteria by which we should establish the existence of intangible goods that must be included in the balance, specific to different markets; realizing or adapting evaluation models to the necessities of goods specific to modern economy; creating efficient methods of valorising intangible goods so as to create added value for companies.
b) The risk of using inadequate soft and systems

The introduction of new technologies determines major changes in the flux of accountant activities, a series of laborious procedures difficult to solve manually will thus be replaced by automatic procedures, this way the activity of the accountant will focus rather on the qualitative analysis and interpretation of results.  The existence of an IT system can bring damage to managerial systems used by companies as well as the modality of risk evaluation, the test performance and base procedures used in attaining the managerial objective. Ensuring a correlation between the IT support and the demands of the users will result in a growth of the information circulation and availability regarding the quality of giving and reporting results after the control process, which contributes to an increase in the quality of the decisional process.

Conditions - inappropriate systems or software of reflecting operations generated by the continuous development phenomenon of societies

Consequences - building decisional patterns based on the irrelevant information

Probability – 5; Impact – 5; The risk exposure – 5;
Planning of response – to create patterns that would bring value to the accounting information and the good management of knowledge based companies or adapting already existent models to the characteristics of nowadays economy.

Contingency plan - building a viable model of accounting information capitalization patterns based on the overall fluctuating information, processed at low costs, in order to bring information the highest relevancy for users adapted to knowledge based organizations, which: shows the actual situation of the organization, notifies the opportunities and risks related to organization policy, shows the strengths and weaknesses, makes adequate decisions in due time, controls the effects obtained.

c) The risk of using evaluation patterns that do not show the real value of intangible goods. 

Conditions - the use of evaluation models that do not reflect the real value of intangible goods.

Consequences - the under evaluation or over evaluation of strategic assets inside a company by certain interest groups outside or inside the company itself.

Probability – 5 ; Impact – 5; The risk exposure – 5;
Planning of response - the creation of the methods/models or adapting existing methods/models for the evaluation of intangible assets that would allow comparisons between companies.

Contingency plan: identify and analyze methods/models in specialized literature; establish the specific aspects regarding the structure, identification, measurement and accounting registering of intangible goods in the context of knowledge based economy; building an evaluation pattern of intangible assets; adapting the pattern/method to the specific of an intensively knowledge based company, testing it and making the necessary changes.
At an international level there have been several attempts to solve the so controversial problems of accounting registering of immaterial assets; Romania has concentrated on finding a harmony between the accountant rules and the Fifth Directive of the Economic European Community as well as the International Accounting Standards, by providing the Finance Minister Order no. 94/2001. However, even though this new regulation was thought to eliminate any difficulty in interpreting the assets and bring the concept the meaning the majority of countries recognize, it only brings contradiction, determined by the adopting in the same referential of two very different approaches: a continental juridical patrimonial one, already existent in our country,  and a British one, based in the prevalence of  the economic aspect over the juridical aspect, as well as an international approach. (Feleaga, 2006)

The Romanian Economical Mechanisms are from this point of view very rigid in implementing accounting concepts and principles. For us, the most acute problem would be applying international standards and European regulations as they are, by, obviously making the necessary adaptations resulting from laws (Dragan, 2007). The best example would be the enforcement of these standards in large companies, especially bancs and insurance companies. Their recorded success proves that the enforcement of standards is possible and moreover useful. A next step would be elaborating our own standards and normative, fit both to our needs and the specificity of the Romanian Economy. If the majority of elements that can be included among the immaterial assets are not reflected in the balance, the investments in such elements being included among expenses, than the profit of a company as well as its accountant value of shares are under evaluated due to the present accounting system. This is the reason why investors and managers find it practically impossible to (Lev, 2002):  

· Determine the rate of return on investment in immaterial assets and the modification of the efficiency in the company’s investment policy;
· Evaluate changes in the characteristics of immaterial investments; 

· Determine the immaterial capital of the company and the life duration of such elements.

The non recognition of immaterial elements as assets affects the quality of information provided by the accountant balance sheet, but the most serious damage would be its effect over the result. The problem of revising the normative is raised more and more often. Though there is a large utilization both of immaterial assets and research in this field, the problem of identifying and taking them into consideration from the point of view of accountancy, is far from being solved.
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Abstract: Competitiveness and competitive advantage are two concepts more and more frequent in the economic literature, which is a normal response to the increased competition in the various markets. The most difficult task, especially for the micro economical level, is to find a specific set of indicators that can correctly measure the competitiveness level. Competitiveness is a controversial issue that requires continuous investigations that consider the permanent dynamics of the involved variables. This paper aims to present a possible model for analyzing competitiveness in the automotive market – synthesizing the main variables that have to be taken into consideration and attempting to quantify them, including the qualitative elements. Our paper also aims to compare different strategic alternatives to obtain competitiveness, with their advantages and disadvantages, by taking into account the present context, characterized, among other things, by an increase of the globalization process. 
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1.   introduction

Peter Drucker called the automobile industry as "the industry of industries".  Now being even more complex than at that moment, the automotive international industry and market are continually facing a series of challenges, especially as a result of globalization and increased competition. Higher safety  requirements and environmental commitments by the automotive industry have also contributed to a greater complexity. It is important to add that competitiveness on the automotive market is not related by the size of companies, but on the ability to create value. Preferences tend to become more unitary, by being oriented towards cars that have lower prices, that are ecological and have an acceptable quality. 

The main characteristics of the automotive international market are:
1. High diversity – because of the high diversity of products, the great number of transaction participants and the specific trade conditions. 
2. Rapid changes – these are clear by looking at the evolution of population tastes and and the one of international investments.

3. Mobility – regional areas in which various operations take place tend to increase.  

4. Changes in mentality – customers require more and more from producers, being more attentive to quality/price ratio and to safety and enviromental issues.

The dynamics of Romanian automotive market is  shown below:

Generally we can see a market increase together with an increase in competition, with many new-entered automotive brands able to satisfy a wide range of tastes for different customers. At present there are approximately 40 different brands and more than 1,000 different models for the imported vehicles.
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Figure 1. Dynamics of Romanian Automotive Market (dates adapted from the Statistical Automotive Bulletin – APIA, 1998-2007)

2.   Factors Influencing the Demand for New Vehicles

It is important that the analysis incorporate the impact of economic, social, technological and cultural factors that influence the automotive market. Actually, the main factors to analyze in order to evaluate the automotive market are the following:

· household income trends – it is important to underline the fact that an increase in household income leads not only to an increase of the market, but also to substantial changes in its structure; in Romania there are three main segments: less than 5,000 euros, between 5,000 and 12,000 euros and more than 12,000 euros and in the last period we can observe a decrease of the first segment combined with an increase of the third one.

· level of multiple vehicle ownership – in Romania for instance this level is quite low, especially as a result of economic factors;

· replacement demand - if vehicle ownership is high and relatively stable, most demand for new motor vehicles is replacement demand; when deciding to replace an old car with a new one people take into account the transportation services they get from the two vehicles, the costs associated with running them,  and of course the costs of buying and selling the cars; as vehicle ownership is not high in Romania and also because of cultural factors, the level of replacement demand is also quite low;

· traffic and infrastructure – this relationship is not so confirmed in Romania, where normally we would say that the conditions in traffic and infrastructure should discourage potential buyers, and there is no evidence of such a discouragement;

· price of oil – of course its increase leads to a demand oriented towards a reduced oil consumption (low cylinder capacity or diesel motors).

· national currency’s appreciation/depreciation – this factor explains for instance a considerable part of the increase in demand for vehicles in 2005, when prices were expressed in euros and the leu was appreciating;

· prices for public transportation services – even if the influence is quite low, it is clearly that there is a direct and positive relationship between these prices and the demand for vehicles;

· interests on credits – it can be observed that the higher interests on credits, the lower demand for cars and vice-versa;

· financial instruments (leasing, credit) – these instruments amount for more than 75% of the automotive sales and now leasing can be used also for acquiring second-hand cars;  
· product availability and diversified supply – new models have been launched on the Romanian market;

· vehicle prices and promotional offers – promotional offers generally appear under three forms: 
price reduction (i.e.: Renault); leasing reduction (i.e.: Fiat Albea, which reduced the total price and also accepted a smaller initial amount); free facilities (these are especially for the superior classes, premium, and it is possible to mean more than 2,000 euros; i.e.: Audi).

· investments in publicity and show-rooms – in 2006 there was a high increase in publicity for passenger vehicles, by 97.5%;

· level of markets’ saturation – there are a series of opportunities of exports’ expansion to Eastern and Central European countries and to countries from Asia and Latin America; Romania is one of them in Europe, because of an unsaturated market, especially for high-tech cars that offer passengers comfort and safety;   the vehicle population (or parc) has to be considered in terms of both absolute numbers as well as density (cars per 1,000 of population), the last one being a good element to take into consideration when predicting the evolution on the market; according to most observers, an unusually low concentration of automobiles per capita (approximately 200 cars per 1000 inhabitants) will continue to boost demand for automobiles in the years ahead;
· competition – although competition is always a threat, we have to mention that  its effect of reducing prices may be transformed into a strength for companies that can benefit from this element;  

· legal factors – unfortunately, the majority of these elements are threats, especially as a result of the lack of coherence;

· demographic factors – there is a force that reduces the demand for passenger vehicles – the population ageing in general and the fact that population decreases in the more developed countries and increases in the less developed ones, where there are many children in the same family and the income level does not allow acquiring a suitable car, etc. 

· technical and technological factors – the progress generally leads to the increase of products’ life cycle; if people change their car less often, demand is negatively influenced; on the other hand, the automotive industry is characterized by a rapid spread of know-how and rapid technological advances, which positively influence the demand; there is a considerable room for improvement in terms of the Romanian car industry’s R&D performance, as the national system is relatively small and outdated, and access to regional and international research networks is still difficult; yet, industry is beginning to make big investments in R&D. In June 2007, French auto manufacturer Renault announced that it plans to invest around 100 million euros over the next two years in Renault Technologies Romania (RTR), a regional engineering center. Companies need to permanently analyze market and competitors, in order to find the external threats that can affect them. By doing so, they can protect from these external threats. Companies also have to capitalize on the opportunities that appear.
3.   Key Success Factors on the Automotive Market

In order to measure competitiveness, we can use a model based on key success factors, on essential elements that customers are looking for. Each factor should be considered with a certain weight Ki (this will be the object of the next research and should lead to an econometric model, a regression able to explain the demand for a certain model and therefore to influence sales and profits. Then company and competitors receive a value Vi for each success factor, value that shows the competitiveness level, and therefore a final value for each company should be obtain by taking into account the associated weights.

Table 4 – Measuring competitiveness by taking into account the key success factors
	No.
	Key Success Factor
	Weight Ki
	Company
	Competitor x
	Competitor n

	
	
	
	Vi
	Ki(Vi
	Ni
	Ki•Vi
	Ni
	Ki•Vi

	1

2

3

4

5

6

7

8

9

10

11
	Brand

Price

Diversified supply

Comfort

Fiability

Consumption

Safety

Design

Other performances

Infomation

After-sale services
	
	
	
	
	
	
	

	Total
	1,00
	
	
	
	
	
	


1. Brand: Brand image and tradition are very important, especially for premium cars. For instance, Automobile Bavaria succeeded in ensuring a market percentage by enlarging the BMW offer, even if there is a narrow range of customers. 

The most recognized automotive brands wordwide and for parts of the world are the following: 
Table 5. Automotive brands with a strong image
	Rank
	Worldwide
	USA
	Europe
	Japan

	1
	Mercedes-Benz
	Crysler
	Mercedes-Benz
	Mercedes-Benz

	2
	Toyota
	BMW
	BMW
	BMW

	3
	Rolls-Royce
	Volkswagen
	Volkswagen
	Rolls-Royce

	4
	Honda
	Ford
	Porsche
	Hitachi

	5
	Ford
	Toyota
	Volvo
	Porsche

	6
	Volkswagen
	Rolls-Royce
	Rolls-Royce
	Honda

	7
	Porsche
	Mercedes-Benz
	Ford
	Mitsubishi

	8
	BMW
	
	Jaguar
	

	9
	
	
	Peugeut
	

	10
	
	
	Audi
	


Source: A.P.I.A.

Especially in mature markets, car companies will need to incorporate new technologies to attract consumers and generate growth. The BrandZ Ranking proves this: car brands that offered new designs, fuel efficiency, and green models did better than the competition with respect to brand value.

2. Price: Price decreases as a result of an intensified competition. In  Romania it is an essential key success factor and therefore a central element in publicity. In Romania there are many customers who prefer cars whose prices do not rise more than the psychological level of 10,000 euros.

3. Diversified supply: Most of the automotive manufacturers have tried and succeeded to difersify their supply. It is about reducing risk, as in the case of diverisfying financial investments. Thus companies increase their flexibility, they can adapt easier to new customers’ requirements. Diversification is ecounraged by the increased competition and by various possibilities of financing the acquisition of a car.

4. Comfort: It depends on the market segment we refer to, yet generally customers prefer family cars, with more interior space. 

5. Fiability: In many cases for customers this characteristics is driven by brand. 

6. Reduced consumption: The global tendency is towards reduced consumption vehicles. In Romania also we can observe this tendency, but with a lower intensity.  The explanation for this is the fact that in the last years the household income level has increased in Romania and therefore quite many customers have been oriented from reduced consumption to high performances (these customers would have been part of the same segment in tha past if they had had the necessary amounts).

7. Safety: Safety is an important element. Volkswagen Golf, for instance, is considered a safe car.

8. Design: There are many customers who consider design a very important element, which is in many cases associated with brand image. 

9. Other performances: Although written here as “others”, it is important not to underestimate them, because they are very important: acceleration, break, visibility, speed, etc.  They are generally reflected in price.

10. Information: Internet is a main source of information for customers. Thus the potential buyer has access to a wide range of  brands and models, as Web is global, it does not have traditional limits as show-rooms have and it is also cheaper for companies to administrate.

There are also other sources for  offering information: sponsoring a series of sport or cultural events, public relations, publicity, etc.

11. After-sale services: Customers are interested in warranty terms that represent for them the proof of fiability. Warranty periods  have increased considerably: Toyota has assumed responsibility for one million kilometers for its model, Corolla, and Ford has extended warranty to 4 years, without kilometers limit, for all its models. This way customers’ brand loyalty increases.

 Key success factors and especially their weights are not the same for different classes. For instance, for mini class success is ensured especially through: 1. price, 2. reduced consumption, 3. interior space. Smart Fortwo is very good with respect to consumption, yet it is quite expensive and has a very small interior space, for only two passengers and with a boot of 150 liters. For the small class the most important factors are the same, price is of course the central element, but researches showed that interior space is even more important than reduced consumption. With respect to competitiveness on international automotive market, it is important to emphasize the fact that there are factors that stimulate standardization (technical innovation, production scale economies, the need for economies in research and marketing expenses, countries’ brand image, the need to simplify management, tastes’ convergence for high-tech products)  and also factors that stimulate adaptation (characteristics of a certain market, geographical factors, household income level, the life-cycle stage of the product in different markets, intensity of competion, cultural and demographic factors) and all have to be considered when competing internationally.

4.   CONCLUSIONS

There are a series of elements that have to be considered in order to measure the competitiveness level and to formulate adequate strategies for each company.  Of course, these strategies will be different for different market segment (classes), where the involved elements have different weights. A competitive advantage has to be sustainable, which is not easy to be done, especially at the global level. Even if there are a series of advantages for an international brand, the temptation to imitate and the economic characteristics in different regions (i.e. China is cost-effective) can lead to considerable changes, which increases the importance of a competitive advantage that reflects a real differentiation, an additional benefit to customers, that competition cannot imitate. However, the automotive market has a strong demand for low-cost segment, which increases the importance of the cost competitive advantage and of strategies based on it.

REFERENCES

Bagu, C.; Deac, V., “Strategia firmei”, Editura Eficient, Bucuresti, 2000

Cartas, M., “Competitivitatea industriei auto europene”, Tribuna  Economica, v. 18, no. 23, p. 91-96, 2007
Carstea, Gh.; Deac, V.; Popa, I.; Podgoreanu, S., “Analiza strategica a mediului concurential”, Ed. Economica, Bucuresti, 2002

Constantinescu, D. A.; “Managementul afacerilor internationale”, Editura. Nationala, Bucuresti, 2000
Hitt, M.A., Hoskisson, R.E. and Kim, H., “International diversification: Effects on innovation and firm performance in product-diversified firms”, Academy of Management Journal, 40(4), p. 767-768, 1997

Kotler, Ph., “Managementul marketingului”, Editura Teora, Bucuresti, 2004
BRANDZ Top 100 Brand Ranking, 2008

http://www.apia.ro (Automotive Statistical Bulletin)
http://europa.eu.int/comm/enterprise/automotive/pagesbackground/competitiveness/

http://www.globalinsight.com/gcpath/AutomotiveMethodology.pdf

THE INDEX TRACKING STRATEGY USING COINTEGRATION

- EVIDENCE ON ROMANIAN STOCK MARKET -

Elena RADU

Romanian-American University Bucharest, Romania

Abstract: The purpose of this paper is to present a strategy of asset allocation that uses a statistical arbitrage method based on the concept of cointegration. This method can be applied on non-stationary data and has the advantage of using the whole set of information given by the financial variables. In this paper the cointegration approach is used for the construction of portfolios that can accurately follow an index. The paper is structured as follows: First, the price series of the equities are tested for stationarity and the level of integration is determined for each of them. Next, an index is constructed using price series with a similar level of integration and the existence of a cointegration relationship between the index and a part of its components is tested using the Engle – Granger methodology. In the last stage, several portfolios are constructed based on the cointegration relationship and the results are analyzed in order to identify the portfolios that follow the index accurate and have a potential for good yields.

Keywords: cointegration, index tracking, portfolio optimization

1.   INTRODUCTION

In our days financial markets have a strong dependent relation between them. Because of this property it is more difficult to build a well diversified portfolio and insure a good performance for a long period of time. One of the strategies used by hedge funds focuses on financial assets with a strong correlation and uses quantitative methods based on cointegration in order to build statistical arbitrage models. The opportunities given by statistical arbitrage have two main characteristics: a great persistency and more prevalence in financial markets. These opportunities are more persistent because the risk-free arbitrage is eliminated rapidly by the market activity and there are more prevalent because they can be used between different sets of assets and not for only a specific case.
Between the financial markets there are often strong links that can be operated by managers of portfolios for obtaining higher yields. To estimate the links between these markets, the concept of correlation is used very often. This measure however is relevant for short-term connections between assets and it offers no stable results over time. Portfolios’ structures obtained on the basis of asset correlation must be changed each time the correlation is changing, thus generating additional costs of rebalancing the portfolios. To avoid these costs it is necessary to use a measure of long-term relations, such as the concept of cointegration. This concept has the advantage that allows the application of least square regression and maximum likelihood for non-stationary data series.
This cointegration has proved to be useful for the common trends’ investigation of time series and can be used successfully to model the dynamics of a system, both long and short term. A comparison between the cointegration and the correlation shows that there is an advantage using cointegration, namely that it uses the whole set of information given by financial variables. The correlation is used and valid only for stationary data series and thus it is necessary for de-trending the financial variables before estimating this measure. Because of the process of de-trending, this procedure has the big disadvantage of loosing valuable information and as a consequence it cannot detect common trends in prices. The advantage of cointegration is represented by the fact that it can be explain the long – run behavior of cointegrated series, while the correlation is used only as a short – run measure (Alexander and Dimitriu, 2002). In the same time, the use of cointegration on long – run does not restrict the use of correlation on short – run.

As Carol Alexander (2001) mentioned, the cointegration and the correlation concepts are related, but in the same time they are different measures. A high correlation does not imply a high cointegration and vice versa.

2.   METHODOLOGY

This section of the paper presents the steps of the cointegration methodology that were followed in order to create the index tracking strategy. The first step was to test the existence of stationarity using ADF test. In order to test if a series data is stationary or if it is non–stationary several tests can be applied. One of the most popular tests for testing the existence of a unit root is the Dickey – Fuller test. This test is used more frequent then others tests, such as: Phillips and Perron test – based on Phillips Z-test (1987), or the Sargan – Bhargava CRDW test – based on Durbin – Watson statistic. The popularity of the Dickey – Fuller (DF) test is due to the simplicity and the general nature of the test. The ADF test was used in this paper in order to test if the data series were stationary or non – stationary. The existence of the stationary in the data series was tested in this paper, in level and in the first difference, for six data series. The second step in the index tracking strategy was to create an index, which contains all the six stocks. The index was build with an equal weight for each stock that it contains. Because the prices of the equities are not on the same scale, the impact of the returns of each stock on the return of the index would be disproportionate. In order to fix this problem, all data series were normalized before the index was constructed. After selecting the stocks and building the index, the next step was to construct portfolios that accurately track the index.
In order to construct portfolios that accurately track the index, the key aspect is the estimation of the correct portfolio structure. This aspect is resolved by estimating the weights of stocks in each portfolio. The estimation it is realized using OLS (ordinary least square) coefficients of the cointegration equation which regress the index price on the portfolio stocks prices over a given calibration period. 
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[image: image2.wmf]å

=

n

i

1

ci+1 * pi,t + εt 

The dependent variables such indext, which is presumed to be non-stationary, was estimated with OLS only because of the existence of cointegration relationship. In this case the residuals of equation mentioned above, are stationary only if the indext, and the tracking portfolio 
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The next step in the index tracking strategy was the application of Engle – Granger cointegration test for each portfolio constructed. The cointegration test was done using the ADF test and it was applied to the residuals of each cointegration regression in order to determine if there are stationary or not. The cointegrating ADF regression used for testing the residuals is the following one:

Δêt = α1êt-1 +
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The null hypothesis of the test is the absence of a cointegration relationship between variables.

The results of the ADF test on the residuals of the cointegration regression will be presented in the back tests section of the paper. Another important aspect that was analyzed in this paper was the tracking error. Tracking error represents the excess return of the tracking portfolio over the market index. This analysis is important because each portfolio tries to follow as good as possible the market index but the result is not perfect, and by studying this difference we can appreciate how good the performance of the portfolio is.

3.   DATA

The strategy described in the methodology section is applied to a series of six Romanian stocks that are traded on the Bucharest Stock Exchange and are part of the BET index. These six stocks were selected because they have a long time series with few missing values; they have high market liquidity and a high liquidity. 
The daily stock closing prices were downloaded from Bucharest Stock Exchange and the missing observations were replaced by the last closing price available (the previous value of the series or the next value if data, at the beginning of the series, is missing). The series data includes the stock prices from 03.01.2002 until 21.12.2007, and it has a total of 1483 observations.

The index was constructed by giving each stock an equal weight in the index and the price series of the equities were normalized. The reasons for constructing a different index and not using directly the BET index are: first, BET index uses the market capitalization of the stocks as a variable in determining the weight of each equity in the index. Second, the composition of BET index changed over time, and for some of the current stocks we do not have enough past data in order to estimate the cointegration relationships.

4.   BACK TEST AND RESULTS

In this part of the paper the results obtained for the index tracking strategy are presented and discussed.The first step was to test the stationarity of the data series. The ADF test is applied to identify the presence of a unit root and it starts with testing the null hypothesis H0 = 0 (the series data is stationary) against the alternative one H1 <0 (the series data is non – stationary). The ADF test was used in level and in the first difference in order to test the integration level of the six price series. The ADF test was applied with the number of lags set to zero and the results were interpreted at 5% significance level 
The null hypothesis H0 = 0 was tested against the alternative one H1 <0. The results of the test show that the null hypothesis can be rejected when the data series is tested in level. This leads to the conclusion that the price series is non – stationary. The results of ADF test are presented in the table no 1.

Table no. 1 – ADF test for stationarity (in level)

	
	ATB
	AZO
	BRD
	OLT
	SNP
	TLV

	H0
	False
	False
	False
	False
	False
	False

	pValue
	0.9945
	0.51255
	0.99203
	0.99081
	0.83937
	0.98024

	tStat
	2.257
	-0.38059
	2.126
	2.0611
	0.57152
	1.7327

	cValue
	-1.9416
	-1.9416
	-1.9416
	-1.9416
	-1.9416
	-1.9416


Next, the ADF test is applied on the first difference of the data series. In this case the results indicate that the series data is stationary, meaning that the null hypothesis H0 = 0 cannot be rejected at 5% confidence level. Based on these results we can conclude that the series data are integrated of order one and the Engle – Granger methodology can be applied in order to test the cointegration at the portfolio level. After the index was reconstructed, the cointegration relationship can be used in order to build portfolios that track the index.

The tracking portfolios were constructed, using calibration periods of three years, two years and one year. The rest of the time series was used for back-testing purposes. In the remaining period, the portfolios were rebalanced every ten days by reestimating the weights of the stocks in the portfolio using a rolling window equal to the initial calibration period (three years, two years and one year). This process was repeated for portfolios that include three, four and five stocks. At each rebalancing of each portfolio, the Engle – Granger cointegration test was applied. The cointegration test was done by using the ADF test on the residuals of each cointegration regression in order to determine if the new portfolio structure is based on a cointegration relationship or not.

The results of the cointegration tests indicate the fact that at some points in time the structure of the portfolios are not supported by a cointegration relationship. Based on these results it can be concluded that the portfolios with four stocks in their composition are not so well cointegrated with the index. However, the portfolios that contain three or five stocks and have one year of calibration are cointegrated with the index. The best results are given by a portfolio that contain three stocks and one year of calibration and a portfolio that contains five stocks and also one year of calibration.

The results of these portfolios can be seen in the figure no 1


[image: image5]
Fig no 1 – portfolios

The results of the tracking portfolios indicate that only some of the nine portfolios follow the market index very well. There are four portfolios that track the index very good. The statistics computed for the tracking errors (annual volatility, correlation, skewness and kurtosis) also confirm that the selected portfolios have the best results. As expected, the tracking errors of the portfolios with good results have small volatility and a low correlation with the market index returns.
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Fig. no. 2 – The best tracking portfolio

Portfolio from figure no 2 tracks the index very good and it also has the smallest volatility of the four selected portfolios and an annual standard deviation of only 14.81% yearly. In addition this portfolio has the tracking errors uncorrelated with the market returns.

5.   CONCLUSIONS

This paper presents a strategy of portfolio construction based on a cointegration procedure. This strategy represents an index tracking strategy, in which the portfolios are constructed to track the market index as good as possible.

For this strategy, nine portfolios were tested for a cointegration relationship with the market index using the Engle – Granger methodology. The results of this test showed that only four of the nine portfolios had a good performance in tracking the market index. The result of the analysis is not surprising if we take into consideration that the Romanian stock market can be classified as an emerging market.

Further research can be done in order to identify a stock selection method that gives better results. Research can also be done for the identification of a methodology that can help identify ex-ante the portfolios that have a good potential. Finally, the analysis could also be improved by taking into account longer data series and more stocks in the portfolios. 
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TRANSMISSION MECHANISM AS A DETERMINANT FACTOR OF THE MONETARY POLICY WORLDWIDE AND IN ROMANIA
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Abstract: One of the characteristics of the Central and Eastern European economies is the main role of the exchange rate as a transmission channel for the monetary policy. But, when the monetary unification will come to an end, this transmission mechanism will disappear, and the impact of the monetary policy will be launched by the interest rate and credit channel. 
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1. THE ROLE OF MONETARY TRANSMISSION IN THE ECONOMIC GROWTH 

The importance of the monetary policy, its systematic effects are in the contemporary economic science a fact proved and recognized. In the macroeconomic theory, there has been noticed that there are some factors regarding the monetary policy which have influences the economic growth. Due to the fact that through the monetary policy transmission mechanism it can influence the real economy activity's sector, in the practice of economically developed countries are made contemporary models of this mechanism in order to achieve the final objectives of the monetary policy, which can be: prices stability; economic growth; national currency internal and external stability; determining and keeping a certain level of inflation rate, etc. 
The transmission models used in the developed countries differ from those of the countries in transition by the fact that the first have more stable variables and connections and more independent with the activity of the economic agents comparing to the models of the countries in transition. In industrially developed countries, the elaboration of the monetary policy transmission mechanism is of a long term and it is the result of theoretical and empiric studies, and in the countries in transition this process is in a forming incipient phase. That is why, the transmission mechanism within the countries in transition has certain specific differences comparing to the mechanism of the developed countries regarding the way of influence over the economy. The transmission mechanism of the countries in transition depends on both national and international factors. An important role in this process have the conditions in which the monetary policy achieving strategy is made: possible inflation rate fluctuations; the character and level of development of the financial system; the international conjuncture of national financial system, etc. 
2. THE TRANSMISSION MECHANISM AND THE MONETARY POLICY REGIME

Analysing the transition period in Central and Eastern Europe countries, we can affirm that the macro economic stabilization schedules adopted and applied in these countries had as target keeping under control the inflationist evolutions, as a generalized control of the prices increase within the economy, without administrative interfering in their establishing.  
This process needs to insure a certain discipline level in the state budget plan and also in the one of increasing the monetary mass and economy credit, discipline that needs to be combined with registering progresses regarding the sustainability of the external balance of payments. By way of the similar problems with which they confronted, Central and Eastern Europe countries adopted different reform schedules, reason for which the economic stabilization process had registered different successes (Table 1). 

Table 1. Transition countries situation at the time the macrostabilization process started
	Country
	Ratios

	
	Beginning date of the program
	Inflation at that specific time
	Exchange rate regime adopted
	Maximum inflation

	
	
	
	
	Annual max. level
	Year

	Moldavia
	March 1993
	1770%
	Managed floating
	2806%
	1992

	Czech Republic
	January 1991
	46%
	Fix
	52%
	1991

	Poland
	January 1990
	1096%
	Fix
	640%
	1989

	Slovak Republic
	January 1991
	46%
	Fix
	58%
	1991

	Hungary
	March 1990
	26%
	Fix
	35%
	1990

	Romania
	October 1993
	314%
	Managed floating
	295%
	1993


Source: after Fisher S. and Sahay R., The transition economies after ten years, NBER, WP no. 7664, April 2000.

The direct inflation targeting regime: Many developed and in transition countries have adopted the direct inflation targeting regime because achieving the final objective of the monetary policy – prices stabilization, reflected in low and constant inflation rate is the main contribution that the monetary policy brings to the economic growth. That is why, no wonder the fact that the problem of existence and the character of the connection between inflation and economic growth is very present and it represents the subject of permanent debates between economists. The first countries that adopted the direct inflation aiming regime were the developed countries (New Zealand, Canada, Australia, Great Britain), characterized by low inflation rates. Step by step, this regime proved to be a viable monetary policy strategy and to the level of countries in transition, although their behavior and monetary parameters were very different. Thus, while Canada, Great Britain, Finland, Spain and Brazil had a 5% annual inflation rates or less, Czech Republic, Poland, Slovakia, Hungary and Romania were in the category of countries with 10% annual inflation rates. The direct inflation aiming regime had been adopted even by countries with higher inflation rates (20%), respectively Chile and Israel. It is essential the fact that, in all the cases, the inflation rate decreased after adopting the new monetary policy regime, confirming its efficiency (Table 2).   

Table 2. Inflation rate evolution in some countries that adopted inflation targeting regime
	Country
	Adoption year
	Inflation rate in the previous year
	Inflationist trend
	Final objective
	Time period

	Canada
	February 1991
	4,8%
	descending
	2-4%
	1995

	Israel
	January 1992
	18%
	descending
	1-3%
	2003

	Czech Republic
	December 1997
	10%
	descending
	2-4%
	2005

	Poland
	October 1998
	12,2%
	descending
	< 4%
	2003

	Hungary
	August 2001
	8,7%
	descending
	2-3%
	2004-2005

	Romania
	June 2005
	11,9%
	descending
	< 5%
	2006


Source: elaborated after central banks’ sites of those countries.

The direct inflation targeting regime had also been adopted by the European Central Bank for achieving the main European Union monetary policy objective – prices stability. This primary objective is reached through using economic indicators, which reflect the prices dynamics and the risks afferent to prices stabilization. 
A similar situation to the one of the European Union countries is also in Great Britain, where the main instrument through which the monetary policy affects the evolution of the economy is also the official interest rate, established by the Monetary Policy Committee and used by the Central Bank of England within the transactions on the monetary market. The decisions regarding the official interest rate affect the economic activity and the inflation through the monetary policy transmission channels. 
The interest rate targeting regime had been adopted by the monetary authorities in some countries such as: China, India, Peru, and Venezuela. For example, in China, the monetary authorities stipulate the interest rates on deposits. In other countries it is used the so called “recommended interest rate”, according to which there are settled deposits and credits interest rates, which can differ from the rates established on the inter banking market with a certain margin, established by the central bank. In India the monetary authorities establish the limits to deposit and certain types of credits interest rates, especially credits for export and the ones given for small business. Limits to the credits interest rates, especially the ones given to agriculture are established in Malayesia and Venezuela. The use of administrative stipulations of interest rates in countries in development also influence the financial assets prices level, such as bonds, simple stocks and mortgage bond papers. 
Despite the fact that within the last years there had been essential changes in the USA 's economy (it had increased the number of financial innovations, the way location constructions were financed, there had been diversified the investments' financing sources, etc.), FRS keeps the capacity to influence the overnight interest rate and the funds offer to commercial banks. This clearly shows us the financial market priority to the credit market in influencing the real economy. This is due to the existence of functioning features of the USA’s economy comparing to other countries' economy.      
Monetary aggregate targeting regime: In this moment the currency aggregate pointing regime is used in the ex URSS countries like: Azerbaijan, Uzbekistan, Tajikistan, Russia, Ukraine, Belarus, Moldavia but also by some countries that are in high development like Afghanistan, Pakistan, Nicaragua, Indonesia, and El-Salvador. In this regime, among the variables important for the economy evolution, the money have a conclusive role, because the trend of the currency aggregate evolution are presenting the information necessary with reference to a future prices dynamism and so, is used as an indicator for the monetary policy and the transmission mechanism.
The currency aggregates M2 and M3 contain the information about the trends of the price level medium and long term, but this relation can be influenced by some economic factors on a short term, this being one of the disadvantages of this regime. The growth rhythms of the currency aggregates don’t provide always firm signals regarding the future price increase rhythm.
Within this regime the central bank uses the monetary policy instruments like open market operations, REPO transactions to influence the monetary basis and of course the interest rate from the market. These, at their turn determine the money supply. The money supply growth takes to the increase of the loans given to the economic agents and population, which will stimulate the input and the investments and will take us to GDP increase.

In conclusion to the above exposed we can note the fact that the efficiency of the transmission channels of the monetary policy is determined and strongly influenced by the monetary policy regime adopted by the central authority of every country. From this reason it is very difficult or even impossible to elaborate a unique transmission mechanism which can be applied or functional in every economy.

3. TRANSMISSION CHANNELS MECHANISM IN ROMANIA

In Romania, in the last decade, in our opinion, the transmission mechanism of the monetary policy decision was represented by the interest rate channel, the exchange rate channel and inflation anticipation channel.

The interest rate channel was functioning through NBR influence of the interest rate practiced by the banks for loans and deposits trough monetary policy rate as a principal instrument in the direct inflation pointing strategy. This interest rate influence the savings, the consum and the investments from the economy with impact on GDP level and of the excess/ deficit of demand, reflected then in basis inflation (CORE inflation). This mechanism, although in continuous growth as efficiency in last years, it is still slow and its transmitted with long delays (till 4-8 trimesters). Also, the development level of the financial system is low, the bank  handling being still reduced (non-governmental credit representing 36.6% from GDP in 2007), although in accelerate growth in last years. In plus, the efficiency of the interest rate channel is limited also by the position of net debtor of NBR from bank system because of the structural liquidity excess which central bank must sterilize. This excess weekened in last period and we will probably arrive in a predictable future in situation of net creditor for NBR, typical position of the central bank in a developed country, which will leads us to the situation in which the banks are depending on the National Bank finances and will increase the efficiency of the interest rate channel.

The exchange rate channel was taking action rapidly, direct trough the impact on the import prices (including fuel) and on some foreign currency expressed prices and taxes., but also indirectly trough the impact of the demand excess(the wealth and balance effect). In central and east Europe we can notice a main role of the exchange rate channel in the monetary policy transmission mechanism, generated by an high commercial openness, the financial markets are still insufficiently developed and the capital influxes which grow the efficiency of this channel, bringing a rapid disinflation. In Romania also, this factors conduced to a high impact of the exchange rate on inflation, the exchange rate appreciation till the half of last year bringing a rapid disinflation (till an almost incredible minimum of the last 17 years, of only 3.7% annual inflation in March 2007). We estimate an appreciation of 15 of the exchange rate will take us to an inflation rate of almost 0.25% -0.3% in one year.

An inflation rate shock is acclimatized after 18 quarters (Ionela Costica, 2005). The inflation adjustment from the initial value is less than 0.1 % after 7 quarters. The output gap is adjusting with one quarter delay, and the maximum compression is of 0.13%. The shock is completely acclimatized in about 20 quarters. As a result of 1% inflation growth, the interest rate is growing, achieving the maximum level (with more than 1% above the initial level.) after two quarters from the shock generation. 

The growth of the output gap with 1% is leading to an inflation rate growth with 0.6% after 3 quarters from the shock registration. The interest rate reaction is higher than the one of the inflation at a positive shock in output gap. Depending of the reaction, the inflation rate growth – and the inflations forecasts – is compensated by the outputted gap reduction. The GDP gap is going under the former shock level as result of the interest rate growth. The central bank must assure, maintaining the inflation targeting strategy, the step by step nearness of the inflation rate with the compatibles levels, by fulfilling the Maastricht criterion regarding the stability of the prices. Once the lessened inflation was consolidated conducive conditions will be created for the sustainable fulfillment of the nominal convergence criterions regarding the long term interest rate and the exchange rate stability. 
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Abstract: This paper is aimed at analyzing the impact that the financial turmoil started in the US in 2007 affects the European economies in present and in future. The analysis comparatively examines the dynamics of GDP, inflation and economic growth in the emerging European countries, advanced European countries and the US. In order to prevent the negative consequences of the global financial crisis, restrictive monetary and fiscal policies may be applied. Issues about the recession and economic cycle are also approached here. The conclusions are mainly on the perspectives of growth and its consequences. 

Keywords: financial turmoil, economic growth, emergent economies, inequality

1. INTRODUCTION

In literature, economic growth is a fundamental concept, which is primarily concerned with the long term and is usually measured by the GDP per capita. The positive implications of economic growth are well known and some of them are linked to the reduction in the level of income inequality and global poverty, as is always suggested by the World Bank. But some economists argue that the economic growth always also generates negative consequences, such as: the gap between the richest in the world and the poorest increases; the non-renewable resources will be consumed sooner; economic growth creates artificial needs. While most of the positive implications of economic growth are largely accepted in the world, some negative aspects have been already confirmed by the empirical evidence. For example, income inequality has increased over years, the gap between the richest in the world and poorest becoming higher, despite of the global economic growth.

In our days, the statistics rely on the evidence above. There are concerns that the financial turmoil which has started in 2007 in the US could represent the start of a period of recession in the world economy. This recession has been compared with that of the period 1929-1933, and this has been mainly explained by the growth of the oil and real estate prices. The empirical evidence is unfortunately in line with this concern. After a period of time of continuous growth, the world economy is projected to slow to 4.4% at the end of 2008 and 4.2% in 2009, after 5.2% in 2007. Within this global picture, the emergent economies are important as they account for 60% of the world GDP growth. As a result of the US financial turbulence, the European economy is growing slowly and inflation has risen sharply. 

2. GLOBAL CONSEQUENCES OF THE SUBPRIME MORTGAGE CRISIS

In the world advanced economies, the economic growth decelerated toward the end of 2008, as a reaction of the decline of the US subprime mortgage market. At the end of 2007, the mortgage credit growth has already moderated in Europe and the general slowdown was in train before the onset of the crisis. This decline caused here the growth deceleration in the fourth quarter and early 2008. At the same time, the rate of inflation rose mostly due to the increase in the global commodity prices. As shown in the table, inflation is expected to rise in Europe in 2008 and then in 2009 to come down at about the same level as in 2007. On average, energy prices have increased by 70% in February 2008, while food has increased by 40%. This was determined by the strong demand growth especially in the emerging countries, combined with tight supply constraints.
Table 1. Inflation dynamics in Europe. Past data and predictions

	Countries
	CPI inflation (%)

	
	2006
	2007
	2008
	2009

	Advanced European economies
	2.2
	2.1
	2.7
	2.0

	Emerging European economies
	7.5
	7.5
	9.5
	6.8

	EU area
	2.2
	2.1
	2.8
	1.9

	Denmark
	1.9
	1.7
	2.3
	2.0

	Sweden
	1.5
	1.7
	2.8
	2.1

	Norway
	2.3
	0.8
	3.1
	2.6

	UK
	2.3
	2.3
	2.5
	2.1

	New EU countries
	3.3
	4.2
	5.8
	4.2

	Russia
	9.7
	9.0
	11.4
	8.4

	Turkey
	9.6
	8.8
	7.5
	4.5


Source: International Monetary Fund, World Economic Outlook, 2007

The sharp decreases in the house prices and the financial turbulence have leaded the US economy to the brink of recession in 2008. This may have serious consequences also on the European economies, as the US is an important trading partner for many European countries, such as Ireland and UK. In this sense, the historical evidence has proven that the financial links can represent a more important channel of transmission than trade. Therefore, 1 percentage point decline in US growth reduces growth in Europe by about ½ percentage point. Indirectly, the slowdown of growth in the European advanced economies could weaken growth in the emerging economies by ¼ percentage point. The spillovers may be even greater in case of a US recession (IMF, 2007 and 2008).
Figure 1. Dynamics of inflation in the Euro area




Source: Macroeconomic forecasts of the European Commission

The IMF analysts came at the conclusion that the financial crisis may reduce real growth in Europe by about ¾ percentage point in both 2008 and 2009 relative to a baseline without financial shocks. Still, there is a lot of uncertainty about the impact of the financial turbulence on growth. The crisis in the US is not over yet and some claim that the slowdown will be deeper, causing greater spillovers to the rest of the world. If the banks will continue to loss money, the credit will become more and more restrictive and this will have a negative impact on the economic growth. But the downward revision of global growth, which is projected to fall to 4.2% in 2009 from 4.4% in 2008 (European Commission, 2008), remains in line with its long term average.
At present, the house price booms represent a particular aspect of the global crisis. Some European countries have experienced a significant decline in the house prices this year, while in other countries the growth rates have come down. The most affected by this decline are Ireland, UK and Spain, because here the house prices have significantly increased over the past decade. Even so, the effect of house prices on consumption in very small in Europe, compared to the US because equity withdrawal is less prevalent in Europe. 
The financial turmoil is also deeply related to the imbalances in some of the countries with high external deficits and/ or external debt, because those countries are more exposed to the global crisis than the rest. In this category, Romania is definitely included, although it has not been affected yet by its negative consequences at a large scale, as it is the case of other countries at present.

Table 2. Real GDP growth in Europe. Evidence and predictions

	Countries
	Real GDP growth (%)

	
	2006
	2007
	2008
	2009

	Advanced European economies
	2.9
	2.8
	1.5
	1.4

	Emerging European economies
	7.0
	6.9
	5.5
	5.2

	EU area
	2.8
	2.6
	1.4
	1.2

	Denmark
	3.9
	1.8
	1.2
	0.5

	Sweden
	4.1
	2.6
	2.0
	1.7

	Norway
	2.5
	3.5
	3.1
	2.3

	UK
	2.9
	3.1
	1.6
	1.6

	New EU countries
	6.6
	6.2
	4.6
	4.3

	Russia
	7.4
	8.1
	6.8
	6.3

	Turkey
	6.9
	5.0
	4.0
	4.3


Source: International Monetary Fund, World Economic Outlook

At present, in Europe, as well as in the US, the monetary and fiscal policies are aimed at minimizing the effect of the financial crisis on the real economy and at ensuring financial stability. Fiscal sustainability and monetary policies targeting inflation are the main challenges under this global situation. This requirement is even more demanding for the emergent countries, which could be the most vulnerable to the global financial turmoil. 
When designing governmental policies, not only objectives, but also spillovers must be considered. Sometimes, as is the case now, the macroeconomic context is very complex: the financial environment is volatile at a global level; the inflationary pressure affects most of countries and the economic growth becomes more and more dangerous. In this context, in the emerging economies tighter monetary policy and greater fiscal restraints are required, combined with a flexible exchange rate management (when this is possible). This is not recommended for the advanced economies, where inflation expectation and labor costs are projected to remain well anchored. 

3. MACROECONOMIC CHALLENGES AND GROWTH PERSPECTIVES FOR THE EMERGENT ECONOMIES

Lately, in the emerging countries the fast growth (2000-2005) has been accomplished by rising current account deficits and high levels of external debt. As the increasing external imbalances are considered to be the most serious problem in these economies, the financial institutes, particularly the International Monetary Fund, recommend macroeconomic policies and structural reforms aimed at addressing the imbalances. The monetary and fiscal policies should be tightened to target the same objectives. The monetary policy plays an important role especially in those countries where the exchange rate stability continues to be a macroeconomic objective.     
Inflation is predicted to rise in the whole Europe, not only in the emerging economies. Some argue that this may be an effect of the increase and very high volatility in the level of oil prices. Oil prices are even more responsible with the rise of inflation in the emerging countries than in rest, because here they accounts for a higher proportion of the consumption basket. This evidence can be explained by the fact that in the emerging economies, food prices have a great proportion in the consumption basket. As oil prices are indirectly reflected into the food prices, which have dramatically increased in 2007 and 2008, they represent the most important cause of the inflation growth.
Last years, in the emergent countries, economic growth was higher than in other European countries, mainly due to a great increase in the domestic demand. In the same time, the current account deficit and inflation have sharply increased, in the context of the overheating economy. The most responsible with the inflationary pressures are food and energy. In some countries, such as Romania, the fiscal stimuli have caused additional pressure and wage increases over the real productivity. On short, this is the picture of the European emergent economies.
Since the early 2007 onwards, the economic activity moderated in number of countries like Turkey and Hungary, mostly due to the tightening of fiscal and monetary policies. In the same period, Estonia, Latvia and Lithuania had to face the decline of house prices due to the restrain of credit activity, which has substantially decelerated the economic growth. In September 2008 Lithuania officially announced the start of recession.
The GDP prospects for Romania indicate the slowing down of its growth rate from 7.9% in 2006 to 6% in 2007 and 2008, and then to only 5% in 2009 (Economic Forecast, 2008). It is also predicted that in the second half of 2008 and 2009, due to the rising commodity prices and tighter credit conditions, consumption and investments will stop growing. This may lead to the deceleration in the import level, which will affect the external imbalances and net borrowing situation. Inflation may also rise, as a consequence of higher than assumed wages and pensions increases. Despite the negative perspective of the international financial institutions on the Romania’s economic dynamics, the national financial institutions have a more optimistic prediction. In September 2008, the Romanian Commercial Bank for instance estimates that the economic growth in 2008 will be 8.3% and the annual inflation rate 6.2%.
In conclusion, it is hard to assess the way from financial turmoil to recession, especially when the financial crisis is not over yet. The financial crisis in 1929-1933 has been revealed that the start of recession gives certain signs such as the increase of oil and food prices. On the other side, according to the business cycle theory, a global economic recession may occur. Time will definitely clarify this issue.
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MEMORABLE CUSTOMER EXPERIENCE - A CONTINUOUS REVOLUTION IN THE SERVICE SECTOR

Monica Paula RATIU, Theodor PURCAREA

Romanian-American University Bucharest, Romania

Abstract: For the customer oriented companies, clients’ satisfaction represents a marketing objective and instrument, at the same time. Companies that wish to be successful – but also those which want to survive – need a new way of thinking: final success belongs to those which will put the customer in the centre of their activity, and will offer him a superior value. 

Our paper is focusing on the idea that services companies have to understand that the customer should be placed in the centre of all specific marketing operations. The brand message should reflect the focus on the client. The offered products and services must represent exactly the solutions that customers expect. The touchpoints with the clients must be well mastered in order to convince them to accept the proposed solutions. Services providers must be capable to look beyond customer’s behaviour or product and service acquisition.
Keywords: customer centricity, customer experience, customer interactions, Customer Experience Management, superior service value

1. 
INTRODUCTION

In the knowledge economy, cleverness and dynamism, innovation and technology are considered to be essential instruments (Popa, Purcarea et al, 2008, pp. 16). These challenges are affecting all marketing areas which must align to these changes and must use the essential instruments (cleverness, dynamism, innovation and technology), without that, the failure is sure (Popa, Purcarea et al, 2007, pp. 202). In order to completely satisfy services consumers’ needs, it is necessary to acquire marketing abilities and to understand the customers, to identify their wishes and needs, and to build their confidence and loyalty. If the consumer is satisfied with the provided service in relation with his expectations, he will become loyal to the service provider, who applied, in this case, adequate marketing strategies (improving service quality; improving service differentiation confronted to competition services/offer, distribution, and image differentiation; increase service productivity; motivate the personnel to better serve the clients etc). Customer satisfaction is the key to customer loyalty (customer retention). Fully satisfied customers are more likely to become loyal customers, even advocates for the firm and its products and services. Although firms put enormous amounts of money and effort into loyalty initiatives, they often are not successful in building true customer loyalty. The main ways in which firms can manage customer satisfaction and reach customer loyalty refer to: understand what can go wrong; focus on controllable issues; manage customer’s expectations; offer satisfaction guarantees; make it easy for the customers to complain; create relationship programs; make customer satisfaction measurement an ongoing priority.
Driven by today’s new business environment that includes advanced telecommunications, accelerated business globalization, increased automation, and rapid technology innovations, emphasis in the service sector has evolved from a traditional labor-based business to sources of innovations, collaboration, and value cocreation, driving the emergence of service-value networks at a pace never before seen in history (Spohrer and Riechen, 2006). It is obviously a trend that leading and competitive services are all remarkably delineated with information-driven, customer-centric, e-oriented, and satisfaction-focused characteristics. A variety of services enabled through service-value networks in the high value areas have been emerging recently, such as online information and knowledge service, IT outsourcing to post-sales training, on demand innovations consulting (e.g., work helping customers reengineer products, automate business processes, improve goods and services delivery efficiency, and design and deploy supportive IT systems). In evidence, IBM Global Consulting, Accentric, Google, eBay, Amazon, YouTube, Yahoo, and online distance education well represent these emerging services. Note that traditional services providers (e.g., UPS, Wal-Mart, etc.) are also transforming themselves into service-value networks. It is well understood that the quality of their provided services largely depends on very large–scale public information infrastructures and complex services systems in order to satisfy the diverse needs of worldwide customers.

2.   CUSTOMER SATISFACTION AND MEMORABLE CUSTOMER EXPERIENCE

As Peter Drucker remarked, three decades ago, the first objective for a company is to „create its own customer”. Customers will choose from the multitude of offers present on the market, the one that maximize the value in relation with the costs involved in searching the products, and with the limited mobility, knowledge and income they posess. As a consequence, customers will appreciate if the offer will reach the expected value level, which will influence the satisfaction and the probability to buy in the future. Companies have to understand that the customer should be placed in the centre of all specific marketing operations. The brand message should reflect the focus on the customer. The products’ and services’ quality should be placed in the core of the organizations’ commercial strategy. The offered products and services must represent exactly the solutions that customers expect. The touchpoints (or contact points) with the customers must be well mastered in order to convince them to accept the proposed solutions. Companies must be capable to look beyond customer’s behaviour or product and service acquisition.

Profit and growth come only after deeply understanding the customers, by listening to their needs and by offering what they are asking for. This is something that can be easily lost or even impossible to gain, if this is the single method used by the marketing team. For the marketing people in all the domains, it represents an important responsibility to share this desire to listen, to develop and to deliver at every level inside the organization (Purcarea, 2006). Although modern marketing focuses on strategies (mixes) that give impulse to sales and to attracting new customers, the company’s most effective defense weapon is represented by customer retention. And the most effective approach to achieve this objective consists in offering high satisfaction to the customer, and this will lead to improved customer fidelity. Today, many companies acknowledge the importance pf customers retention. According to a recent study, by decreasing the loss of customers with only 5%, companies can improve their profit with 25 – 85%. Unfortunately, many companies do not appreciate the real value of customer loyalty. In this context, it is worth to mention the opinion with two prestigious authors (Kaplan and Norton, 2003) who consider that customer relationship management represents the most important dimension of the company’s strategy. In this respect, Robert S. Kaplan and David P. Norton have analyzed the four essential processes in customer management: client selection, acquisition, retention and growth. This is because the relation has to maintain on the long term the contact with the customers, due to a proactive approach which strategically integrates the four processes – considering every process individually – maximizing in this way the client’s value, and the value creation, in general. Many companies make the mistake of considering sale as just a transaction and this is causing lose of contact with customers, without knowing exactly if these still are firm’s clients. Customer satisfaction is the key to customer retention. Fully satisfied customers are more likely to become loyal customers, even advocates for the firm and its products and services. Although firms put enormous amounts of money and effort into loyalty initiatives, they often are not successful in building true customer loyalty. The main ways in which firms can manage customer satisfaction and reach customer loyalty refer to: understand what can go wrong; focus on controllable issues; manage customer’s expectations; offer satisfaction guarantees; make it easy for the customers to complain; create relationship programs; make customer satisfaction measurement an ongoing priority.

3.   THE PERFECT CUSTOMER EXPERIENCE IN THE SERVICE SECTOR

We consider that the two most important things for delivering the best customer’s  experience are: a great product, that emotionally connects with the customers and fulfills a basic need or desire; and a deep understanding of the customer, an understanding that allows the service company to anticipate what they need better and sooner than they know themselves.

To improve the customer experience, companies that act in the services sector are advised to follow some key initiatives (Ferrel and Hartline, 2008): 

· Act on feedback: Service providers that fail to respond to customer feedback are throwing away the chance to increase the number of satisfied and loyal customers. Changes need to be deployed throughout the company and communicated to employees and customers.

· Design processes from the outside in: Service organizations need to identify which processes matter most to customers rather than designing them with the objective of improving operational efficiencies.

· Act as one organization to ensure consistency: Service companies need to ensure that information received from a customer at one interaction is not forgotten in the next channel.

· Be open: Opening channels or extending hours are one way, but it can mean more, like building communities. Service organizations should be transparent and clear, open-minded and inclusive.

· Personalize services and experiences: Personalization can be complex, and complexity can mean costs for the service company. Companies need to beware of just evaluating the costs of personalization against the sales benefits and to factor in the longer-term value of improving the customer experience. 

· Alter attitudes and service company’s behaviour: Employee actions are often the most powerful actions in a customer experience. There are three ways to alter employee behavior: recruit the right employees; ensure standards with policies, procedures and governance structures; and create training programs that incent and can modify employee behavior.

· Design the complete customer experience: Service organizations need to plan and design the customer experience, rather than letting it "just happen".

It becomes obvious that companies that wish to be successful – but also those which want to survive – need a new way of thinking: final success belongs to those which will put the services consumer in the centre of their activity, and will offer him a superior value. These companies will focus on creating their own customers – not only on creating products and services – and will prove their capacity of demand creators, not only of products and services creators. 

It’s very important to understand the consumer behavior, how service customers buy products, what products are purchased together and what is the meaning of a satisfied consumer experience – which can be defined as the cognitions and feelings the consumer experiences during the use of a product or service; managers’ goal must be the converting of merely satisfied customers into completely satisfied customers: only the completely satisfied customers should be considered loyal. 

4. CUSTOMER EXPERIENCE MANAGEMENT – A COMPETITIVE STRATEGY TO IMPROVE CUSTOMER CENTRICITY

What could be more important than improving sales and customer relationships? Today, there is a fast-growing movement among organizations interested in improving their customer-centricity through a better understanding of customer interactions, or touchpoints. Called "Customer Touchpoint Management" (CTM), the goal of this new movement is to improve customer experiences, and as a result, improve customer relationships. By improving customer relationships, service organizations improve market share, sales, and both customer and employee loyalty and advocacy. A touchpoint is all of the communication, human and physical interactions that customers experience during their relationship lifecycle with the service organization. Touchpoints are important because customers form perceptions of the organization and brand based on their cumulative experiences. CTM-oriented organizations know that they can best enhance relationships with customers by improving touchpoints across the entire enterprise. Companies are now talking about customer centricity rather than CRM and are receptive to the idea of creating alignment across the business to ensure consistency in the customer experience, which means developing all the non-IT capabilities as well as the obvious CRM ones. What customer-centricity means is how the whole organization behaves towards customers, not just the touch points, the decision points, but how the whole business is organized and optimized around the needs of the customer. A customer centric approach should be incorporated into the overall CRM plan and vision that a company has. Customer-centricity should go hand-in-hand with a product focus by promoting the product by all means but show genuine care for the customer's sensibilities and feelings.

The key to delivering outstanding customer experiences is improving the quality and consistency of touchpoints: quality in terms of meeting needs, and consistency in delivery and image. And the key to improving the quality and consistency of touchpoints is establishing touchpoint standards and best practices. Setting standards establishes performance expectations. Employees need to understand what the standards are in order to perform consistently. Without standards, the quality of touchpoints is left to the individual employee. In other words, without established standards, the quality of a customer experience can be in the hands of the worst firm’s employee. Taking into consideration these ideas, we can define Customer Experience Management as a coordinated effort to accomplish specific goals by improving the quality and consistency of customer interactions – or touchpoints. Using this strategy, a service company can gain important advantages like: constantly positive customer experiences, achieving differentiation, increasing sales, customer retention and referrals.

5.    CONCLUSIONS

The services environment continues to evolve, many times in a dramatic manner including the great technological progress, new forms of competition, the appearance of transnational and even global markets, the emergence of completely new services industries and significant roles for the consumers. As a consequence, adequate information of managerial practice determines the evolution of academic concepts, of research and education, and services marketing must include, for example, a greater accent on competitive strategy and a better understanding of developing services targeting poor consumers in developing economies. It is worth to mention here the four strategies recommended to be implemented and analyzed by professor Lovelock in his latest book: relationships management and loyalty building; achievement of service recovery and consumer’s reaction; improvement of service quality and productivity; and organization for change management and service leadership (Lovelock and Wirtz, 2007).

A customer experience is not just one piece of theatre or a momentary delight. While those are great, and a step in the right direction, real positive customer experience comes from companies who show they care about the customer. Companies that have a memory (so customers don't have to tell their story repeatedly) and really provide ongoing value to a customer understand that customers are truly the most valuable entity of any business. Those companies treat their customers as not only their only source of revenue, but as a scarce, valuable resource. When companies work this way we are much more likely to see really terrific customer experiences. This will demand proactive and far-reaching changes, including focusing specifically on customer preference, quality, and technological interfaces; rewiring strategy to find new value from existing and unfamiliar sources; deintegrating and radically reassembling operational processes; and restructuring the organization to accommodate new kinds of work and skill. So, being competitive will be more and more difficult but the alternative could be a disaster.
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Abstract:  In graduate school students strive to learn and to become experts in several academic disciplines.  It takes about 10 years to acquire expert knowledge in complex fields.  Organizational research is an important topic for practitioners as well as academics.  To have the proper solution to a problem requires that decisions be fully informed by accurate and unbiased information.  This information frequently comes from studies and analyses conducted in situ. There are numerous statistical artifacts that can render results meaningless or worse.  Three of these artifacts are discussed. 
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1. INTRODUCTION 
In classes in research methods and statistics students are taught theory and application.  Almost always samples are described as random and representative and variables are assumed to be measured without either constant or variable error.  Samples of convenience are discussed but rarely the consequences of using these samples for making decisions.  There are three artifacts that can and do affect the statistical and practical  outcomes of a study.  Each threatens the internal validity of the study and the external generalizability of the results.  These threats frequently render the study useless for the purposes of decision making.  By name these artifacts can be called: measurement error effects, misplaced confidence in weighting variables, and too many groups. 
2. MEASUREMENT ERROR EFFECTS 
The measurement models applied to both physical and human attributes are based on the idea of a latent  or unobservable “true” value and an equally unobservable error value. The usual equation to express this for an individual measure or score is  O = t + e where O is the observed score, t is the true value or true score and e is the error term.   It is important to note that e, the error term, is a random variable error and as such has a mean of 0 and a knowable variance.  As it random it cannot correlate with any true score or with an other error score.  The impact of errors of measurement on commonly used  statistics varies from benign to catastrophic (Ree & Carretta, 2006). 

The effect of measurement error on the mean is nil because the average value is zero and the over estimates are cancelled by the under estimates.  The effect on the variance is not so harmless. The equation given above can be written for the variance as Vo = Vt +Ve so that it can be seen that error increase the variability of a variable. Further if the error term is large enough it can swamp the value of Vt and most of the variance is error variance.  The effects of measurement error on correlations are well known (Gulliksen, 1989). Measurement error attenuates the true correlation yielding downwardly biased observed correlations.  This may be written as ro = rt (√r) (√r) where ro is the observed correlation, rt is the true correlation and the last terms under the radicals are the square roots of the index of measurement error, reliability. This equation shows that even if rt were 1.0 it can be observed at low values if the measured variables are saturated with measurement error.  Ree and Carretta (2006) have shown that the measurement error effect applies to partial correlations and have demonstrated that non-significant partial correlations can be observed to be significant as a result of measurement error.  The downward biasing of the ordinary correlation and the false significance of the partial correlation pose severe threats to the meaning of studies and our research.  Unless our findings are corrected for measurement error are beliefs and recommendations could be wrong and actions taken on those beliefs could be counter to what is really needed.

The biasing effects extend to regression coefficients.  In general we expect estimate regression coefficients to be unbiased estimators of the population parameters.  This may be written as (E)b = β.  This equation says that the expected value of sample statistic b is the population parameter, β (a fancy way of saying the mean of b should be β). In the usual regression equation Y = a + bX, X is assumed to be measured without error.  In almost all situations X is measure with some amount of measurement error.  In this case (E)b = β must be rewritten to (E)b = βr where r is the measurement error index that varies from 0 to 1.0 and it now may be understood that the regression coefficient is biased in direct proportion to the magnitude of measurement error. It is possible to have estimates biased sufficiently that they become 0, and appear non significant when they should be statistically significant.  In the case of multiple regression  the independent X variables may exhibit differing effects of measurement error and the b weights will reflect this and vary as a function of the true regression and the measurement error.  This makes interpreting the magnitudes of the regression weights a risky and potentially worthless activity.  It may also render the t-tests of the b-weights meaningless. 

This artifact applies to all statistical techniques that use regression weights.  The effects of measurement error should be considered in clustering regression equations, policy capturing and modeling decisions via regression equations.  To counter the effects of mesurement error measurement instruments should be made less prone to error by well known methods such as aggregation and it is possible to apply statistical corrections. 

3. MISPLACED CONFIDENCE IN WEIGHTING VARIABLES
Most of us were taught to weight variables by empirical regression, either Least Squares or Maximum Likelihood.  These methods have very well known statistical properties and will provide the desired results of maximum predictiveness.  Wainer (1976) has argued for simple weighting such as with integers 1, 2, and 3 noting the overall effect is small to non-existent. Additionally he has argued for the use of unit weighting defined as assigning a weight of 1 to each variable.  Advantages of simple or unit weighting are simplicity and a lack of shrinkage.  Shrinkage is defined as reduction in R2  when the weights are applied in a different sample.  Shrinkage can sometimes be severe especially if the number of subjects is small and the number of variables is large. 

Ree, Carretta, and Earles (1998) have argued for simple and unit weighting with examples relevant to human resources decisions.  For example they have applied regression weights to a battery of ten apptitude tests and ranked the examinees for top-down selection. The criteria were measures of  performance in technical training school conducted by the United States Air Force and the samples were large.  Critics areued that the criteria were too similar when it was shown that all the regression equations produced the same ordering of trainees. To this end they conducted further studies claiming observational job performation ratings. The new regression equations ranked the trainees in the same order regardless of the regression equation applied. Correlations ranged ibn the high .90s with most above .99! Again the critics complained that the criteria were all too similar to each other. However, the weights were shown to be randomly assigned from sources such as 10-digit telephone numbers, postal mail codes, computer serial numbers and unit weights. The criteria could not have been too similar as there were no criteria! The explainations resides in seminal work conducted by Wilks (1938) that has been ignored by all but a few (Gulliksen, 1989). Wilks provided an analytic proof and an equation that shows that weighted scores can be expected to correlate highly under very common conditions. The equation shows the expected correlation as a function of the average correlation of the variables, the coefficient of variation of the two sets of weights and the number of varibles.  

Rules may be stated.  

One: The higher the correlation of the independent variables, the higher the correlation of the weighted scores.

Two: The less variable the set of weights the lower, the higher the correlation of the weighted scores. 

Three: The greater the number of weighted varbles, the higher the correlations of the weighted scores. Ten varibles with average correlations of .6 are sufficient to produce correlation of near 1.0 for the weighted scores.    

The consequence is plain for top-down rankings for selection or decision making.  Simple and unit weights will provide rankings similar to regression weighting without the problem of shrinkage when applied to a new sample. Modifying Dawes and Corrigan (1974) we conclude “…decide what variables to look at, freely apply positive weights, and know how to add.” (p. 417)

4. TOO MANY GROUPS 
Consider a study to demonstrate that variable X is predictive of variable Y.  Further consider that  variable is a job performance criterion and variable X is a potential predictor of job performance such as general cognitive ability, job knowledge, upper-body strength, or the personality trait of conscienciousness. Because this job has applicants from both males and females the analysis is conducted in a sample that include equal numbers of both. The correlation of Y and X in the total sample is found to be +.50. Additional analyses indicate that the correlation among the males was r = +.25 and the correlation among the females was likewise r = +.25.  How can this be?  An investigation of three scatter plots provides the answer. The individual scatter plots for males and females clearly show the low correlation in each group. The answer to the conundrum is revealed in the joint scatterplot.  On inspection it can be seen that there are two separate clusters of data.  One for the males and one for the females.  Closer inspection of the scatter plott for both groups simultaneously shows that although both individual male and female scatter plots display the correlation of r = +.25 the two scatter plots are place such that one is in the lower left part of the graph and the other in the upper right of the graph. See Figure 1. The regression line when both of the two groups are analyzed together forces a line from the lower left to the upper right and gives the r = +.5 value because the regression line must pass though the mean of both male and female groups. Ree, Carretta and Earles (1999 ) have illustrated and discussed this problem and have pointed out several variants.  For example, there may be two groups with r = 0.0 in each group but with mean differencs for the X and Y variables for the groups the correlation estimates in a sample with the groups combined will give non zero vales, both postive and negative depending on nothing more than mean differences between the groups.  This can be found in samples containg several groups.  Simpon’s paradox is an example.  Consider regression within states of per pupil expenditures and academic performance. These regressions could show a series of parallel negative regressions but the overall regression including all the states would be positive as the regression line must pass through all the means and the mean differences tghat exist will give a false impression of the relationship of the two variables. 

Ree, Carretta, and Earles (1999 ) have suggested conducting independent regresions within groups and a joint-group (all subjects) regression and then testing to determine if the regression equations differ between groups.  If they do then group specific equations are required.  If not the single “all subjects” equation is appropriate.  The recommended analysis is a linear form of Within and Between Analysis, frequently called “WABA.”      

Clearly, these three artifacts can and do affect the statistical and practical  outcomes of a study.  Each threatens the internal validity of the study and the external generalizability of the results.  These threats frequently render the study useless for the purposes of decision making.  Each of these artyifacts can be avoided or amerilerated: measurement error effects can be avoided or corrected for by statistical means.  Misplaced confidence in weighting variables can be avoided by understanding the goals of the weighting and the mechanisms of weighting, and the problem of too many groups can be detected via statistical analyses followed by appropriate within-group analyses.  Wish I learned all this in graduate school 35 years ago!
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  Figure 1 Correlation within goups smaller than correlation between groups. 
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  Figure 2 Correlation within goups is zero but correlation across all groups is positive. 
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Abstract: This paper focuses on the changes that occurred in the Romanian academic system due to the open market environment that was brought by the fall of communism and on the way the Romanian public universities seem to address two key factors – educational markets and stakeholders.
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The development of the knowledge economy brought up new political trends within the European Union where the majority of the member states consider that the public institutions should now have a more market-oriented approach. Through the Lisbon Strategy, adopted at the end of the last century, and constantly updated ever since, the European governments proved their interest in improving the quality of education at all levels in order to develop “the most dynamic and competitive knowledge-based economy in the world capable of sustainable economic growth […] by 2010” (Kok, 2004) 

In spite of all the efforts of recalibrating the EU strategies for economic growth in order to compete with the United States economy, the European Union seems to fail in achieving its goal of becoming the world’s most competitive economy by 2010. At least this is what a study published at the end of 2006 by the London School of Economics shows (Centre for Economic performance). Two of the reasons for not achieving this goal, as the authors argue, seem to be the lack of investment in research and the brain drain in favor of the US. While Europe still claims a high position in scientific research as the recently awarded Nobel Prizes show, the EU countries are still unable to convert their scholar assets into products and services to meet the current societal needs. Romania is part of the European Union since 2007, and despite many discrepancies in the level of financing higher education when compared to the EU top-developed states, our country faces almost the same issues when it comes to deriving the desired benefits in industry and commerce.

After the fall of communism, the Romanian higher education system heard the knocking of destiny at its doors, as the opening of borders and market brought a radical change to the environment the academics were used to. The Romanian academic system went through a series of reforms that, among other things, tried to adjust the perspective of the individuals in charge with managing the higher education institutions in order to meet the goals of the new economy. The association of the academic institutions with the market-driven paradigm is not new as it has been a reality for over 100 years in the United States, but the process of globalization supported its general acceptance first within the Anglo-Saxon countries and, at the moment, challenges the Napoleonic and Humboldtian models (Bostock). The new framework is also due to the revolution in IT and communication technologies that have highly accelerated the globalisation that countries can avoid only at enormous and unacceptable political costs. Among the plethora of elements that the new paradigm of knowledge economy brought to life, the concept of entrepreneurial university faced the most important resistance. The Humboldtian model of the university that served very well in the past the development of science and technology, was considered a sacred value along with the principles of individual freedom, free speech, and the objectivity of science and scientists (Pritchard, 2004). Although in the Western world this perception was constantly eroded by the new theories of education, management and marketing, the Iron Curtain acted as an insulator that kept the classic model alive and untouched.  When the isolating barrier fell, the system imploded under the pressure of the open market. There are almost 20 years since the big change of systems and paradigms and despite of all the good-practice examples of academic management provided by many of the Western universities, the Romanian higher education system lacks of real autonomy and faces a lot of resistance when it comes to implementing the entrepreneurial model. The terms marketing and stakeholders seem familiar to everyone now, but when it comes to implementing their principles and rules in an academic environment in Romania the resistance to change will be significant. There are more and more Romanian academic managers that promote the idea of entrepreneurial university in their writings but they have to put it in practice in their own institutions they seem to face a lot of problems. As Philip Kotler (Kotler, Fox, Karen, 1995) shows, most of the higher education organizations acquire their resources through a process of exchange, where exchange is defined as the process of receiving a desired product or benefit from someone by providing something in return. Kotler sees the process of exchange as the main idea of marketing, the way it is presented in the scheme below:

Figure 1. Exchanges between universities and their markets (Kotler, 1995)

[image: image146.wmf]Figure 2. 

Share of Africa in IDA lending 

(2007)

54%

2%

27%

4%

11%

2%

Africa

Latin America

Europe and Eastern Asia

South Asia

East Asia and Pacific

Middle east and North Africa


[image: image147.wmf]Figure 1. 

Share of Africa in 

combined IDA and IBRD 

lending (2007)

24%

16%

23%

15%

18%

4%

Africa

East Asia and Pacific

South Asia

Europe and Central Asia

Latin America

Middle East and Noth Africa

[image: image148.wmf]Figure 4. 

Evolution of IFC's 

largest exposures in Africa 

(2005--2007) - millions $

419

544

684

191

206

349

115

152

185

$0.00

$100.00

$200.00

$300.00

$400.00

$500.00

$600.00

$700.00

$800.00

2005

2006

2007

Nigeria

South Africa

Kenya


[image: image149.emf]SPONSORSHIP

69.1%

30.9%

Had been involved as a sponsor

Hadn't been involved as a sponsor

[image: image150.emf]MECENA

87.5%

12.5%

Had been involved as a mecena

Hadn't been involved as a mecena

[image: image151.wmf]4,59

4,59

6,70

4,59

4,59

4,59

4,59

8,58

4,59

11,02

0,00

2,00

4,00

6,00

8,00

10,00

12,00

AT

BE

BU

EL

ES

FI

FR

HU

IT

RO


[image: image152.wmf]Figure 2. 

Share of Africa in IDA lending 

(2007)

54%

2%

27%

4%

11%

2%

Africa

Latin America

Europe and Eastern Asia

South Asia

East Asia and Pacific

Middle east and North Africa


[image: image153.wmf]Figure 2. 

Share of Africa in IDA lending 

(2007)

54%

2%

27%

4%

11%

2%

Africa

Latin America

Europe and Eastern Asia

South Asia

East Asia and Pacific

Middle east and North Africa

[image: image154.wmf]Figure 1. 

Share of Africa in 

combined IDA and IBRD 

lending (2007)

24%

16%

23%

15%

18%

4%

Africa

East Asia and Pacific

South Asia

Europe and Central Asia

Latin America

Middle East and Noth Africa







The concept of educational market is still new for the Romanian academic managers, so is the exchange-based three-pole relationship University-Student-Employer. The reluctance in approaching this new area of higher education marketing is easily observed in the way Romanian universities are organized. It is almost impossible to find a specialized department in a public Romanian university, which puts together the “4Ps" of marketing: Product management, Pricing, Place (sales and distribution channels), and Promotion (Kotler, Keller). Beside the marketing structures and strategies, many Romanian public universities seem to lack specialized public relations and communication structures that are need to keep a tight link between the university and its stakeholders. The stakeholders represent all the internal and external publics of an organization. For a modern university the stakeholders include: students, faculty, alumni, administrative staff, local community, business community, competitors, parents, prospective students, accreditation organisms, government and legislators, suppliers, mass-media, the general public, etc. 

Considering the web page of a university a virtual portal for accessing the institution from any location, a brief analysis of the web sites of 56 state-financed Romanian universities was conducted, at the end of September 2008. The analysis focused on identifying internal departments or organism specialized in marketing and/or public relations. The Internet sites of the above mentioned universities were accessed through the links found on the official website of the Romanian Ministry of Education, Research and Youth (www.edu.ro). Some of the links (3) provided by the governmental website were not working, but a separate search using the Google search engine (www.google.com) provided the access to the sites. Even so, one of the academic websites remained inaccessible. All the functional sites were thoroughly analysed, and every link available was accessed. The study showed that only 3.57% of the universities (two of the 56 institutions included in the analysis) had a specialized marketing department. There was one case where the university had a so-called marketing department but its activity was focused only on managing public expenditures and acquisitions. Another 12.5% (7 universities) included in their organizational chart a mixed department that combined some marketing functions with public relations, student relations, protocol etc. 25% (14 universities) of the institutions created their own public relations or communication department. This brief analysis offered another surprising result: 57.14% (32 universities) had no marketing, public relations or communication department. At least no such department was mentioned in the institutions organizational charts, on their detailed organizational structure presented, or anywhere else on the website. Another significant element observed during this analysis was that even the universities that had an in-house marketing department did not make use of it at its full potential. The activities and duties of these departments included only passive actions like analyzing the demand of the labor market and no pro-active tasks like creating and implementing a long-term marketing strategy.

Although the study above is limited because it used only one source of information: - the websites, it shows, at a glance, the interest that the Romanian universities have in higher education marketing. 84% of the state-financed universities do not have any kind of marketing department and more than half of them do not have a public relations department either. It is hard to imagine how these universities will survive in the new globalized economy, unless their managers succeed in changing their attitude to the new paradigm.

CONCLUSION

There are many differences between the European and the American approach to the higher education system, both in terms of management and culture. For the moment the “American Way” seems to be more successful in terms of performance, results that are supported by the academic rankings that are annually published by several specialized institutions. On the other hand, the European scientific research seems to lead the way of discoveries, and despite of the limited success of the Lisbon strategy, European Union maintains an ascending trend in education and research. This fact is proven by the Nobel Prizes recently awarded and by the bold project called Large Hadron Collider (LHC, 2008), one of the world’s most important scientific experiments of all times. Both American and European academic systems have something in common: their increased systemic acceptance of the new entrepreneurial paradigm that seems to bring with it better quality, increased access, and cost-efficient results. As our country is now part of the European Union, Romanian universities need to put in practice the principles of the broader academic market they are now part of, to widen their horizons globally, and to include in their strategies stakeholders from all over the world. In order to maintain the competitiveness on the now global market of education and labor, in the context of the new economy, Romanian academic managers need to make use of their institutional autonomy and act rapidly, responsibly, and decisively, without waiting for a higher authority (e.g. the Ministry of Education) to take action on their behalf.
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Abstract: In the last decade, the Romanian market gave a significant importance to sponsorship and mecena as communication techniques that can contribute to the efficiency of the promotional efforts, alongside advertising, public relations and sales forces. This is the reason way we conducted a quantitative research where the main objective was to identify the motives that fundament the decision of sustaining an event as a sponsor/mecena. The entities researched were the companies that activate on the Bucharest market, considering the fact that the Romanian capital sets the trend for the other cities. Among the secondary objectives of this research we can mention the degree of involvement as a sponsor/mecena in the event, the domains in which the companies tends to involve as a sponsor/mecena, and the number of events sustained in a year. 

This paper presents the results of the research, trying to identify the most important motives in each situation – sponsorship or mecena. The information is very useful to those entities that want to attract sponsors/mecena, considering the fact that the motives identified in this research can be used as persuasion elements.
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1.    INTRODUCTION

In the last decades, there has been noticed, especially in economically developed countries, an increasing of the sponsorship and mecena tool importance. This importance is highlighted by the investments into these two promotional techniques. As an example, in the United States of America in 1996, the sponsorship expenditures were about 5.4 billion dollars (Daellenbach, K., Davies, J., Ashill N.J. – “Understanding sponsorship and sponsorship relationships – multiple frames and multiple perspectives”, Int. J. Nonprofit Volunt. Sect. Mark. 11: 73-87 (2006)), while in United Kingdom, they reached 107.5 million dollars in 1997(Mason, K. – “How corporate sport sponsorship impacts consumer behavior”, Journal of American Academy of Business, Cambridge, September 2005, Vol. 7, No. 1, pg. 32), so that in 2000 their value was of 24 billion dollars worldwide. The society has become more active and more critical regarding the organizations that activate on the market. Meanwhile, for individuals, the sportive, cultural and social-humanitarians activities, as environment protection have become more and more important. 
The research process moved towards the objectives and motives of the companies that stand up for using the sponsorship as a part of their own marketing plans and programs. In addition to this, Mason (2005) underlines the idea that sponsorship – especially the sport one – can impact consumers’ attitudes and their perception of product quality, uniqueness or manufacturer esteem. Meanwhile, the sponsorship can be used as a tool for increasing brand awareness and revealing the corporate citizenship. There have been studied also the small business objectives, practices and perceptions regarding the sponsorship. According to Dr. Mack’s study (USA, 1999) the main reason of small business for adopting the sponsorship within their marketing activities is the community support – the process of giving back and providing assistance to those who have supported them. Moreover, the companies may be viewed as sponsoring a cause, either because they consider it worthy (intrinsic motive), or because of the profit or reputation enhancement (extrinsic motives) (Rifon, Choi, Trimble, Li, 2004).  

2.   RESEARCH DESIGNING AND RESULTS

The present research takes a rather new approach in marketing communication, considering the fact that sponsorship and mecena are two communicational techniques with a short history in Romania. Through this research we wanted to identify the reasons that motives companies to sustain an event as a sponsor or mecena. So we appealed to a quantitative research method, using a structured questionnaire. The entities researched were represented by 327 companies that activate on the Bucharest market, considering the fact that the Romanian capital sets the trend for the other cities. Among the secondary objectives of this research we can mention the frequency of using the sponsorship/mecena as a communicational technique, the degree of involvement as a sponsor/mecena in the event, the domains in which the companies tends to involve as a sponsor/mecena, and the number of events sustained in a year. 
Before finding why companies use sponsorship and mecena, it was important to identify how often we come across these techniques in the communicational arsenal. In a 19 promotional techniques hierarchy, sponsorship occupies the 16th place and mecena the last one. So, we can conclude that these two techniques don’t have a very high frequency of use – on a scale from 1 (very rare) to 5 (very often) sponsorship had a 2.6 average score and mecena 2.2. Before continuing with the research, we had to find out how many companies that participated to the research had sustained, at least once, an event as a sponsor or mecena.

Figure 1. Percent of companies that sustain an event as a sponsor or mecena

As we can see from Figure 1, less that one third of the companies had at least once sponsored an event, and only 12.5% sustained an event as a mecena.
Using a bi-varied analysis, we could draw the following conclusions regarding the sponsorship/mecena involvement:

· the foreign companies have a higher rate of involvement as a sponsor or mecena that the domestic ones;

· the small and medium companies don’t give the same importance to sponsorship and mecena as the big ones do; this is very much linked with their capital funds and the marketing budget, considering the fact that a higher revenue leads to a higher marketing budget, therefore to a higher involvement as a sponsor or mecena;

· the fact that the company has a marketing department has a rather important influence in the decision of sustaining an event as a sponsor or mecena; also, the companies that see the communicational activities as the most important part of their marketing work tend to give a higher importance to the sponsorship/mecena techniques.
Another important objective for this research referred to the domains in which the companies tend to involve themselves as a sponsor or mecena. In the case of sponsorship, the most frequent answers were sports (38.5%), humanitarian causes (34.4%), science and education (30.2%), health (28.1%) and environment protection (22.9%).  Considering the importance showed by the media and by the general public to sports in Romania, is no wonder that this domain represents the first choice in sponsorship. For the involvement as a mecena, the respondents mentioned first the humanitarian causes (56.8%) and then health (45.9%). 
The bi-varied analysis between the number of events sustained and the company’s size showed that the bigger companies sustain a larger number of events throughout the year, considering the fact that they normally have a bigger marketing budget. After identifying the domains in which the companies tend to involve as a sponsor or mecena and the number of such events throughout the year, the following objective of the research (and the most important one) refers to the motives of sponsoring or becoming a mecena.

Figure 2. The motives that fundament the company’s decision of sustaining an event as a sponsor
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The evaluation for the importance of these motives was made using a scale from 1 to 5, where five means very important. As you can see in Figure 2, the most important motive for sponsoring is referring to the positive consolidation of the company’s image, this reason being the only one that has been rated with an average score higher that 4 (which means “important motive”). In a short distance of this first reason comes “the product/brand notoriety” and “the product/brand image”.
Figure 3. The motives that fundament the company’s decision of sustaining an event as a mecena
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The difference between the motives of involvement as a sponsor and the ones for mecena stands in the fact that “achieving a social value for the company” is more important from the mecena point of view, whereas “the increase in product/brand notoriety” is more important for the sponsor.

3. CONCLUSIONS

The percentage of companies that use the sponsorship, respectively the mecena tool is still low comparing to the existing situation within other countries, more experimented in marketing. With all this, there can be noticed within the Bucharest companies, a series of aspects that indicate an increasing of the level of understanding the role of these promotional instruments. It is remarkable the diversification of intervention domains, the fact that more and more companies associate their image with events in domains as humanitarians causes, science and education, health care and the environment protection. Towards these domains are orienting the companies that, having a marketing department, treats more professionally the promotional demarches. 

Regarding the reasons why companies make a decision to support an event as a sponsor, respectively mecena, there can be noticed that “obtaining some advantages related to the income taxes” got a lower score than all the other motives. The fact that most of the companies associate themselves to an event in order to generate more value to the brand equity shows a correct understanding of the role of both promotional techniques. On the other hand, plenty of those companies indicated “the sales raising” as a motive for becoming a mecena, which shows – in their situation – an insufficient knowledge of differences between sponsorship and mecena activity. Starting from the results of this research, there must be developed in the future some research regarding the effects of the sponsorship/mecena operations.
In this moment, in Romania, most of the companies evaluate the results of promotional techniques at most through the volume of sales. It is favorable for the situation to change, so that the effects on the notoriety or the image of the brand could be measured through the process of supporting an event, as a sponsor or mecena. On this basis, there can be achieved also in Romania some studies regarding the efficiency of sponsorship and/or mecena actions, creating this way the premises for developing these techniques of communication through events.  

REFERENCES

Catoiu Iacob (coordonator), “Cercetari de marketing”, Editura Uranus, Bucuresti, 2002

Daellenbach, K., Davies, J., Ashill N.J. – “Understanding sponsorship and sponsorship relationships – multiple frames and multiple perspectives”, Int. J. Nonprofit Volunt. Sect. Mark. 11: 73-87 (2006)

Mason, K. – “How corporate sport sponsorship impacts consumer behavior”, Journal of American Academy of Business, Cambridge, September 2005, Vol. 7, No. 1

Olkkonen (1999) & Cornwell (1997) in Olkonnen, Tikkanen, Alajoutsijarvi – “Sponsorship as relationship and networks: implications for research”, Corporate Communications. Bradford: 2000, Vol. 5, Iss. 1

Popescu Ioana Cecilia, “Comunicarea in marketing: concepte, tehnici, strategii”, editia a II-a, Editura Uranus, Bucuresti, 2003

Rifon, N., Choi, S.M., Trimble, C.S., Li, H. – “Congruence effects in sponsorship. The mediating role of sponsor credibility and consumer attributions of sponsor motive”, Journal of Advertising, spring 2004, Vol. 33, Iss. 1

Walker Mack, R. – „Event sponsorship: an exploratory study of small business objectives, practices, and perceptions”, Journal of Small Business Management, July 1999, Vol. 37, Iss. 3

INTERCULTURAL COMMUNICATION IN ADVERTISING

Melitta ROSU

Aurel Vlaicu University Arad, Romania

Corina PELAU

Academy of Economic Studies Bucharest, Romania

Abstract: Intercultural advertising has become a very important issue. This is a consequence of the fact that companies are now acting worldwide. Global marketing has to work in spite of the fact that there is no global language; this might be the actual challenge.The term itself raises several questions. How important are culture and the local colour? Are standardized advertisements preferred, or are adapted ads more successful? To what extent does the marketing strategy take into account the emotional component and why? What are the risks of not knowing some taboos of a certain culture? How can advertisements reflect the image of a society? 

The article is trying to find answers to these questions by giving specific examples. Another aim of the article is to prove how difficult it is to adapt pictures and slogans to the needs of the target nation and make them sound and look authentic. 

Keywords: cultural differences, intercultural comunication

1. INTRODUCTION

Globalization and development of technology not only makes intercultural advertising possible, but also demands it. Large companies offer their products on the world market and thus come into contact with different cultures. As Marieke de Mooij points out, global marketing lacks an adequate universal global language in order to reach target consumers all over the world. Advertisers need to find ways to cross language barriers as well as cultural ones. This is where cultural communication steps in. It is not just a marketing strategy, it is an academic field of study and research. When preparing a new ad campaign, culture specificity and connotations need to be taken into consideration, in order to avoid cultural misunderstandings. International advertising began in the 1950s, when simple export turned into a more complex concept of marketing. Advertisements have become a part of our everyday life, they are a mirror of our society. Many people perceive them as a form of entertainment. The message, the target, the verbal and visual codes are important factors that can influence the sales numbers of a product. On the one hand, advertisers need to develop an intercultural conscience in order to understand the differences and similarities between countries and cultures on the other hand, they need to avoid falling into stereotypes which would only create gaps.
2. CHARACTERISTICS OF INTERCULTURAL COMMUNICATION 
One of the most important questions in intercultural communication refers to the standardization or differentiation in advertising. A company has to decide which elements should be applied in all countries in order to keep the identity of the product, and what should be changed in order to adapt the communication to the cultural aspects of the market. For both communication strategies there are advantages and disadvantages. The challenges for each company is to put in balance the advantages and disadvantages of standardization and differentiation in order to find the best mixture for the success of the advertised product. In many cases there is no need for a total differentiation. It is enough to change and adapt some features of the advertisement, for instance language, people in the spot or print, colours etc. in order to be successful. 

The worldwide tendency towards globalization imposes an increasing degree of standardization. Experience shows that differences between the mentalities of countries are less relevant than the ones between social groups based on education or income. Standardized ads contain as few culturally dependent elements as possible. Nowadays consumers go shopping or on holiday abroad. This mobility of the buyers and the media overspill between countries brought up the idea of using the same message, the same topic and form in different languages. The goal is to create a corporate-identity on all national markets. Consumers should find it easy to recognize the products. Standardization needs to be neutral in order to be accepted by all countries and cultures. 
A good advertisement is defined by certain features, such as persuading power and a memorable slogan; being an eye-catcher is not enough. Standardized ads are recommended for culture-free products, while adapted ads are required by culture-bound products. Teenagers worldwide are a relatively homogeneous group. They assimilate trends set in music videos or movies. Thus they have similar tastes and expectations on the level of fashion, style and teenage-culture. Advertisers can easily work with universal values, such as beauty, health or fun. Pepsi, for example, has been using standardized ads featuring celebrities for the past couple of years. Being known and admired, VIPs inspire confidence, wipe away doubts or questions regarding risks; they underline the qualities of a certain product. Coca Cola, on the other hand, has oscillated between standardized and adapted ads - an example of the latter being in connection with “sarmale”, suggesting that Coca Cola goes well with a traditional Romanian meal. Still there are certain cultural barriers which should be taken into consideration when creating international, intercultural communication. First of all there the language. Each country has its own language and in order to be able to communicate with the consumers, advertising should address to them in their own national language. When translating advertisements, it is very important to translate the meaning of the advertising-message and not just the words. There are many examples of flops because of wrong translations. One example of unfortunate market entrance for a Romanian Company was that of “Dacia Nova” in Spain. The company kept the name of the product, but forgot to analyze the translation, thus overlooking the fact that “no va” is Spanish for “doesn’t go”. The cost-benefit relationship also determines the decision for or against a standardized or an adapted campaign. Some follow the saying “Think global, act local”, others don’t. Standardized ads are cheaper, but they presuppose the translation of the slogans. Difficulties appear when these contain alliterations or puns. A slogan for a German shop says “Geiz ist geil”, that is “Avarice is cool”. It is easy to notice, that the sound effect of the slogan gets lost through the translation. 
Aside the language barriers there are a lot of other aspects which should be taken into consideration when designing international advertising. Cultural barriers involve erotic scenes, music, symbols, patriotism, colours. Green, for example, suggests infidelity in China, while in Ireland it has religious connotations. In some cultures, white symbolizes purity and is therefore used for wedding dresses, while in eastern cultures it is the colour of mourning, being used at funerals. Knowing the rules and regulations concerning advertising is an essential criterion for the success of an advertisement in a certain culture. One needs to know, that ads for cigarettes, in Great Britain, must mention the health-issues involved. In the Middle-East, ads showing women in bikinis risk never to be broadcasted. In western cultures, such characters are used to promote care or fashion products, being appealing to both men and women. A recent case has shown that there is a thin line that is not to be crossed, as the new Calvin Klein proves. Due to a nude scene it is not being broadcasted in the United States.
3. INTERCULTURAL ADVERTISING AT NIVEA

Nivea is one of the largest cosmetics brands worldwide. It produces a variety of health care products and cosmetics for different types of consumers in over 48 countries. Depending on the type of product, Nivea uses different campaigns for promoting its products. There are products for which the company uses global advertising and products or advertising campaigns which are specific for certain countries. In the past Nivea used local communication elements for the advertising of the products. This totally differentiated communication led to different images and market positions for the same product in different countries, which affected in a negative way the brand image and the belonging of the products to the brand. A study done at the beginning of the 90’s showed that this kind of campaign damaged to the identity of the brand, and this is why the company changed its image in a global one (Swoboda, 2002, pg. 105f).

There are products for which the advertisements in the countries are basically the same, but there are some elements which have been changed. One example for this is ‘Nivea Hand’, a lotion for the protection of hands. A careful analysis of fig. 1. shows that although the campaign used in 2000 in Europe contained mainly the same elements, there were some differences. The campaign is based on the colour combination “blue-white” which is classic for Nivea and suggests freshness and hydration. The first main difference is the language, the print-ads are translated. Another difference is the information given in the spot. In Great Britain, the spot focuses on the emotional attraction component, for it contains only the motto of the product: “the feel good factor” and no brief description. Besides this the design of the print is more abstract. In comparison to this, the Italian advertisement focuses more on the rational buying decision, by giving a clear description of how the lotion can contribute to the consumer satisfaction. The design of the advertisement is artistic, but more realistic than the British advertising.    
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	Great Britain, 2000
	Italy, 2000


Fig. 1: Advertising ‘Nivea Hand’ in Great Britain and Italy in 2000. 

The advertising campaign for ‘Nivea Beaute’ in 2001 was more differentiated and took into consideration the cultural aspects of each country. ‘Nivea Beaute’ offered a decorative cosmetics and impressed the customers with a trendy colour combination. It’s worth mentioning, that the name of this product group is French, for it was first introduced in France and Belgium in 1997. In 1998 it achieved a global success. In fig. 2 one can observe the variety of a advertising campaigns presented all over the world. 
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	Denmark, 1999
	Belgium 2001
	Great Britain, 2001
	France, 2001


Fig. 2. Advertising ‘Nivea Beaute’ in Denmark, Belgium, Great Britain and France

Although the style of the advertisements was the same, presenting a group of products and a new make-up style, the message was different. Thus in Denmark, in 1999, the slogan of the advertised make-up focused on purity. Therefore the colour of the advertisement was white-silver-cold-blue and the products presented had similar colours. This image was similar to the one used in Scandinavian countries. The French ad is based on the idea of light, “lumi-nature”, presenting a more natural but slightly glamorous style, characteristic for the French. The print-advertising presents natural, light make-up which should support the lightening motto of the products. The advertisements in Belgium and Great Britain focus on colour. Therefore the design of the print in both advertisements is more colourful. In spite of this, the two slogans are different. In Belgium the message is “colour and calcium”, directing the consumer in the idea of health, while in Great Britain the motto of the advertisement is “colour and pleasure”, suggesting the extravagance of the make-up. Depending on the cultural differences and expectations the same ad was adapted to the market particularities. 

A more differentiated campaign is the one for skin colour-change. Depending on the skin colour, there are offered different types of products in different parts of the world. In South Africa or in Asian Countries some segments of the population prefer white skin. This is why ‘Nivea’ offers products for skin whitening. In opposition to this in the countries with white skin population, Nivea offers sun-lotion products for sun-bathing. It can easily be observed that depending on the country and the characteristics of the population there are offered different types of products. Depending on the objectives of the products the advertising campaign shows images and statements for the achieving of the goal of the product, as it can be observed in Fig. 3.. 
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	Whitening Lotion, Thailand, 2000
	Sun Lotion, Europe 1999


Fig. 3. Advertising for ‘Nivea Whitening Lotion’ and ‘Sun Lotion’
Despite the variety of advertising campaigns which ‘Nivea’ launched on the market, all advertising prints respect the same typographic standards. There is a certain ‘Nivea’ Bold Font Type, which derived from the ‘Nivea’ Logo. Since the year 2000, the font type was extended to all letters and was used all over the world. This confers a certain global personality to the brand ‘Nivea’. 
4. CONCLUSIONS

In a constantly changing world, characterized by globalization, an international company should adjust its strategy in order to be able to adapt to the local particularities of each country, but also to keep the identity of the brand. A statement for the worldwide success is that of “globalization” which refers to “as much standardization as possible, as much differentiation as needed”. The case study of ‘Nivea’ shows that it is possible to make local adaptations still keeping the global identity of the brand. Special efforts are to be made in order to achieve a perfect sender-addresser-receiver compatibility, which stands above differences based on culture, social status, language or gender.
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Abstract: This paper is discussing the competitiveness of small and medium sized enterprises from the western region of Romania, mainly from Timis county area, based on the results of a research project in 2007. We have identified a group of growing companies, small and medium, that are achieving strong performance, better than the average of the group. We have focused our research on this group. We have used an explorative research, based on questionnaire through an interview with the entrepreneur/general manager. Our approach is that SMEs must be able to detect and adapt to changes in the environment and within the company by way of meeting competitive market criteria permanently more favorable than those rivals.

The results of our research revealed several interesting aspects concerning the growth process   of SMEs from Western region of our country. The SMEs’ evolution, and SMEs’ growth process is approached as a development and change process, influenced by external environment and entrepreneur profile and competency. There are some positive and negative factors identified by our research which are influencing firms’ competitiveness. Based on their approach to the relation with the environment, we have identified two majors types of companies: “active-reactive” and “active-proactive”.
Keywords: competitiveness, growing companies, Romania, SMEs

1. INTRODUCTION 

The concept of competitiveness is frequently used in management and business. Our approach is that SMEs must be able to detect and adapt to changes in the environment (external) and within the company (internal) by way of meeting competitive market criteria permanently better than their rivals.
2. 
LITERATURE REVIEW 

In the related literature there are many ways in which the firm’s competitiveness are defined and understood. A difficult subject is about measuring the competitiveness of firms. There is universally accepted definition of competitiveness and there is a lack of precise definition of this concept. The terminology comes from business literature. Competitiveness should be understood as the ability of companies, industries, regions, nations to generate, while being and remaining exposed to international competition, relatively high factor income and employment on a sustainable basis. (OECD 1998). Competitiveness is determined by productivity, depends on firm’s strategy, is, partially, the results of relationship between firms and local business environment, depends on social and economic objective’s synergy and is influenced by factors from external environment (Porter, Ketels, 2003). According to Porter, “diamond model” of international competitiveness, there are four conditions (internal and external factors) which allow firms to compete successfully: 1. factor condition (availability of skilled labour and infrastructure); 2. demand conditions for the products; 3. related and supporting industries-competitive suppliers.; 4. firm strategy, structure and rivalry. These factors create the context in which firms are born and compete. Some recent studies focused on firm competitiveness shows that non-price factors are very important: human resources skills, research and development capabilities, ability to innovate, managerial and organizational factors. These factors combined with external factors determine the ability of the firm to to compete successfully. Firm’s competitiveness is the basic capability of perceiving changes in both external and internal environment and the capability of adapting to these changes in a way that the profit flow generated guarantees the long term operation of the firm. There is an ongoing struggle for survival (Chikan, 2001). Many researchers focused on firm international competitiveness, with examples from multinational firms. A neglected subject was the SMEs competitiveness, especially those firms, start-up firms, from Central and Eastern Europe, which are operating only in a local and/or regional market. 

3. RESEACH METHODS

This paper discusses the final results of a study grant financed by CNCSIS, 2006-2007, focused on SMEs’ competitiveness. The main  objective of this research was to develop a better understanding of  needs and preoccupation of SMEsfrom western region of Romania, in terms of competitiveness, existing barriers in the development process and in the adaptation to a  global economy, their needs for assistance (including governmamental assistance) in order to increase their ability to respond to many challenges induced by globalization and EU integration.  Our research is based on the following assumption: SME’s evolution, and sme’s growth is a development and change process, influenced by external environment and by entrepreneur’s profile and competency. In order to meet our scientific objectives, our research team, including presents authors,  has focused on 7 topics: 1. firms and the their evolution during the last 5 years; 2. the entrepreneur profile; 3. the firms profile (resources); 4. the characteristics of the change management process; 5. the external environment analysis; 6. the EU  integration effects on competitiveness; 7. the entrepreneur and ethical issues. The research method included mail survey, telephone, personal interviews of small business owners. Contact lists was received from official firm database and  a previous research. The sample included only firms with income statement, balance sheet. We have designed a selected 1000 firms from our SMEs data base. We design a questionaire with 4 pages, 6 sections and 26 questions. The first section contains information about founder, firm and field of activity. The following sections contain information about: turnover evolution in the last 5 year; strenghts and obstacles; change management process’s characteristics;  the analysis and prognosis of external environment; the efect of EU integration on SMEs competitiveness. We have received and processed through SPSS program, 134 questionares with 125 valid responses The answer rate was about 12,5%, an accepted limit for an explorative research. The firms questioned were from different fields: production (30,1%), trade (39,3%), financial and other servicies (8,3%), construction (8,35%), comunications and transports (3%), others (19.5%).  The majorities of questioned enterprises are in front of first 50% of competitors. 
The questioned firms were divided into 4 categories, for statistical reasons (depending on three quartile of growth average rate). Consequently, we have obtained four ordinal variables:  1. very low dynamic firms, 2: low dynamic firms, 3. high dinamic and 4. very high dynamic firms. We have analyzed the influence of different environmental factors on two indicators: average rate of net profit and the average rate of turnover for the 2000-2005 period. We added to this questionaire some case studies (60), which detailed the 7 topics. We have identified a group of growing companies, small and medium, that are achieving strong performance, better than the average of the group. We have focused our research on this group. In order to identify the significant differences in profit and turnover dynamics between firms we have used the Fisher test and Eta coefficient. 

4. RESULTS

Competitiveness is a relative concept in the sense that criteria and variables used to measure cannot be applied regardless of specific time and spatial conditions. At firm level, profitability, costs, labor productivity, market share, are indicators of competitiveness. Many researchers are considering that competitiveness is synonymous with success defined as achievement of the firm’s objectives. We discuss here about firm competitiveness on Romanian market, especially, local markets and international competitiveness.   


- Firms and the their evolution during the last 5 years. Firms’ turnover was growing in the last 5 years, the yearly rate was 18% (per total) with some diferencies: IT, (40%), industry service (18-20%), constructions (12,5%), trade (16%). It is important that we can discuss about growth process.  The net profit grew continously with an average rate of 9.55%/year. Only one enterprise has reported a very high level of growth. The main factors  for continuously growth were: improvement of managerial skills; distribution channels; cost reducing; modernization in technology; growth in production capacity; improvement of people motivation . The products are sold especially in domestic market. (70%).  


- The entrepreneur profile. Entrepreneurs are important in the growth firm process. The owners/managers have higher education (58,8%) and 33,6% have followed managerial training programmes; the average age for entrepreneur is 42,4 years. 


- Obstacles and strenghts for business. The owner/managers have identified main succes factors for their business: 1. the quality of the products/services; 2. the relationship with customers; 3. Industry  experience; 4 managerial competencies; 5. marketing policies; 6. business financing. The main obstacles for business were: slow cashing in of sold products; lack of  qualified workers and the weak financial power (difficulties in obtaining financial resources). 


- Environmental influencies. The external environment was characterized as complex and unstable. It is  influencing the small and medium sized competitivitiess, and of course, management decisions. Through our questionaires, entrepreneur/managers have identified some external factors with positive influences on business: growing demand for their products in local and foreign markets; infrastructure modernization; opportunity for investments financings; simplified acces to loans; atractive interest rates for loans; best quality of raw materials; production methods and modern technologies; growth in population buying power; positive modification inlaws and governmental policies. We have analized statistical significance and the relation between factors. We have analized the factors influences on two indicators: profit average rate and turnover rate. 

45,5% from questioned firms considered that growth demand for their products in local markets is a very strong positive factors for their business, especially for firms with low performance (cathegory 1 and 2). For most performant firms, (cathegory 4) this factor is not so important. 78% from SMEs said that simplified acces to loans is not so important for profit growth average rate. Infrastructure modernization is not important for 72,7%  questioned smes, per all. The impact of infrastructure modernization is low, on this two indicators, (profit and turnover), for most dinamic firms (cathegory 4). 84% of SMEs evaluate as important the influence of investment financing opportunities on profit and on development process. For very dinamic firms (chategory 4) the influence of this factor in unimportant. Financing is also very important for business development and for profit growth average rate. Financing opportunity is also important for turnover average growth rate, for 80% of SMEs, including firms from the „very high dynamic” cathegory (cathegory 4). In the same time we have identified factors which may have a negative impact on business development. Raising prices on raw materials and utilities have a low influence on profit average growth rate (35,1% from all firms). They accept reducing their profit margin  and maintain price level. For low performant firms the influence of this factor on profit and turnover is very strong as expected. The growth of competition is a very important factor, with a strong influences on turnover (39%) and profit rate (48,23% from all questioned firms). In order to face competitors the questioned firms have  identified the following strenghts. excellent organization (47%); good workers qualification (32,1%); modern technologies in their firms, (28,4%) , marketing activities (50%), financial position (23,9%). The governamental and states institutions have an important role in firms activities. Managers consider that government and non government organizations should be more involved in consulting activities, training, in creating a favorable environment for small and medium business. 

New EU regulations, including environmental protection, is a important factors with positive strong influences on firm profit (48,1%).  

· The characteristics of  change management procces. The main internal factors generating organizational changes were the following: identifing new business opportunity  by the top management (29,3%); pressures generated by financial dificulties  (27,6%); workers’ ideas and creativity (23,3%); need to modernize organizational structure (6%). The most important three external forces which have generated the need for changes were: changes in   consumers preferencies. (36,7%); legislation instability (21,1%); growing competition (20,2%).   

· The integration in EU. Most of firms (60%) have appreciated that integration in EU is a positive factor (new markets, free circulation of goods, a better access to raw materials). The influence of this factor on profit rate is not so strong. Some negative effects of EU integration are increasing competition (53,7%), increasing wages (43,3%), new  environmental restrictions. 

5. DISCUSSIONS

As a result of our complex study, we have identified two tips of competitiveness: “internal-internal” and “internal-external”. First, we define internal competitiveness, when firms are not exporting (for various motives) but are competing with other firms (national and international) in a local or regional area in a country.  In a way, they are defensive firms, concerned with preserving their current market share and abilities. Second, there are firms competing in an international market, in a different context, more complex, outside the country in which they were established as startup firms. We talk about internal-external competitiveness. Our questioned firms have the ability to provide products/services to consumers from internal and external market in a efficient and effectiveness manner. They have a competitive advantage among rivals and are able to generate profit in foreign markets (even the profit rate is low it is important that is profit). As we know, firm competitiveness is influenced by many factors from external and internal (especially by entrepreneur profile and ability) environment. The external environment influence on SMEs perceived by owners/managers is very strong. The perception of the entrepreneurs is that environment is more uncertain, the competition is strong, the environment protection regulations are more restrictive, however perceiving them as opportunities to be exploited. Entrepreneurs consider that achieving success requires rapid, efficient and effective actions. We define these companies as „active reactive type”. Generally, small firms are active-reactive firms, with the ability to react in a short time after the opportunity/threats have identified. In the same time, there are firms (we define them as „active proactive type”) which anticipates changes, being ready to react through different contingency plans. We can say that in most of the cases we found that there is a strategic approach, thinking, but few companies are really having a strategic plan to execute. In the growth process (financial and structural growth), we consider that firms have a temporary success for achieved period of time. The success consolidation depends on developed internal/external competitiveness, on national and international influences. In the future, the entrepreneur-manager must talk about sustainable success in both markets. That is why there is not enough for firms to compete only on the internal market. 
6. CONCLUSIONS             

Based on research, including case studies, we are able to formulate the following conclusions concerning the SMEs growth and competitiveness: 1. Forecasting time horizon  is limited under two years; 2. The firm objectives are correlated with personal objectives; 3. Even if they are strongly focused on financial aspects business, they are in permanent crisis state because of lack of cash; 4.    Most of firms have flexibility to environmental changes, but no planning approach of changes and a low anticipation of changes (they are active-reactive type); 5. Flexibility is based on workers ability, informal organization, teamwork, direct supervisory, personal implication of entrepreneur, strong cohesion between entrepreneur and his workers; 6. Management style is influenced by entrepreneur’s personality, his knowledge about management styles; 7. Many firms, especially small firms lack a formal information system; 8. Very strong market oriented and very opened with clients; 9 Lack of functional workers and interest for consulting services; 10 SMEs are based more on creativity and experience in decisional process; 11 Entrepreneurs are very focused on day to day operations; 12 Insufficient knowledge of  managerial methods and instruments; 13. Lack of knowledge regarding  time management. For a durable success, SMEs should develop must have also an international competitiveness, internal-external type. 
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COMPETITION – THE PITFALL OF GLOBALIZATION
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Abstract: It is well-known that the phenomenon of globalization embeds advantages, as well as disadvantages: on the one way, it increases competition, on the other, it offers firms the opportunity to reach competitive advantages. In order to gain and preserve such advantages, firms use strategies and methods that sometimes rely on or result in anti-competition practices that finally diminish the degree of competition. The paper aims at sustaining the argument that globalization is in fact a factor that reduces, and not increases competition, providing room for anti-competition practices.
Keywords: globalization, competitive advantage, anti-competition practices
1. THE PHENOMENON OF GLOBALIZATION

Globalization is a complex phenomenon that may refer to economic, as well as political, cultural and social aspects. Thus, from an economic point of view, globalization describes “the activities of multinational enterprises engaged in foreign direct investment and the development of business networks to create value across national borders” (Rugman, 2001). Referring to the other aspects, globalization can be approached as a set of “simultanous, complex related processes in the realms of economy, politics, culture, technology and so forth…” (Rugman, 2001).
When speaking of the complexity of globalization, several aspects have to be taken into account such as the existence of three waves (Garelli, 2008). Typical for the first wave of globalization (1985-2000) is deflation: the access of Western companies to low cost resources and logistics determines the decrease of the prices of the produced goods. On the other hand, the phenomenon of brain drain from countries like China, Russia and India is also specific for this period. The main focus of the second wave of globalization (2000-2020) is on entering the domestic markets of the emerging nations and on enjoying the benefits that come along with the rise of a middle class in Asia, Russia, Central Europe, Latin America and the Gulf region, willing to buy branded products, fact that has generated inflation. Since under the impact of globalization, new clients are entering the market, enterprises, especially middle players will have to expand and improve customer connections and to develop higher impact customer-relevant innovation (Slywotzky et al, 2006). The new competitors in the emerging nations are the main actors of the third wave of globalization that aim to establish themselves as true global players. Thus, the partnership relationship between the local firms and their global counterparts is likely, under the given circumstances, to generate competition and tension (Garelli, 2008). 
2. HOW DO GLOBALIZATION AND COMPETITIVE ADVANTAGE RELATE TO EACH OTHER?

Nowadays, the turnover of globally leading corporations has become comparable to the GDP of developing countries. According to a ranking list (the global 2000, world’s biggest companies) made by Forbes in 2004 and updated in the early months of 2008, HSBC Holdings (from the U.S., active in the banking industry) and General Electric (from the U.S., conglomerates) are two of the major global players with a sales volume of 146,50 $ bil. and respectively 172,74 $ bil., while Exxon Mobil (from the U.S.) belonging to the gas and oil operations industry has a sales volume of 358,60 $ bil. If we take the example of Romania’s GDP, estimated by the National Commission of Prognosis in 2008 at 505 bil. RON (EUR1=RON3.6262; whereas, according to Erste Bank specialists EUR1=USD1,55 in September 2008), the sales volume of the most important global corporations becomes comparable with the GDP of an emerging nation. 

As on the global market, the situation is quite similar on the domestic market. According to the data provided by the Ministry of Economy and Finance, presented in Capital, it results that Petrom is the company with the highest turnover (€ 3,7 bil.), being followed by ArcelorMittal Galaţi and Dacia Mioveni (€ 2,1 bil. each). The conclusion drawn on global level becomes similar with the one on national level: global players on domestic markets have become increasingly powerful. Moreover, the influence these corporations exert on decision making, on governmental level (such as the tobacco market in Romania) is indeed, impressive. It is already a fact that the governments of some countries (especially the emerging ones) make use of certain fiscal levers in order to attract foreign investments that stimulate economic growth (Dima et al., 2008 b). Thus, fiscal facilities (such as tax reduction) are a form of indirect state provided aide that by definition eliminates competition (this is also the case of Automobile Craiova). When 5 companies hold control over more than half of a global market, one can consider these markets as extreme monopolist. The publication “The Economist” accounts of 5 concentrations of 5 corporations on 12 global markets. On the consumer goods markets, the first 5 companies control approximately 70% of the global market. Within the following fields of industry: automotive, airplane, electrical and electronics and ferrous metallurgy, the first 5 corporations control over 50% of the global market, monopolizing these industry branches. Thus, the statement  that globalization increases competition is false. On the contrary, it strengthens extreme competition or anti-competition trends worldwide. 

3. COMPETITIVE ADVANTAGE BASED FACTORS AND ANTI-COMPETITION PRACTICES

The competitive advantages of a firm could be determined by environmental, organizational or personal factors identified on both internal and external levels of a company, deliberately or not (Ma, 2004). According to the literature in the field, factors that deliberately determine competitive advantages, namely managerial actions and strategic maneuvers are related to competition, cooperation and co-option.
There are three generic types of competitive advantage (Ma, 2004). The ownership-based competitive advantage refers to a firm that possesses certain assets, attributes, unique resources or core competences. What do firms do to preserve the uniqueness of the resources they own and enjoy the benefits brought within by exploiting these resources as long as possible? It is very probable that competitors running neck-in-neck to become the first (and sole) owners of resources, employ anti-competition related or determined practices during the race. The access-based competitive advantage is reached when a firm gains access to a factor market and/ or a product market (Ma, 2004). In order to preserve this advantage, the relationship with suppliers or the distribution channel becomes exclusive. Let us have a brief, but succinct look at the VW star case (Dima et al, 2008a). Between 1997-1999, VW required distributors to sell within a certain, delimited area, and not supply other distributors nor distribute the products of other manufacturers. It was the manufacturer, namely VW that set the price and thus, obliged the distributor to sell the products at that respective price. The effects of such actions negatively influence the intra and inter branch trade. In order to keep under control the intra and inter brand competition with national and foreign dealers, price discounts are regarded as the most considerable advantages of a car dealer. In the case of VW, the created situation has led to the existence of an area with an artificially increased price for a certain model, fact which is against the goals of the sole internal market. The third generic competitive advantage is proficiency-based, namely, knowledge, competences and capabilities represent key factors within business processes. This type of competitive advantage can lead, in certain cases, to dominant position generated abuses. For e.g. both Novell (in 1993) and Sun Microsystems (in 1998) complained to the European Commission about Microsoft’s anti-competition practices. The latter alleged, for instance, that Microsoft held a dominant position as a supplier of a certain type of software product called operating systems for personal computers fact that led to infringing articles of the EC Treaty. The European Commission found Microsoft guilty of two different types of abusive conduct: one of them referred to tying practices and the other to Microsoft refusing to provide its competitors with information regarding the system `interoperability', thus, setting the ground for a possible competition among Microsoft's own products and other competitors’ products. Despite Microsoft’s actions to comply with the decisions of the European Commission, it has been established that it did not succeed in doing so. As mentioned above, the competitive advantage is related to managerial actions and strategic maneuvers based on innovation, competition, cooperation and co-option.
3.1. Creation, innovation and competitive advantage

Among global competitors, innovation has become one of the factors that helps enterprises compete in the arena as they primarily develop the proficiency based component by building skills and competences (Ma, 2004). One way to use knowledge and capabilities innovatively is to create new products/ markets (achieving a better position on the market); another way is to develop an innovative organizational structure by providing a balanced approach between strategy and structure. 

Innovation can thus be one of the fundaments in promoting a new product on the market. The literature identifies product promoting techniques, one of them being the so-called tying or bundling technique: in order to promote products, the company will tie an older product (already existent on the market) to the new one. It often happens that these techniques lead to anti-competition actions. Opera Software, for e.g., a Norwegian company, having developed a web browser that provides Internet services, complained to the Commission against Microsoft for abusing a dominant position by tying its own Internet Explorer browser to the Windows operating system and by not following accepted Web standards, fact that affected the interoperability. On the other hand, (superior) corporate culture which is difficult to imitate (Ma, 2004) and respectively, creative human practices, can be regarded as competitive advantage by helping a company increase its main goals, such as efficiency, productivity and provide intellectual capital. On the one way, companies should not entirely focus on making profit, but also on assuming responsibilities, by developing a corporate culture underpinned by sound, moral values. On the other way, goals such as efficiency, productivity, etc. can be reached in a more or less legal manner, since, employees are true senders and recipients of information and can easily exchange important figures and facts, such as levels of market shares, prices and sold quantities, information that is not easily accessible on the market.

3.2 Competition and competitive advantage
Competitive manoeuvres leading to competitive advantage are either ownership-based or access-based (Ma, 2004). These might refer to timing and positioning (first mover advantage, for e.g.), direct attack regarded as a direct challenge of the competitors or to pre-emption. The latter manoeuvre aims to hinder other competitors’ option space, as well as their ability in creating customer value. Flanking attack, another type of competitive manoeuvre generating competitive advantage refers to attacking that side of the competitors where they are unlikely to respond due to different reasons, such as incapability, reduced importance of the attack etc. Other manoeuvres are encirclement where competitors build up competences in geographical areas and industries close to other competitors’ strongholds; and concentration of resources. All in all, competition can be regarded as a driving force; the more companies achieve competitive advantages, the better they can compete on the market. In their race for gaining competitive advantages, challenging for companies is not to use extreme competitive manoeuvres that could result in anti-competition practices.

3.3 Cooperation and competitive advantage

Cooperation refers to collaborative actions/ relations and the competitive advantage it generates may vary from gaining access to resources and knowledge to building up alliances (Ma, 2004). By setting foothold firms aim at eventually becoming first movers on the market. This first mover action can be extremely important in establishing the hierarchy on the market. If the firm that succeeds in doing so is quick and powerful enough to block the access of other competitors, then it can declare monopole in that respective business area. 

Gaining competitive advantage through cooperation could also refer to pooling resources and sharing risks. By getting together, companies that use similar resources and engage in similar product market activities gain competitive advantage over those competitors that act individually. Sharing complementary resources and skills by actors on the market that aim through their action to achieve goals of interest for the ones involved is also a form of competitive advantage. GM, for e.g., holds 37,5% of the Japanese automobile company Isuzu that manufactures automobiles sold under the GM and Opel brand. Other sources of competitive advantage could be learning from partners, building alliances and weighting options in multiple alliances. IMB, Apple Computer and Motorola, for instance, have built up an alliance to design microprocessors, as well as the operating system of the new computer generation. These three last practices of cooperation are risky, since firms by exchanging various pieces of information and having access to resources can, at a certain point in time, turn against their “allies”, by exploiting the newly gained position and status on the market.
3.4 Co-option and competitive advantage

Strategic co-option aims to create a balance between one competitor’s interests with those of the focal firm. This manoeuvre is done either through a third party that influences the way a competitor competes with the others or by making competitors deal with customers or with a third competitor (Porter, 1980). Forms of co-option are (Ma, 2004): tacit collusion – by employing tacit practices competitors can protect and maintain their competitive advantages. By enticing the third party, two competitors that fight for a certain right on the market aim to gain the support of a third party, and thus achieve competitive advantage. Other forms are: lobbying the government, namely firms co-opt the government in order to gain advantage and be granted facilities in certain business areas; placating influential stakeholders, namely, gaining the support of powerful stakeholders can have positive impact on a firm’s action; and co-opting customers.

4. CONCLUSIONS

Globalization, phenomenon that changes “the geographical dimensions of economic markets” (Jenny, 2001) is a dual concept. On the way, as shown in the paper, it intensifies the process of competition on the market outskirts, putting more pressure on emerging competitors, on the other way, it loosens competition among important players that in order to preserve their competitive advantages, use various strategies and methods that not seldom rely on hidden and anti-competition practices aiming to eliminate competitors and thus, reduce competition. The fight among competitors over gaining competitive advantage can influence “the optimal degree of competition”; “too much competition might lead to disincentives to invest in a country and might, in fact, reduce the prospect for growth and economic development” (Jenny, 2001). 
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MONITORING AND EVALUATION OF EUROPEAN UNION FUNDS: KEY ISSUES CONCERNING THE SOUND FINANCIAL MANAGEMENT OF STRUCTURAL FUNDS 
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Abstract: Under the new Structural Fund regulations, Member States have a higher responsibility as managing authority for each programme funded under the framework of the Structural Funds. However, the previous programming period of 2000-2006 has revealed that the managing authorities have identified significant bottlenecks in the sound financial management of the programmes, thus their impact and added value in the regions has been underrated. In this respect, the European Commission must ensure that the implementation and result indicators are rigorously monitored, in order to provide the quality of subsequent evaluations. In addition, it must focus on the audit and supervision of the operations of the managing authorities in the Member States as they are key actors in the implementation of the Structural Funds. 
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1.    INTRODUCTION

During the past programming period, Structural funds as a public investment had a lesser impact due to several key drawbacks. In this respect, strategic investment projects must be underpinned by sound budgeting actions and undergo several auditing missions and external expertise in order to decide their relevance. In addition, a strategic approach to the selection of projects must be paid to competing project concepts so that the value for money rule applies. Between the years 2000 and 2006, Structural Funds accounted for approximately one third of the overall Community budget. In the new programming period, Structural Policies are still major policies of the European Union. Despite targeted policies aimed at strengthening cohesion at European Union level, significant socio-economic disparities persist between different regions of the Community. Thus, common assessment tools may enable a common approach to development and having a more strategic approach regarding the implementation of structural interventions. In this respect, monitoring and evaluation activities are performed focusing on performance and result. Due to the diversity and disparities existing in the European Union, the Cost-benefit Analysis brings benefits as it provides all interested parties with a common tool for project appraisal. In order to ensure a sound background for implementation, project variables must be measurable and avoid general statements. As the cost-benefit analysis is a support tool for project appraisal, the latter must be preceding the commitment of any EU funds. Consequently, cost overruns may be assessed from the perspective of the added value provided by the implementation of the project. The concept of added value under the framework of Structural Funds is underpinned by the European Commission’s perspective according to which “the value added of Community involvement in regional development is not only related to the expenditure incurred as such. Benefits also stem from the method of implementation … which was revised in each subsequent programming period.”.

Overall, the Cost-Benefit Analysis (CBA) is a forecasting model in respect to the economic impact of an investment project. The most target-oriented component of this evaluation tool is the calculation of the economic return using synthetic indicators. The area of application for CBA regards the ex-ante evaluation during the selection process for various investment projects as seen Figure 1. Cost-Benefit Analysis (CBA) is an accounting strategic tool for evaluating the net economic impact of an investment project. Its relevance is enhanced in relation to the amounts at stake and the overall added value. In the case of public funded projects, the technique aims at establishing whether an investment project falls under the feasibility and economic performance framework. Projects typically involve public investments, but in principle the same methodology is applicable to a variety of interventions, for example, subsidies for private projects, reforms in regulation, new tax rates.
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Figure 1. Types of analysis by mode

The added value of this evaluation tool is represented by the fact that it provides an insight on externalities and price distortions thus fostering the inclusion of market flaws in the evaluation model. Nevertheless, due to its versatility and accuracy, CBA can be used in the ex-post evaluation process, in correlation with the impact of a structural intervention, as well as regarding “hard” and “soft” projects. Cost-benefit Analysis evaluates the equivalent money value of the costs and benefits provided by Community structural intervention in order to assess its feasibility. 
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Figure 2. Criteria used, when using CBA

The highest assessment components used are the costs and benefits of an investment project which are expressed in terms of money value at an updated base value as seen in Figure 2. The Net Present Value (NPV) of an investment project is the core indicator for the economic impact of a project. In addition, from the Cost-Benefit Analysis (CBA) perspective, a project evaluation emphasizes the differences in costs and benefits between a project and base case. 
2.   ADDED VALUE OF SOUND FINANCIAL MANAGEMENT

Underpinning evidence for a sound cost-benefit analysis in the case of structural interventions is represented by the technical analysis of the project under which technical characteristics are assessed, as well as a financial and economic analysis as seen in Figure 3. In order to perform a cost-benefit analysis on an investment project funded by the European Union, the project must be clearly identified according to CBA principles. In this respect, all activities of the projects must converge into a coordinated approach to the attainment of the project objective. Due to the fact that the technical analysis provides a technical point of view on the feasibility of the investment project, a socio-economic analysis is performed as a study background. Contrary to the previous 200-2006 programming period, during the current one the European Commission Cost-Benefit Analysis (CBA) is compulsory.  In this respect, Council regulation (EC) No. 1083/2006 of 11 July 2006 states that “The Member State or the managing authority shall provide the Commission with the following information on major projects: […] (e) a cost-benefit analysis, including a risk assessment and the foreseeable impact on the sector concerned and on the socio-economic situation of the Member State and/or the region and, when possible and where appropriate, of other regions of the Community;”. In addition, Romanian legislation includes since 2008 a legal supporting framework represented by Government Decision No. 28 of 9 January 2008 regarding feasibility studies in Romania.
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Figure 3. Stages of the Cost-Benefit Analysis (adaption)
The rationale for a comprehensive financial analysis is that financial feasibility in itself prevents bottlenecks and provides a guarantee of the project’s viability. Commission Regulation (EC) No. 271/2008 of 30 January 2008 foresees that, unless otherwise provided for in a specific decision, the recovery rate will also is calculated by adding 100 basis points to the base rate. In addition, compared to the previous programming period, the Commission recommends a 5% financial discount rate as an indicative benchmark for public investment projects co-financed by the Structural Funds (see Figure 4). As proven in the 2000-2006 programming period, externalities generated by structural intervention impact on third parties but their influence does not propagate through prices mechanisms. Their influence arises from the project’s economic activity but they are not reflected in prices. Such external effects generated by major projects must be quantified according to standard methods and inserted in the analysis as an actual output of the project. Social external benefits could range from increase in life expectancy due to better health facilities to a decrease in the duration of transport because of new multi-modal transport. In reverse, social external costs could be the generation of additional expenditures in the case of a newly created waste treatment plant, which must be connected to utilities by local authorities in whose authority it falls. Due to the fact that the Cost-Benefit Analysis (CBA) is based on all the actual variables of the market on which the structural intervention takes place, market prices must be replaced by accounting prices or shadow prices, which are calculated using conversion factors. In order to determine the amount of the EU grant, the Funding Gap rate (R) must be calculated as follows:

R = Max EE/DIC ; where Max EE is the maximum eligible expenditure and DIC is the discounted investment cost. The amount to which the co-financing rate applies the eligible cots multiplied by the Funding Gap rate:

DA = EC*R ; where EC is the eligible cost. In conclusion, the determination of the maximum EU grant applicable per project is:

EU grant = DA*Max CRpa; where Max CRpa is the maximum co-funding rate fixed for the priority axis in the Commission’s decision adopting the operational programme.

3.   CONCLUSIONS

Cost-Benefit Analysis translates positive and negative impact of investment project into their actual money value in order to assess the project’s feasibility. Despite the fact that this assessment tool has been developed for large scale “hard projects” such as infrastructure, its wide range of applicability has lead to an increase in its usage, especially due to the common evaluation base provided. The assessment principles and methods used under the framework of Structural Funds have proved the increasing interest of the Community to foster feasible projects. From the wide area of tools used to underpin the overall evaluation of publicly funded investment projects, CBA prevailed as the most versatile instrument for this specific purpose. Nevertheless, CBA is a tailored method of assessment of structural interventions at it does not reflect a judgment regarding a private decision but it is an enhancement guide in the decision-making process, specially designed for collective assessment. The added value of CBA stems from its adaptability to contextual indicators, which is the case of Community structural interventions. CBA is an assessment technique that allows policy makers to improve the quality of public decision by using a monetary instrument for measuring aggregate financial indicators which provide a valuable medium to long-term perspective on the return of a structural intervention.
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STRATEGIES OF QUALITY MANAGEMENT IMPLEMENTATION WITHIN 
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Abstract: Tourism – seen as the all the relations and phenomena generated to satisfy the consumer needs of the travelers – responds to the requests of a different work field, representing, in more and more countries, an important branch of the economy. Through the great human and material potential that tourism uses in its development, and through the beneficial effects that it has on the other economy branches it intersects, tourism acts as a stimulating factor of progress. In this context, analyzing the economic impact of tourism means evaluating the place it occupies in the international commerce and in the national economy, identifying and examining the results of touristic activities in comparison with other sectors of the economy in developed and developing countries. The management practices and development of durable tourism are applicable to all forms of tourism and in any type of destination, including mass tourism and other various tourism segments. The quality management in tourism in Romania is at its beginnings and at this moment the implementation of a management system could bring strong benefits. Since the WTTC indicates a growth of demand from the romanian tourists (an annual average estimated for the next 10 years at around 7%) and there are real possibilities to obtain non refundable financial aid for the implementation of quality management systems in tourism, the adoption of these strategies becomes necessary and very actual.
Keywords: impact of tourism, quality management, tourism
1.   INTRODUCTION

Tourism – acknowledged as an ensemble of relationships and phenomena generated by travelers’ consumership – responds to demands of distinct field of activity that represents to more and more countries, an important branch of their economy. By means of vast human and material potential that it draws in its expansion, as well as by means of benefic effects on other domains, tourism is a stimulatory factor of progress. In this context, analyzing the economic impact of tourism means to evaluate its place within international trade and national economy, and also to identify and examine results of touristic activity in comparison to other sectors of economy, both in industrialized countries and in developing countries. Management practices and development of stable tourism are applicable to all forms of tourism for any type of destination, including mass tourism as well as other various segments of tourism. Quality management of Romanian tourism is at its start and, for the time being, system implementation brings maximum of benefits. In this context WTTC indicates an increase of the Romanian tourists demand (an average per year estimated for the following 10 years to more than 7 %) and since there are real chances to obtain financial non-returnable aid to implement the quality management system within tourism, then we may say that assimilation of these strategies is necessary and of present interest. Tourism represents by its content a phenomenon that is characteristic to nowadays civilization, being one of the major components of social-economic life that draws interest from ever larger number of countries. Being responsive to contemporary world changes, tourism evolves under their incidence, with its dynamics integrated into general development process. By means of vast human and material potential that it draws in its expansion, as well as by means of benefic effects on other domains it intermingles with, tourism is a stimulatory factor of progress. Increased volume and the complexity of touristic service supply have generated the development of a real industry of travel and tourism, which explains consideration of touristic phenomenon as distinct branch of national economy in full development, by representing a part of tertiary sector. By its nature, touristic phenomenon is very complex, with deep social, economic, political, cultural and economic implications. We need to say yet, that tourism development is in close relationship with the levels and rhythms of development of other branches of national economy. 

Diversity of activities integrated within touristic performance/ industry, as well as the presence of some activities in the structure of other economic fields make tourism a branch of the interference and synthesis; hence the dimension and complexity of ties between tourism and the other economic sections. These relationships have different shapes, with direct or indirect manifestations, permanent or temporary, horizontally or vertically. For example, in order to achieve development of touristic activity, interventions from other fields of activity are necessary such as: agriculture, food industry, construction and indirectly construction material industry, energy industry, automotive industry etc.; at the same time, tourism has direct links with transportation, telecommunication, culture and art. By means of its services, tourism brings its contribution to public consumership along with education, health preservation, commerce and others. All the above emphasize the important position of tourism in the structure of economic mechanism and its active role in the process of development and modernization of economy and society. In this context, analyzing the economic impact of tourism means to evaluate its place within international trade and national economy, and also to identify and examine results of touristic activity in comparison to other sectors of economy, both in industrialized countries and in developing countries. In order to sell quality services, managers and employees of touristic companies have to wish, to know and to be able to achieve quality, evaluate it and permanently improve it. In order to comply with the above they have to implement a quality management system, according to ISO 9001 standards, within touristic companies they manage, a system that requires planning, control, assurance and improvement of the quality of touristic services.  Implementation of ISO 9001/2001 standard represents a perspective that draws numerous advantages for all institutions, that is the premise to quality improvement of products/ services – representing a lawful environment that, owing to work procedures and instructions that diminish considerably the probability of error leads to a fine image that facilitate trades with the beneficiaries.  This has to be strategic objective for any Romanian organization in tourism, taking into consideration that Romania’s accession to EU is a process that shall diminish considerably the competitive advantage of Romanian manufacturers/ suppliers. The objective of this standard is to establish international requirements for the quality management system in every field (industry, trade, services and transportation). Quality management represents any action taken by every organization in order to assure products and services according to its clients’ demands. Certified quality management system proves companies are engaged for quality targets and client satisfaction. In order to implement the quality management system, companies in Romanian tourism have to follow these main stages: General information of entire personnel about quality issues, definition of quality and especially on quality management and its importance. The manager has to elaborate the policy and set his objectives on short, medium and long term; Selection of own personnel of those that shall develop these information and cooperate with specialists outside the company (experts, consultants, auditors) to implement the quality management; Design and actual implementation of quality management system within the company; this means elaboration of documentation (quality manual, procedures, questionnaires, forms), information of entire personnel and instruction of personnel involved in working with this documentation;  the completion of the above is the organization of an intern audit for the quality management operation and take of necessary corrective or preventive measures. Certification of system conformity with the reference the company follows as good practice model, usually a standard; this action is developed by extern audit conducted by accredited certification organization and it is finalized by issue of certificate of conformity along with a mark of conformity certification. 
In Romania, the strategy of implementation of quality management in tourism is elaborated at macroeconomic level by the Tourism National Authority (ANT). Tourism National Authority sets, by means of the present program, a new approach of touristic sector development, based on the principles of quality management.Thus, with its contribution to design and implementation of quality management system on a pilot group of touristic units, as well as with the evaluation of the impact of their implementation on the improvement of the quality of touristic services in Romania, the Program is one of the efforts of ANT in the direction of its alignment to European development requirements, to stable development exigencies, as well as to the increase of attractiveness and competitiveness of Romanian destinations for tourism. In this context, we situate among new orientations and requirements at the international level that recommend for the assurance and improvement of touristic services quality, the implementation, on a voluntary basis, of standardized management systems  - quality, food safety, environment protection and security of information – that proved their efficiency in time, as ISO 9001 (quality management system), ISO 22000 (food safety management system), ISO 14001 (environment management system), ISO 27000 (information security management system). The strategy of implementing a quality management system in tourism requires the following stages: 
1. Elaboration of service quality improvement program that is formed of elaboration of the project “Touristic services quality improvement -2007”, advertising the project “Touristic services quality improvement -2007” (on the institution website, by transmission of Program to ANT representatives in the territory, to professional organizations and owners’ associations in tourism, to regional development agencies, to local public administration structures, to chambers of commerce, industry and agriculture, to higher education institutions etc.), completion of suggested Program takes into consideration observations and pertinent proposals transmitted during its advertisement.

2. Support of economic agents with touristic activity (pilot group) in: 
 a). Implementation and certification of management system of quality/ environment/ information security/ food safety, according to standards SR-EN-ISO 9001:2000 (quality management systems), SR-EN-ISO 14001:2000 (environment management systems), SR-EN-ISO 22000:2005 (HACCP, food safety management SR-EN-ISO 27000:2005 (information security management system); 

b) Implementation and certification of management integrate systems (e.g. quality/ environment, quality/HACCP, quality/ information security, quality/ environment /HACCP, quality/ environment / information security).

3.Organization of National Symposium on the quality of services in tourism where representatives of professional and of owners’ associations in tourism shall be invited, of higher education, of organization of certification of quality management systems accredited by RENAR. The National Symposium of the quality of services in tourism has mainly two objectives: evaluation of activities within the Program of improvement of the quality of touristic services developed during 2007; elaboration of a schedule of future activities in order to continue the Program of improvement of touristic activity services. These preoccupations are the consequence of the fact that, nowadays, Romanian touristic product has to accede to a market where competition is in full ascension and where consumers are more informed and exigent. That is why setting of Romanian destination has to come along with an increase of the quality of touristic services, knowing that the image of a region or country is formed mainly by the quality of performances and accurate ratio of price/ quality. 
Every organization of Romanian tourism has to make an analysis of the quality of its activity. This analysis of quality represents the start point in the improvement of organization strategic management. The purpose of the analysis shall reach at least these aspects as: Setting of the services quality level; Taking of basic decisions to improve the services and touristic products; Acknowledgement of the strong and weak points of the organization. Gathering of suggestions and planning of actual measures to increase the quality of the whole activity. Improvement of the quality of touristic performances is closely connected to an improvement of organizations management in Romanian tourism. This can be achieved by quality service management that has among its main preoccupations the following aspects: acknowledgement of tourist expectation; maintenance of premises and facilities and subsidiaries; acknowledgement of tourist satisfaction; team work; partnership with other organization; promotion of employees’ appropriate motivation. Consequently, managers and employees of touristic companies (transporters, hotels, restaurants, tourism agencies, spas etc.) have to advance on the market only services of optimum quality with prices as convenient as possible. In this way clients shall be loyal with more to come, the overall profit, turnover and the market share may increase constantly and continuously. 
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Abstract: Since the late 1980s and early 1990s a number of countries in Easter Europe (EE) have emerged from an environment of one- party communist governments and centralised planning to models closer to western European ones. This process of transformation occurred at a time when tourism has been characterised by flexibility and segmentation in contrast to the mass standardised market of the mid - 20th century. If EE countries now set out to attract tourists from the main generating countries it would therefore seem fitting to identify and target niche markets. The countries of EE are not a uniform entity but are diverse in terms of location, topography, climate, history, culture and economic development; each will identify its own comparative advantage in respect of tourism. For some, beach tourism from Western European market had been a significant aspect of tourism even during the communist era and is likely to remain so far some time. Not all countries of EE have coastlines and some have coastlines that would be unsuitable for mass tourism. All however would appear to be targeting the niche markets of rural and city tourism, sport and activity tourism, health and cultural tourism.
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1. INTRODUCTION

The relationship between politics and tourism is one that is relatively unexplored there is a consensus that there is an interaction which is sometimes fostered by governments. Ex - communist CEE countries might welcome cultural tourism in the furtherance of political ends that arise through its image - generation potenţial. There is a continuing dialectic about the role of culture, the significance of tourism and the relationship between these two in CEE societies in transformation. Both culture and tourism have been utilized to displaz a break with the past, to promote particular national identities and to demonstrate a new openness and willingness and eagerness to embrace a wider European identitz. In CEE, emergent post - communist governments have been keen to establish (and re - establish) national identities that are free from any connection with communism (Hall, 1999). The debate about identity finds some expression in countries of CEE in tourism images that are promoted . There has been a ticular desire in tourism development to affirm an affinity with and reintegrate with “European” cultural heritage and to demonstrate a new openness (Fox, 1997).

Culture and the heritage element in particular of cultural tourism have been used to promote positive images. Inevitably this image - projection has been selective with the promotion of some aspects at the expense of others. This may give rise to discontent within a country that the culture and heritage of some (especially majority ethnic groups) have been emphasized and utilized in order to enhance external image. Despite this, even the majority of local residents may not be comfortable with the image generated to attract tourists or for other external purposes, as it may conflict with their own concepts of self - identity. It may also diverge from the image desired  to represent national identity and to consolidate an internal sense of national identity.

This relates to the wider issue of the use of history for commercial purposes. There has been a focus in most cultural tourism on the heritage element and this is frequently identified as beneficial in that it can, for instance, sustain ‘heritage for future generation’. Others, however, see the relationships as more problematic:’ the processes by which tourists experience culture and the way culture is utilised by the tourism industry and host communities, are increasingly characterised by conflict’. This conflict arises from, for instance, the process of commodifying culture - the transformation of aspects of culture into saleable products. History has been turned into a commodity of `heritage’ to satisfy contemporary consumption. Selling history to tourists necessitates generalisation and simplicity and a version of the past that harmonises with expectations of tourists; history is distorted and devalued. This, in turn, may feedback and have an adverse effect on tourist flows if tourists are seeking authenticity.

Given an intent to promote cultural tourism, for whatever reason, the obvious strating - point is having cultural resources (however defined) that have the potential to attract tourists. Many of the countries of CEE may be conceptualized as ideal cultural tourism products. ‘Central Europe has the potential to capitalize on the shift from standardized mass tourism holidays to the more individualized forms of culture - and environment - based tourism’. The rich heritage of most of these countries epitomized, in particular, by spectacular built heritage as well as the diversity and legacy of many performing arts has been familiar to western Europe despite communist rule and consequent isolation. The breakdown of the communist bloc has permitted a significant latent demand to emerge. These countries have the resources to capitalize on the demand for urban and cultural tourism in particular. In addition, they have been able to exploit a novelty value of tourism to countries that were previously ‘closed’ and to do so at relatively low prices. The CEE tourist boards apparently have some unique selling points on which to base their promotion and image formation and to influence tourist flows.

The potential for attracting tourists is believed to be good. There is increased interest in this culture - tourism relationship as exemplified by the comprehensive Europe - wide surveys undertaken by ASTLAS since 1991. Cultural tourism has been identified as a new market that reflects changed needs and tastes though it is a form of tourism that has always existed. An increased number of niche markets, sometimes characterized as special - interest tourism (Douglas, Douglas, & Derrett, 2001), are believed to have emerged in the latter part of the 20 th century. This may be at the expense of the mass standardized market or may be an addition to that market. The market fragmentation is usually attributed to factors such asincreased incomes and leisure and a shift in the nedds to be satisfied by a holiday. This latter, in turn, arises from existing holiday markers seeking new experience other than sun and sand (which may be explained by Pearce’s Travel Career Ladder: see Ryan, 1998) as well as new generation of holidaymaker having taste preferences that differ from those of their parents. In addition to being a new market demand, it has been part of the conventional wisdom of tourism and leisure studies that ‘cultural tourism is one of the growth sectors of the West European tourism industry’.

Apart from the fact that it is a new emerging and growing market, a further advantage is that the relationship between culture and tourism is widely regarded as mutually beneficial. It is claimed, for instance, that it creates extra revenue streams for both and, as a consequence, sustains and enhances cultural resources that otherwise might disappear. Similarly cultural tourists have themselves been regarded favourably as, for instance, being ‘typically well educated, affluent and broadly traveled, (and) they generally represent a highly desirable type of upscale visitor’. Cultural tourism and cultural tourists are often referred to in terms that suggest a superiority over other forms of tourism - new, growing and premium market (Gilbert & Lizotte, 1998).

Despite the optimism about cultural tourism, a strategy that pursues its development and promotion needs to be aware of and accommodate a number of less optimistic issues. First, there is only limited knowledge about its nature and ‘the literature on the culturalturism market is still largely in its infancy’. In addition, it is not always clear what is meant by the ‘cultural tourism’. ‘Cultural tourism’ is applied to a wide range of activities; it covers heritage and also attendance at performances of music, dance and theatre. It is applied, too, regardless of whether the cultural facility or event is the primary reason for the visit or whether incidental to some other and ‘visitors to cultural attractions are often labeled as cultural tourists, regardless of their motivations’. What is clear is that many of those who visit some form of cultural attraction whilst they are visitors to a city or country are attracted chiefly by factors other than the culture. Strategies of tourist boards to encourage the development of and to promote cultural tourism may be based on relatively limited data and more on guesswork than fact. The market size is not certain: who is or is not a cultural tourist is ‘fuzzy’ largely because the motivation of tourists who visit cultural resources are not certain. The significance of cultural resources as tourist attractions - as having the ability to draw visitors - is therefore not unequivocal. Cultural resources are diverse and the different types of culture satisfy different needs and wil have different abilities to attract. To reflect both the diversity of resources and tourists, a range of marketing campaigns is likely to be necessary.

This diversity will also be seen in the evaluation of the merits of cultural tourism; not all forms will be equally beneficial. The role of heritage has beenreferred to earlier in this paper but there is concern also for aspects of culture other than heritage (Hughes, 1998}. Creativity in the performing arts and the emergence or survival of new and experimental works may be inhibited as lacking tourist appeal. The targeting of the performing arts at tourists can lead to displacement of some  art forms and the distortion and devaluation of others as seen, for instance, in the case of Krakow’s (Poland) experience as designated European Capital of Culture in 2000. These effects have been identified most in the case of less - industrialized societies though the issues are evident, if less acute or obvious, in more industrialized parts of the world.

Finally, it has to recognized that there are a number of issues that could inhibit the development of any form of tourism in CEE ex - communist countries. They include a limited experience of offering products appropriate for the ‘western European’ market and, in particular, of metting the standard of accommodation and customer service expected and unsatisfactory standards of hotels and transport. In addition, violent conflict in the countries that comprised the state of Yugoslasvia started in 1991 through until 1995 and later, in some parts. This conflict and subsequent conflict (1999) in Kosovo in the rump state of Yugoslavia had dramatically adverse effects on tourist arrivals (for Croatia, for instance, see Radnic & Ivandic, 1999).

The adverse effects on culture and the infrastructural issues may both feedback in an unfavourable influence on the number and / or quality of tourists despite the best efforts of the tourist boards.

2. IMPORTANCE OF CULTURAL TOURISM

Four countries were selected: Romania, Croatia, Hungary and Poland. The choice was partly arbitrary but it did also represent a cross - section and diversity of development, tourist resources and experiences. Two (Hungary and Poland) may be categorized by Hall (1998b) as more advanced, relatively stable societies of central Europe and the other two as less developed societies of south - eastern Europe. Romania and Croatia have both had significant sun and sea tourism on Adriatic Sea and Black Sea coastlines, respectively, which may be considered as being in direct competition with each other. Poland has a Baltic Sea coastline Which also has tourism thougt average temperatures are significantly lower than the Adriatic and Black Sea coastlines. Hungary is land - locked. Croatia had been a successful coastal destination and now, after violent conflict in the region had ceased, the focus was to be’more quality than on mass market and volume’. The classical and traditional Mediterranean destinations have had to re - think’ and niche markets had to be exploited in order to compete. In the case of Poland, which had never been a mass coastal destination it was ‘not yet equipped for family holidays’ and that others such as ‘empty - nesters’ were the main targets partly because of their high - spend potential. Hungary had not experienced coastal tourism though Lake Balaton performed a similar function in domestic tourism and for other European tourists to the country. In the case of Romania the country offered ‘the whole year - round cycle… skiing in winter and, in the summer, the beach resorts on the Black Sea’. There was also mention of cultural tourism and health and spa tourism. Croatia differentiated itself from other sun and sea destinations by emphasizing its shift towards a product that offered both beach and culture. Poland acknowledged that ‘city breaks… that offered both beach and culture. Romania promote things which are unique to Romanian culture which means the Romanian history’. Most Romanian cultural tourism is concentrated in Bucharest with its concentration of museums and art galleries and historic sites though ‘we are trying to promote the country in general’. Folk culture was used in Romanian marketing strategies as ‘it is something unique on which we can build interest… More tourists are moving away from beach and sand to something which is more culturally and historically based’. Packages of cultural tours currently offered in Croatia usually focused on cultural sites, art galleries and museums; performing arts were offered as options rather than being the focus of these tours. For Hungary the view was expressed that ‘what does spring to mind when you think of Hungary? A lot of people, educated people, think of music’. This was specifically referring to the ‘high arts’ of opera and classical music and the importance of packages constructed around these. ‘We have the Spring Festival, the opera festivals in Budapest. They do attract a lot of visitors’. The Polish interpretation was wide - ranging, as ‘part of  the city break… to do with shopping, just to savour the atmosphere of street cafes or because Poland has plenty of heritage sites… we undersland culture as the tradition of the country, history and the offer that is associated with the arts as well, so both museums and the opera, for instance’. It was also felt that there was a  great deal of cultural activity in place in the sphere of the performing arts, music festivals and competitions in particular and ‘these are recognized events that attract an international public’.

National cultural resources and international market forces were regarded as being responsible for the interest in cultural tourism and there was a reluctance to acknowledge, when suggested, that it might have been encouraged in order to enhance image in furtherance of some political aims such as altering and enhancing perceptions of the country and improving relations with other countries. The is a very cynical view and pushing any type of tourism to do that would never do well. The point is that holidaymakers’ wants have changed’. Cultural tourism may well have the effect of re - establishing perception of CEE countries but ‘politicians don’t know what will attract’. It was recognized that tourists’ interest in the culture of a country would probably help to enhance the overall image of that destination, though this was regarded more as a desirable spin - off than as a deciding factor in the strategy of promoting cultural turism. Countries without Mediterranean coastlines claimed that cultural tourism was more important to them than did the other countries. Nonetheless, Romania believed that it accounted for up to 40% of visits. This was more an estimate of visitors who engaged in some sort of cultural visit whilst on holiday than it was of those solely or largely motivated by culture as ‘the majority would be coming for the skiing or the beach’.  There was an attempt to stimulate interest in the wider aspect of the Romanian offer amongst first - time visitors and ‘oncethey are interested they usually come back themselves and ask for a special programme’.                                                    

In the case of Croatia it was estimated that 50% of visitors came for cultural reasons and visit early and late season. Both Romania and Croatia considered that culture was not promoted in isolation but formed part of the promotion of  the country as a whole. The countries were promoted as entities with the opportunity to engage in a variety of activities including both beach and cultural tourism.                                       An asset of Croatia was believed to be the fact that many beach resorts are or are close to old historic towns; cultural assets and activities were promoted to the beach tourists. The diversity of Croatian culture was also considered to be a tourist asset. More northern and inland parts of the country have  a cultural identity that is closer to that of Central Europe and therefore offer a different cultural tourism experience. There was an aspiration for the capital city of Zagreb to emulate the perceived success in cultural tourism of other central European cities such as Praque and Budapest.                                For Hungary’ cultural tourism is inseparable from tourism in general’ but ‘predominantly it’s still city breaks’. It was felt that many people have a narrow view of Hungarian culture and that it should be expanded to the whole cultural experience and appreciation of wider aspects including cuisine and wines. For Poland, cultural tourism ‘ has been pinpointed as one of the most important factors for attracting tourists from Europe and North America’; the other being activity holidays.                                              

3. CONCLUSIONS

The cultural tourism market was a new, growing and desirable market to develop. Change of government and the opening of frontiers to other generating coun tries had resulted in a loss of old markets and a neet to target new ones.         

Targeting the cultural tourism market was probably more inevitable in the case of Hungary and Poland than it was for Romania and Croatia but all acknowledged a role for cultural tourism. It might be expected that Croatia and Romania would continue to target the market for sun and sand, a market which undoubtedly continues to exist. The problem, especially for Romania has been to re - position as a destination for western European tourists.

It has been recognized, however, that has been a fragmentation of the tourist market with numerous niche markets emergin. As competition for the mass sun and sea  market is intense, these two countries have endeavoured to diversify into cultural tourism, winter sport and activity holidays.

All have inevitably focused on particular niche markets such as cultural tourism but also others such as adventure tourism, sport tourism and health tourism.
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Abstract: The implementation of second and third pillar pension system in Romania revealed the opportunity to reach additional incomes for the older persons, but also created new issues for a fiscal point of view. The investment policy for these two pillars is going to be affected by taxation and is certain that a complete analysis shall be conducted in order to estimate the best alternatives. The second pillar is mandatory for those below 35 years old and in this case the choice is only possible between these pension funds. The mandatory private pension represents a step forward in order to improve the quality of future life. Due to the problems occurred in the public pension system and the continuous debate regarding the number of participants, the lottery organization and schedule, the legal framework for the minimum rate of return, the possibilities of transfer between funds the above pension analysis shall take place. For the third pillar we shall also focus on the investment rules regarding the T-bills, the deposits, the municipal bonds and other instruments. The analysis shall provide a short comparison between domestic pension funds and the ones operating the international markets, especially Poland and Hungary, due to their success and accomplishment of the return goals.
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1.   INTRODUCTION

The demographic changes are going to determine some difficulties for the public pension system and in order to solve them, the State “directed” a part of the burden to private pension pillars. The legal framework is issued by the Private Supervision Commission.  
In accordance with its law of establishment, the Private Supervision Commission’s main responsibility is to protect the interests of the participants and beneficiaries of private pensions by developing an efficient private pension system through regulations, coordination, supervision and control of the private pension system. No matter the investment type made, the taxation represents an essential item at the moment the decision is made. It’s alright, but what can we do if the investment becomes “mandatory”? Should we consider the possibility to choose between various variables or is this unfair? If we consider the fact that the state takes care of all, and the switch from a pay-as-you-go system to a well-developed system based on advanced management is imminent, these elements are a step forward. Even the two pillars were created to relief the public needs, there are some problems the moment a taxation analyses is made. If the contributions are deductible or not, or the benefits are exempted or not, represent key issues for our future analyses. 

2. INFORMATION

For the second pillar, the investments of the private administrated pension assets and the return are exempted from taxation. As a result, there is no taxation on dividends, interests and the gains from valuables transfer. For the third pillar, the taxation is similar to public pensions system. This means that exist a minimum non-taxable amount, the rest above this level being affected by a 6.5% social contribution for the health insurance and a 16% income tax. As a consequence to the modern approach of the insurance field of activity, three different taxation systems developed for this market:

· EET (EXEMPT-EXEMPT-TAXABLE). This system consists of exempted contributions and accumulations, but the withdrawals are taxed;

· TTE (TAXABLE-TAXABLE-EXEMPT). In this case the contributions and the accumulations are non-deductible, but at the same time the income is exempt;

· ETT (EXEMPT-TAXABLE-TAXABLE). For this situation we have exempted contributions, but the benefits and the accumulations are subject to taxation.

Apart from these aspects, there are some exemptions for insurance products dealing to the guarantee of a minimum living standard or special benefits for the relatives, in case of illness, death, disability. For these situations the fiscal treatment is at a lower level. Almost everywhere, retirement savings are taxed more lightly than savings for other purposes. It is not clear why this is done, but we can presume this incentive to be normal. Indeed, the state is interested to find aut a smaller burden with social protection. Consequently the suport for fiscal preferential system is important.  Perhaps governments believe that subsidization of savings (granting a higher return to saving) might have a positive effect on private or national saving. Theoretically, the effect might be positive or negative. In our opinion, as we have stated before, the Romanian effect should be a positive one.
The Geneva Association launched The Four Pillars Research Programme in order to identify possible solutions to the problem of future financing of pensions. It saw in demographic trends particularly increased life expectancy, not the catastrophe many feared, but a positive challenge for our communities. Even this challenge is honorable, we believe that is important to take all the precautions.

The reasons are as follows:

· the younger may refuse the oportunity to invest in pillar pensions, as long as there is no guarantee for the rate of return;

· the maximum deduction of 200 euro for the voluntary pension pillar is possible to be considered to small. Contributions to voluntary pension funds are deductible from the monthly gross salary or equivalent revenue. The employer’s contribution to voluntary pension funds is tax deductible in amount of 200 EUR per fiscal year for each participant;
· investment of voluntary pension fund assets shall be exempted from taxes until benefits due to participants and beneficiaries are paid, but we cannot predict the future fiscal policy.
Additionally, the discussion must emphasize another aspect of taxation: the authorisation fees that must be paid to the Romanian Private Pension Supervision Commission, in the voluntary pension system. These fees are deductible for the taxpayers: the pension companies; the pension companies, insurance companies, asset management companies, in order to obtain the authorization for administrating voluntary pension funds; the administrators of voluntary pension funds; the depositaries of voluntary pension funds; the financial auditors of voluntary pension funds; the marketing agents.
Regarding the investment rules, we choosed an example to reveal the most important specifications.

Total value of fund’s assets 800.000 lei, of which:

· Instruments of monetary market -20.000 lei ;

· Municipal bonds Munchen – 52.000 lei ;

· Bank deposits X – 5.000 lei ;

· Shares of  Y, Holland legal person – 7.000 lei ;

· Bills issued by Y – 32.000 lei ;

· Bank deposits at bank  Z – 180.000 lei ;

· participation bonds issued by bodies charged with the collective investment in transferable securities from Romania – 38.000 lei ;

· municipal bonds Sebes – 82.000 lei ;

· state bonds issued by the Romanian Ministry of Public Finances – 280.000 lei ;

· shares of M, Romanian legal entity – 45.000 lei ;

· bonds issued by the non-governmental organization R – 59.000 lei.

Bank deposits and instruments of monetary market have a total amount of 205.000 lei (25,625%). Due to the fact that the total value of fund’s assets is below 1.000.000 lei, the 20% doesn’t have to be respected.
In case of bonds and other transferable securities issued by the Local Public Administration Authority, their value is 134.000 lei, representing 16.75%. Due to the fact that is less then 30%, this investment  is correct. For the transferable securities transacted on regulated and supervised markets, the percent is 50%. The total amount of these values is: 
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Consequently, the percent is :
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The bonds and other transferable securities issued by foreign non-governmental represent 59.000 lei, the weight of 7.375% exceeding the regulated value. The state bonds issued by the Romanian Ministry of Public Finances represent a share of 35%, according to the specified limits. The same conclusion can be drawn even for participation bonds issued by bodies charged with the collective investment.
3.   CONCLUSIONS
Even we find ourselves in a successful trend, we can not predict the future development of private pension system without an important standard deviation. We consider the Polish model (as we have stated in previous researches) to be o fully developed frame for our goals. As it can be seen, the legal and technical framework  took over the European Union model.

The Private Supervision Commission should think twice before issuing new more laws, due to the fact that the system is intended for along period of time. The higher the taxation for those two pillars, the smaller the temptation to invest in such products is. As a final conclusion, we should try to coordinate the fiscal policy, even for insurance products, with those existing in other member states.        
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EFFECTIVE INTERNAL COMMUNICATION IN HOSPALITY INDUSTRY
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Abstract: The purpose of this paper is to present the main challenges and trends faced by the hospitality industry with regards to the internal communication process in order to better deal with its multiple dimensions. The first part of the paper focuses on the importance of an effective internal communication strategy in the hospitality industry, with emphasize on its impact towards the service excellence provided to the guests, on the one hand, and the employee motivation, on the other hand. The second part of the paper presents the most efficient tactics and methods of internal communication used in the hospitality industry. This chapter highlights the importance of oral communication with its particularities in the hotel industry (internal meetings, operational briefings, general sessions, etc), but also emphasizes the importance of the written and audio-visual communication means, with focus on the modern communication technologies. The last chapter spotlights on the trends and recommendations for an effective internal communication in the hospitality industry. The employees have to be updated about achieving the main objectives, about the business evolution of the company and the main indicators. Also, they need to be informed about the day-to-day, operational events: guests’ comments (complaints or praises), outstanding performance of employees, critical operational events (groups and/or VIP arrivals, banqueting events). The ideas and suggestions exposed have a larger area of implementation than the hospitality industry.  

Keywords: employee motivation, hospitality industry, internal communication, service excellence 

1. THE IMPORTANCE OF AN EFFECTIVE INTERNAL COMMUNICATION IN THE HOSPITALITY INDUSTRY 
Hospitality industry is about personal treatment and attention, tailored services, having an unforgettable experience, immediate response to any request and not lastly, genuine care. On the foundation of these key concepts lays an effective corporate communications system. This system comprises multiple dimensions: public relations, public affair, corporate branding, internal communication, etc. It is only recently that the researchers and practitioners have embraced the concept of corporate communication which re-unites and re-integrates the independent approaches of communications such as marketing communication, PR, employee communication. 

Traditionally, the communication would take place according to the different functional areas of the organization and audiences. The Marketing Department would concentrate all its communication efforts toward the guests and other external stakeholders.  On the other hand, the Human Resources Department was responsible of employee communication, also known as internal communication. Recently, the tendency is to put together the external and the internal communication into one integrated strategic corporate communication strategy. The internal communication will represent the primary resources management team will focus on attract, develop and retain their best talents. According to a MORI survey, in the last 30 years, the employee’s average satisfaction with their company communication has remained constant at about 50%. There is plenty of room for improvement and the challenge of the CEO, management team and corporate communication director is to gain the other 50% on the employees’ side. To inform the employees is not enough anymore, they need to be consulted, to enter into a dialogue with their superiors and clients and not lastly, to be listen. Multinational companies such as Microsoft have implemented a new strategy in order to be permanent in direct contact with their employees: the Communication manager is doing daily a “listening tour” in different department, talks with employees from the front line until the management level in order to get “the pulse” of the company from the “first hand” sources. This “listening tour” has allocated about 40% of the communication manager time and has different formats: informal meetings, lunches, coffee breaks, one-to-one informal discussions, etc. Based on the feed-back collected from the employees and combined with other communication tools, the communication manager can create and implement a coherent strategy of internal communication. In the present paper we will focus mainly on the internal communication and its increasing role in the corporate communication strategy.  Also, we will try to identify the most practical tools of employee communication within the hospitality companies.
2. INTERNAL COMMUNICATION TOOLS USED IN THE HOSPITALITY INDUSTRY 
There are general communications tools that have some features specific to the hospitality industry. We will present hereunder the most used one and their characteristics.
	Internal communication tools
	Main characteristics
	Costs involved and implementation difficulties

	Company presentation booklet
	The company booklet sums up the most important information related to: the  history of the company, the mission, vision, values, stories about the founders or special events, short description of the departments, the main rules and procedures, grooming standards, standards of conduct, do’s and don’ts, description of the company policies, benefits, etc.
	The booklet can be printed inside the company if the budget is reduced, or outside, in a professional format if the financial resources allow it. The booklet has to be distributed to each new employee in the first day of employment by the HR Department. During the Orientation Training, the content of the book will be presented in detailed to the employees.

	Internal newsletter
	The internal newsletter is one of the most efficient internal communication tools. Normally, is done periodically (weekly or monthly – pending on the amount of news to be communicated). The newsletter comprises information about the company (management decisions, financial data, future objectives and projects), information related to the employees, main events, trainings, parties, social and sport activities, new hires, promotions, employee of the month, other employee programs, etc. 
	Low costs if done internally. Easy to distribute: electronic or on hard paper for the employees with no access to computers.

	Official memos
	Their main objective of the memos is to communicate official decisions taken by the management team that has an impact on the operational and employee activities. The memos are issued by the General Manager as representative of the management team or by the HR department in written format and sent out by e-mail, and/or posted at the bulletin boards.
	No cost involved and easy to implement.



	Comments or suggestion box
	A special wooden or plastic box where the employees can drop their suggestions in writing. A person should be in charge of opening, reading, centralizing and communicating the employee concerns to the management. 
	The box can be done internally. Easy to implement. The box should be placed in a high employee traffic zone: cafeteria, employee entrance, etc.   

	Bulletin boards
	A very usual internal communication tool, especially for the employees with no access to computers. A persona should be in charge to constantly update and filter the information posted on the boards.
	The boards can be bought for a reasonable price or done internally by the technical department. Easy to implement. Also, the placement should be in a high employee traffic zone.

	Quality circles
	Represent a group of employees gathered from different department with the aim to solve a problem or come up with a new idea or solution. Communication between the members is essential and normally leads to great improvement and cost saving solutions.  
	No cost involved, easy to implement.

	Internal website (intranet)
	A rapid way to communicate with the employees, especially for the companies where the majority of the employees have access to the computers. The main objective is to communicate rapidly decisions to an extended number of employees. Also, can be used to collect feed-back, suggestions, answers to surveys by the employees.  
	There are initial costs involved with the design and implementation of the intranet. A person or a group of persons should be responsible to update and collect the information.   

	Alternative channels: SMS, Internal chat, Blog zone
	Modern ways to communicate between the company and the employees, but also between the employees themselves. Transparent rules of access and confidentiality have to be established from the very beginning.
	There are initial costs involved with the design and implementation of the intranet. A person or a group of persons should be responsible with the channels administration.

	E-mail
	The most used tool of internal communication. Can be used for one way or two way communication, official or unofficial communication. 
	Low cost and easy to implement.

	Videoconferences with other brunches part of the same company
	A modern video communication tool that allow the employees from different locations part of the same group to communicate “face to face” due to the hi-tech advances. 
	Initial high cost involved due to audio–video equipment acquisitions.

	Internal meetings 
	Very useful communication tool that comprise a variety of forms pending on frequency, participants, objective, etc. Clear rules on how to run a meeting have to be established.
	No costs involved and easy to implement

	Trainings and teambuildings
	Represent an excellent communication tools between the employees. Also a good opportunity for the company to send out its message and get feed-back from its employee. Normally, the team spirit and communication between employees and also departments is strengthening. 
	There are various costs involved such us: the cost of the trainers (can be an internal or an external trainer), the cost of the training room rental, accommodation, transportation and meals (if outside the city).

	Social corporate involvement
	Involves participation in humanitarian or environment protection projects. The employees are encouraged to bring their contribution to the environment, society and those in need. A wide variety of projects from blood donation and house building for homeless affected by floods to parks and beaches cleaning. 
	The company can contribute to the campaigns with a certain amount of money, materials or equipments. Easy to implement, especially if done in collaboration with a humanitarian organization with experience in running such type of projects.

	Social activities and parties
	Refers to Annual Staff Party, Annual Picnic (or Family Day), monthly Birthday parties or other events special designed for the employees 
	The cost involved can be high especially due to the rental of the location and catering items. 

	15 minutes training or line-up
	10-15 minutes training and briefing at the beginning/handover of each shift. Important operation information is shared with all colleagues and also the internal procedures and behaviour standards are re-enforced.
	No cost involved, easy to implement

	General Sessions
	General reunions with all the employees done periodically (quarterly, biannual or annual) where the management team presents the most important events, financial results, employee activities and programs. Also includes forecasts and future business objectives that need to be communicated to all the employees. At the end of the general session there is a section of “Questions and Answers” from the employees addressed to the general manager.
	Low cost involved. Complex organization of the events. 

	“Lunch with the GM”
	A monthly reunion of the employees (normally those who celebrate their birthday during that month) with the general manager. It is a great chance for the employees to address directly their concerns to the general manager. 
	Low cost involved, easy to be implemented. An impartial person should be present to take notes of the issues discussed during the lunch and follow up their resolution with the general manager and Human Respurces Department.

	Annual Performance Appraisals
	A face to face communication tool between the employee and the manager. A great opportunity to obtain feed-back from the manager and also from the employee and to set together future objectives and development plans.  
	No cost involved, easy to implement

	Employee Survey
	Annually, the employees have to fill in a questionnaire about different aspects related to job satisfaction, work conditions, training, career opportunities, internal communication, benefits, and relation with the manager, etc. The answers are centralized and statistics information for each topic shared with the employees. Based on the survey results, the management team puts together an action plan to improve the low indicators. 
	Involves costs with the survey concept, multiplication, data collection and interpretation. The implementation is easier if the survey is done electronically. 

	Telephone or e-mail for employees
	A special telephone line or e-mail designed to allow employees to communicate their problems, concerns or announce unethical or illegal behaviour.
	The cost involves a free telephone line/e-mail and a person qualified to receive and handle the complaints. 


3. TRENDS IN INTERNAL COMMUNICATION WITHIN THE HOSPITALITY INDUSTRY 
One of the first conditions of having successful services is to have well trained employees. Apart of their traditional training on the job and classic guest relation and service excellence trainings nowadays the focus is put on emotional intelligence, which includes non-verbal communication, and anticipation training. The key-competency of any hospitality employee is the emotional intelligence which includes self control, diligence, perseverance, self motivation capacity and the ability to “detect” the feelings of the others, to “read” the non-verbal language of the guests, to be emphatic and react with genuine care. All the hotels have procedures and standard operation procedures but what set the best apart from the rest is the ability to deal with the guest emotions, desires (often unexpressed) and feelings. The trend in recruitment and training is to focus more on the emotional intelligence component of each employee, develop and maximize it. 
Global corporate communication is another trend that is rising in importance. The employees have to be updated about what is going on every day in the hotel and also what is happening in the company at global level. The company has to constantly communicate the mission, vision and values, where is heading to, what is its main direction. Everybody has to know where the company is going to, from the restaurant manager until the bellboy and chambermaid. In the hotel industry, there is a special communication tool used to keep the company employees informed no matter if they work in Tokyo, New York, Dubai or Santiago de Chile. Can be a daily bulletin or newsletter which comprises general information about the company, about the company culture and philosophy, but also has a special part designed to be filled in by each hotel with particular operational information about the guests, important events, special requests, financial figures and forecast. 
CONCLUSIONS

Firstly, internal communication is facing a new approach: it is no more only the responsibility of the human resources department; it involves the CEO which is the main communicator and the “voice” of the company and all the managers who have to support the communication strategy. Internal communication will represent one of the leading resources of the future and major investments will be put into it. Communication can play a huge role in bridging the employee – employer gap and re-launch the employee – guest relationship through a more personalised and empathetic approach. Secondly, the employees have the right to know what is going on, where the company is heading and what is in for them. Sharing information with employees has to be done in a planned manner, by professionals. Many companies have a Director of Corporate Communication whose role is increasing day by day. The communication has to be transparent, interactive and right to the point. 
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Abstract: The purpose of this paper is to analyse some financial aspects concerning migration, using the emigration of Romanians to Italy. According to my calculation, there are important Italian “savings” and net production gain following the immigration of about 1 million “ready made adult Romanians” to Italy. However this phenomenon is linked with net production loss back in Romania. The main challenges confronting now the Romanian labour market refer to the shortage of labour force, the low level of the salaries, and the lack of a consistent and coherent strategy in this sector. As conclusions, I make some suggestions conducive to more equitable relationships between Romania and Italy in this field.
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1. THE RESOURCES AND SHORTAGES ON THE ROMANIAN LABOUR MARKET 
During the last 10 years, Romania has registered an average of 6% real economic growth of the GDP, being the European country with the most important growth. For the first semester of this year the GDP growth was 8.8%, and for the entire year the estimation is around 8-9%. However, Romania is confronted with a shortage of supply on the labour market, especially with trained and qualified workers, a serious challenge for the sustainability of this trend.

The first cause was linked with, what I call “Lambada effect”, starting in 1990. This effect has to do with the growth of population. Starting with 1990, the abortion was freed, and the most played song in Romania, at the beginning of that year, was Lambada. With a very small fertility rate in that year, and the trend has, somehow, continued till nowadays, the Romanian population has started to diminish. The diminished number of new born in 1991, and after, has reach the labour market, say at 16 years old, that means in 2007, when the shortage of labour supply was visible. According to the data provided by Ernst&Young, in the following 10 years, at national level, the deficit of specialists will reach 15%. The expansionary sectors such as IT, constructions and financial services, will be confronted with even bigger labour deficits. Starting with 1991-1992, the Romanian population has decreased by almost 2 million people and continues to do so, due to a diminishing fertility rate, which is under the level of replacement rate, but also due to emigration. Consequently, the active population has a tendency to shrink. A study done by UNFPA reveals that the population of Romania in 2050 will diminished to 16 million people, out of which, more than half will be over 60 years old. At present, out of a total population of 21.6 million, 10.5 million are adults, 5 million are children and 6.1 million are senior citizens.
The second cause of labour force shortage is emigration, and I will focus, mainly on this aspect, mainly from the point of view of the receiving country, in our case Italy. The process of integration of Romania in the European Union has allowed an easier transfer of the human capital. Moreover, the diversified offer, the higher wages and benefits have determined Romanians to apply for jobs abroad. According to the data supplied by Neogen-BestJobs an important on-line recruiting company, a big part of the job offer abroad is for unskilled workers, and this type of work is better paid in other European countries than in Romania. Aside unskilled job offer, the biggest number of vacancies is in the “Software/Technology”, representing 20.3% from the total working places abroad, followed by engineering (15. 24%), construction (11.7%), tourism (10.6%), pluming and repairs (8.7%), restaurants (6.9%).

2. “READY MADE ADULT PEOPLE” FOR ITALY 
After 1990 the number of Romanians abroad increased by more than 3 million people, mostly on a temporary base. The majority of this outflow is a work migration, mainly composed of young people. Italy is the destination of a little bit more than 1million Romanians, “ready made adult people”. Usually such phenomenon is analysed in media mostly on what is visible and disagreeable, and can be exploited in a wrong way fro the economic point of view, but favourable for politicians, which are struggling, on the political market in order to gain votes. However, from an economic point of view, a legitimate question should be related to the problem of the cost and advantages of this “ready made labour force”, or human resources. In other words, how the human value can be computed, and how the gain and loss can be share in an equitable way between the origin (supply) country and receiver country.

During history, economists have tried to compute the money value of man, usually based on “cost-advantage “model. For instance, Pareto wrote a book in 1893 with the title:”Il costo d’ell uomo adulto”, and 3 years before the First World War, Alfred Barriol calculated for different countries, so called “social value of man “. For instance, in Italy this value was FF 11,000 (in France was FF 14,500, and in Great Britain was FF 20,700). A very interesting approach to this problem was developed by Alfred Sauvy, who in 1975 compute a formation cost of FF 189,000 in France, for a child from his birth up to 18 years old, and 237,000FF up to 21 years old. However, in this figures are not included the education and health expenditures, and the no remunerated family care services. For the recent years, very useful data, mainly for education and employment, in different countries, were gathered and analysed by OECD, and I will use mainly this data base. The cost of formation is different from one country to another, and depends mainly of the degree of development and of the organisation of social system (relationships between family, society, State, customs, traditions, etc.).

In my attempt to estimate the financial advantages for Italy, following the Romanian immigration, I have used mainly the methodology developed by Alfred Sauvy, a notorious demographer but also as a very profound economist, applied to data from OECD, Romania, Italy, etc. Italy, at the end of 2007, with a GDP of $ 1.786 trillion, (calculated at purchasing power parity) occupied the seventh place in the word from economic point of view, and the fourth place in EU, as GDP and population size. The labour force is 24.71 million with an occupation rate of 94%.  Consequently, the unemployment rate is at its lowest level since 1981. According to OECD Employment Outlook 2008, the Italian standardised unemployment rate reached 6.1% at the end of the 2007. The relative position of Italy in the OECD has improved considerably since 1998 (when the unemployment rate was 11.4%). The unemployment rate in Italy is about 1 percentage point below the EU-15 average and only half a percentage point above the OECD average. This shows, somehow, that the immigrants play a multiplier effect in the Italian economy, but this effect is not very well understood, especially by media and by politicians.

At the same time, Italy is confronted with a “depopulation” phenomenon, if I can call it so. Around 20 % of the total population of 58 million are 65 years and over, and the average age is 43 years (in France only 16% of the population is 65 years and over, and the average age is 39 years). With a fertility rate of only 1.3 child born/women, Italy is confronted with an important shortage on the labour market. Only 14% of the population are under the age of 14 years. The estimates for 2008 show a birth rate of only 8.36/1,000 population and a death rate of 10.61/1,000 population, resulting a negative population growth rate. The fertility rate is only 1.3 children born/women, not enough to maintain the same level of the population. According to my rough estimation, if this trend is to continue unabated, by 2050 the Italian population will diminish to about 46 million, out of which about 34% will be 65 years and over, and by 2100, it will drop to about 29 million. For comparison, In France, for instance, the fertility rate is almost 2 (1.98 children born/women). In such a situation the immigrants could be a solution, conducive to a demographic equilibration. As a mater of fact, the net migration rate in Italy is 2.06 migrants/1,000 population. In absolute figure, at the end of 2006 the immigrants represented about 3 million people, or about 5% of the total population. During the last 10 years about 270,000 immigrants came to Italy, on average, every year, out of which Romanians contributed with around 50,000 persons per year, as an average. 

This is an official figure, showing the total Romanians immigrants to Italy at 550,000 persons. However the unofficial data are closed to one million Romanians working and living in Italy. Taking advantage from EU membership, OECD data show that during 2007 the legally resident Romanian population was estimated to have risen by about 50%, to more than a half million.

According to the data for 2006, the immigration from surrounding European nations, particularly Eastern Europe is replacing North Africans as a major source of immigrants. The Romanians immigrants officially registered as working and living in Italy, represent about 1% of the total population, being in the firs place as ethnic group.

Ethnic group in total Italian population (2006)

	Ethnic group  
	Population  
	 % of total*  

	Ethnic Italian
	&0000000056000000.00000056,000,000
	94.96%

	Romanian
	&0000000000550000.000000550,000
	0.93%

	Arab
	&0000000000485000.000000485,000
	0.82%

	Albanian
	&0000000000348000.000000348,000
	0.60%

	Asian (non-Chinese)
	&0000000000326000.000000326,000
	0.55%

	German
	&0000000000287503.000000287,503
	0.49%

	South American
	&0000000000239000.000000239,000
	0.41%

	Black African
	&0000000000210000.000000210,000
	0.36%

	Chinese
	&0000000000128000.000000128,000
	0.22%

	Ukrainian
	&0000000000107000.000000107,000
	0.18%

	Other
	&0000000000257000.000000257,000
	0.43%

	* Percentage of total population


Source: OECD data, 2006

3.   THE MONEY COST OF A MAN AND THE ADVANTAGES FOR THE RECEIVING COUNTRY 
First of all I will consider the main costs that Italy has to bear in order to bring up a child from 0 to 20 years (education, health, cost of living, no remunerated family care services). I will start with education, based on OECD data. In Italy, the education expenditures represent about 5% of GDP, which totalled $ 2.105 trillion (calculation based on the exchange rate) at the end of 2007. According to OECD data for Italy in 2005, for a 3 years old child, passing through pre-primary school, primary school, secondary school and upper secondary school, the cumulative expenditures on educational institutions per student, over the theoretical duration of this kind of education were about $120,000 per student. For tertiary education the expenditures are around $40,000 per student. In my analysis this cost will be neglected, although one can estimate that about 1,000 out of 100,000 immigrants have a higher education degree.

Concerning the health expenditure in Italy, they represented 8.5% of GDP in 2007, resulting about $ 3,400 public health spending per capita. Adding the private health spending we obtain an average figure of about $ 4,400 per capita, per year. The average cost of living per person in Italy (housing, food, utilities, leisure, transport, insurance, clothing), is estimated at about $ 1,300 per month.  

Now I will  put together the above figures in order to find the cumulative cost of formation, starting from the birth of a child up to 20 years (some models take into consideration the age of 18 years and others take into consideration the age of 21 years), without tertiary education expenditures, and without no remunerated family care services. So, in order to bring up a child to the age of 20 years, the total cost to obtain a “ready made adult “in Italy is around $ 520,000. Than, using a rule established by Alfred Sauvy, I will try to verify this figure. According to this method the cost of formation, without any remuneration for care services supplied by the family, can be approximated at 5.5 years of national production per active person. I applied this rule to our case (Italy) as following: 

-GDP in 2007 was $ 2.100 trillion

-active population was 23million 

-GDP/active person was $ 91,000

-5.5 years x 96,000=$ 500,500

As the figures obtained, using the above two methods, are somehow similar,  the reasonable conclusion can be that, Italy should spend around $ 500,000, in order to “produce a ready made adult ”for the labour market. Trying, also, to estimate the cost of no remunerated care services, Alfred Sauvy indicated a value of 1.5 years of national production per active person. Following this indication I obtained (7 years x 96,000) a total cost of $ 672,000 per person.

Now, if we consider only 500,000 “ready made” Romanians immigrants to Italy, for which Italy would have to spend only $ 500,000 (the cost to “produce” a human resource in Italy), the savings for the receiving country would be $ 250 billion, spread for a period of, lets say, 10 years, meaning $ 25 billion/year. Moreover, only in 2007, these 500,000 Romanians immigrants produced (500,000 x 91,000) $ 45.5 billion, that means 2.17% of the Italian GDP. In a period of 10 years they produced in total almost a quarter of the Italian GDP.  At the same time, due to the labour shortage in Romania, a production loss for Romania of about $ 9 billion (500,000 x 18,000) can be estimated for 2007, (having in mind a GDP of $ 166 billion and an active population of 9 million persons). This represents 5.4% of the Romanian GDP.

All in all, Italy has to import most of raw materials and more than 75% of energy requirement, and has some limits too concerning the budgetary expenditure. Before the adoption of euro, at about every 5 years lira was depreciated in order to support the economy. Once the euro was introduced in 1999, although Italy enjoyed low interest rates and low inflation rate, the economic growth averaged only 0.66% for the five years ending 2005. However, in 2006 the growth reached 1.9% and 1.7% in 2007. For 2008 the growth rate is estimated to be about 1.3% in 2008. However, the economic growth is less than in euro-zone. Having to face a strong euro, a handicap for a debtor country, Italy was also forced to pursue a tight fiscal and budgetary policy over the last decade. In spite of these efforts the official debt has remained above 100% of the GDP (104% in 2007) compared with 60% as a rule for EU. Under present recessionary conditions, it will be difficult to bring the budget deficit down to a level that would allow a rapid decrease of the debt. 

As a conclusion, I consider that, trough the bilateral relation, or within the EU, some rules should be designed to share in an equitable way the profit resulted from the migration phenomenon. It is not fair that all the profit should be retained by the receiving country. Part of it should return to the origin country to support the sustainable development of that country. 
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Abstract: The task of the research was to identify the most important sides of an employee’s life, that has an essential role for the decision of being glad or not, regarding the company he’ s working, that are motivational factors, helping every person to show the motivation and satisfaction in work in two companies: SC Farmec SA and Metro Cash & Carry. The questionaire  has 10 criteria (factors) that are considered being the most important, that reveal the scale of the employees satisfaction, and also 5 levels of “measuring” the work satisfaction ( from not satisfied to very satisfied). The most not satisfied employees are at the Metro Cash & Carry company, thus the average of the not satisfied and very not satisfied  was 47,7%, while the employees from SC Farmec SA are medium satisfied and satisfied in proportion of 70%. The motivational factors that “gained” the most points were: the possibilities to develop the specialist abilities, the respect thay are treated with being an employee, and the work environment at Metro Cash & Carry and the direct superior’s feedback, the activity that the work require and the level of payment at SC Farmec SA.
Keywords: factors, firms, motivation, questionnaire, satisfaction in work

1.   INTRODUCTION 
The study of motivation and satisfaction at work is a challenge for all specialists in the field and for company managers. In the context of work, „motivation can be considered as the employees’ degree of disponibility to involve in the work they do and to make continuous efforts in order to achieve certain individually or organizationally defined professional objectives” (Gabriela Dragan, Cristina Burghelea, 2008, p. 35), being found in the correlation of the company employees’ needs, aspirations and interest with the achievement of the objectives and the fulfillment of tasks, competences and assumed responsibilities. At present, work takes a major role in everyone’s lives. As an effort, it takes up a large part of each and everyone of us’ lives and massively affects all the other spheres of everyday life, the quality of our lives as a whole. Work is directly affected by the general framework of the organization: management, interpersonal relations, offered services, technical equipment, the decision-making process on different hierarchical levels, the way activity control and coordination and promotion manifest themselves etc.
The different researches in the field of motivation in general and of motivation and satisfaction at work in particular have tried to emphasize the influence of factors, which determine satisfaction or dissatisfaction, levels or groups of factors, theories and principles being clearly delimited (Maslow, Alderfer, Herzberg, McGregor, Amstrong, Peretti, Pall A.R. etc). In our country, the studies have been launched by Gheorghe Chepes (1972) – considering the very tight relationship between professional satisfaction and performance at work, Catalin Zamfir (1972, 1977) – approaching the issue of satisfaction/dissatisfaction in a general sense – the issue of participation, Catalin Mannali (1972) – highlights the existence of a tight relationship between professional satisfaction and others’ opinions about that given person etc. After 1990, the studies have continued, in the specialist literature in Romania several researches and results have been presented, which aimed at highlighting the importance of human resources management in a company and the importance of the motivational process by the “state of satisfaction/dissatisfaction” at work, being placed in a functional dependence with the degree of organizational integration, with the individual’s aspiration levels, with the fluctuation t work, with the interpersonal relations etc. (Pitariu Horia, Burloiu Petru, Lefter Viorel, Manolescu Aurel, Nica Panaite, Prodan Adriana, Panisoara Georgeta, Deaconu Alexandrina, Pasca Lavinia, Dragan Gabriela, Burghelea Cristica, Constantinescu Cristina, Magirescu Dan Dumitrescu Andi s.a.). The study results have revealed that company performances are conditioned by the stimulation, involvement and integration of the staff and that motivation becomes a company problem, which should be discovered and validate depending on the features of the social group, which characterizes it; it must identify the means by which its members are determined to act in order to achieve the personal and organizational objectives. 

2.   RESEARCH METHOD

This study aimed at identifying the most important aspects in the employees’ lives, with contribute both to their satisfaction and dissatisfaction related to the employer. Ten main criteria have been set, which reveal the degree of employee satisfaction, having as a starting point the questionnaire used by CAPITAL magazine between 2005-2007 for employees in medium management positions or similar positions at 100 companies involved in different fields of activity in Romania (Magirescu Dan, 2005, pp. 8-10, Magirescu Dan, 2006, pp. 8-10, Dumitrescu Andi, 2007, pp. 8-10). The most important assessment criteria of employees’ degree of satisfaction at work, based on the above-mentioned source, were the following: the respect with which I am treated as an employee, the possibilities of developing one’s specialist skills, merit acknowledgement, the activity implied by the work itself, salary level, working conditions, the quality of cooperation with the top management, the feed-back of the direct boss, the degree of invested responsibility and the internal opportunities.  
In order to assess satisfaction at work a 1 to 5 scale was used, where 1 is “extremely dissatisfied” and 5 is “extremely satisfied”, whereas the intervals afferent to the granted points are presented in Table 1.  

Table 1 Points granted by rating
	Interval
	Points granted (ratings)

	1,00-1,80
	(very unsatisfactory)- VU

	1,81-2,60
	(unsatisfactory)- U

	2,61-3,40
	(medium satisfactory)- MS

	3,41-4,20
	(satisfactory)- S

	4,21-5,00
	(very satisfactory)- VS


In order to make sure of the employees’ honesty in the assessment of motivation at work, one of the measures taken was the full confidentiality of the answers, including vis-à-vis the company management. Before sending out the questionnaires containing the 10 criteria considered, we presented to the participants some information regarding the project they took part in, the measures we took to assure the confidentiality of the given answers, as well as the aim of this analysis and the importance of objectiveness and sincerity of their answers, in achieving the given goal.  
The questionnaire was handed out (depending on the employees’ training, gender and age group) to 20 people at SC Farmec SA and 21 people at Metro Cash Carry (in the departments with the most representative sale figures: drinks, detergents and sweets). In order to centralize the data, we drafted a table in which, depending on the answers received, we calculated the average points for each participant, on the horizontal line and we rated them, whereas vertically, we calculated the average, which reflects the degree of satisfaction of each motivational element / factor included in the study.

3.   FINAL RESULTS

The employees with  SC Farmec SA are much more satisfied at work than the ones with Metro Cash&Carry, the percentage of the averagely satisfied at satisfied  is 70% (Table 2). At both companies, the number of very unsatisfied employees is the same, whereas at  Metro Cash&Carry the very satisfied employees represent around  5%, and at SC Farmec SA the percentage is 15%.

Table 2 Presentation of the satisfaction degree at work
	Rating
	Metro Cash&Carry
	SC Farmec SA

	
	No. of employees
	Structure (%)
	No. of employees
	Structure (%)

	Very unsatisfactory
	2
	9,5
	2
	10,0

	Unsatisfactory
	8
	38,1
	1
	5,0

	Medium satisfactory
	6
	28,6
	8
	40,0

	Satisfactory
	4
	19,0
	6
	30,0

	Very satisfactory
	1
	4,8
	3
	15,0

	Total
	21
	100,0
	20
	100,0


The most appreciated motivational factors at SC Farmec SA are the feedback coming from the direct boss, the activity implied in the work itself, the salary level and the possibilities of developing specialist skills. However, the least appreciated factors are the respect with which employees are treated, the internal opportunities, the degrees of invested responsibility and merit acknowledgement (Table 3). 
Table 3 The degree of validation of motivational factors
	No
	Motivational factors
	Metro Cash&Carry
	SC Farmec SA

	
	
	Total (∑)
	Hierarchy
	Total (∑)
	Hierarchy

	1
	The respect with which you are treated as an employee
	64
	2
	65
	5

	2
	Possibilities of developing specialist skills
	65
	1
	70
	3

	3
	Merit acknowledgement
	52
	7
	59
	6

	4
	The activity implied by the work itself
	57
	6
	71
	2


	5
	Payment level
	58
	5
	70
	3

	6
	Atmosphere at work
	61
	3
	66
	4

	7
	Quality of cooperation with top management
	57
	6
	65
	5

	8
	Feedback from the direct hierarchical executive
	59
	4
	75
	1

	9
	The degree of invested responsibility
	59
	4
	65
	5

	10
	Internal opportunities
	58
	5
	65
	5


If we correlate the perspective of the employee’s satisfaction vis-à-vis how well the company is capable of achieving the motivational factors, then out of the total number of employees 50% are satisfied and averagely satisfied as far as the working conditions, the quality of cooperation, salary, leisure conditions and the institution in general, are concerned. In the same time, for the employees of Metro Cash&Carry the most appreciated factor is the “Possibility of developing specialist skills”, a criterion that can be compared from the perspective of possibilities offered with other similar factors, as: the possibility of learning new things, an entry position, and evolution possibilities. An important place is taken by the “Respect with which you are treated as an employee” and the “Atmosphere at work”, whereas the least appreciated factor is “Merit acknowledgement”.
We can notice that at SC Farmec SA there are four factors (positioned at 5), which accumulated the same number of points, one of these criteria being “ranked” on the same position by the employees of Metro Cash&Carry, as well, i.e. „Internal opportunities”. Another interesting aspect is that the “Merit acknowledgement” factor was considered as the least appreciated by the employees of both companies mentioned in the study, being on the last position.

4. CONCLUSIONS
In the study carrier at both companies, the employees had the opportunity to express their points of view regarding the most important aspects of employee life, with contribute together to his/her satisfaction / dissatisfaction regarding society. According to the situation of the answers obtained (presented in Appendix 2), the most satisfied employees are those working for SC Farmec SA – the average degree of satisfaction is 3,67 (which equals the satisfactory rating), whereas the employees working for Metro Cash&Carry are less content with their employee lives (the average degree of satisfaction is  2,81, which equals the medium satisfactory rating).

At both companies the “Salary level” factor was not positioned first, fact which suggests to us that for the given employees, salary is no longer a main, basic factor and that there are other criteria that “satisfy’ the expectations one has at work, such as: the feed-back from the direct hierarchical executive or the possibility of developing specialist skills, the respect with which employees are treated or the activity implied by the work itself. Thus, wish for more than a salary, being more “satisfied’ at work by the respect they get, by the activity performed, by the relationship with the manager and by professional development.  

As mentioned, at SC Farmec SA there are four factors on rank 5 and on a more careful analysis, one can notice a direct relationship among those factors. The fact that the quality of cooperation with the top management is lower and the employees are not satisfied with how they are respected leads to a decrease in the degree of responsibility invested and of the internal opportunities and finally, the merit acknowledgement is the same; this fact is confirmed by the last position this factor was classified on. A similar situation is noticeable at the other company, as well, due to which one can affirm that for each satisfaction element there are sufficiently high resources for improvement. The most important resources lies in the quality of cooperation with the top management ad in this sense, the improvement possibilities would be the weekly working meetings. There are sufficient resources in order to assure the appropriate IT support, the benefits received in acknowledgement for the merits, the quality of cooperation with the other departments, as well as the respect which employees are treated with.
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Abstract:  The paper investigates the role of private and public funds for financing innovation activities in manufacturing and services using data from the Community Innovation Survey CIS 2007. We analyze the empirical significance of financing restrictions, especially the role of internal financing, outside capital, and public funding. The empirical results show that financing is a major hurdle to small and medium-seized companies. Particularly, knowledge intensive business services have problems to obtain funding for innovation. In general, companies rely on self-financing means to start an innovation project. Primarily as a consequence of information asymmetries private investors, e.g. banks, but also venture capitalists are uneager to invest in risky innovative ventures. In the early stages public funding complements internal financing in order to balance shortcomings in private capital provision. 
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1.   INTRODUCTION ON FINANCING OF INNOVATION

Getting access to sufficient financial sources is one of the main challenges in innovation. In general, firms have more ideas for technically feasible and customer demanded innovation than they can fund with the resources at hand (see Peeters and van Pottelsberghe, 2003). Financing restrictions thus reduce the volume of innovation activities of firms. On the one hand, such financing restrictions are unavoidable and serve as a way to allocate scarce resources to those projects that promise the highest returns. On the other hand, there are indications that firms invest less into innovation than would be necessary to maximize social returns (see Hall, 2005). From the financing side, two factors contribute to underinvestment in innovation: First, many innovation projects show an unfavourable ratio between earnings and costs due to a low exclusive appropriability of innovation returns (see Arrow, 1962). From a firm perspective, such risky projects show too high innovation costs. Intellectual property rights (IPRs) are the main government instrument to ensure full appropriability for the innovator and thus improve the cost-earning-ratio of innovation, though for a number of innovative activities, no effective IPRs exist. Secondly, suppliers on financial markets, esp. banks, are reluctant to finance innovative activities of firms, resulting in a low supply of loans for innovation financing. There are many reasons for this reluctance (see Hall, 2005), such as information asymmetries, moral hazard, adverse selection and lack of collaterals. 

As a consequence, innovative firms are often forced to rely on internal funding sources for innovation (cash flow financing). Other sources of private capital are offered outside the company (outside-capital financing) such as private equity, venture capital, and stock markets. Due to the specific terms of the agreement these financial means are of minor attractiveness, especially for small and medium-seized companies (SME’s). As an alternative to private funds companies can receive public support for R&D and innovation. Public financial sponsorship of innovation projects is given as grants, loans, subsidies, or credit guarantees. 

2.   INNOVATION PROCESS AND SOURCES OF FINANCE

Innovation is a form of entrepreneurial risk-taking (see Drucker, 1985). Introducing new products, entering new markets, increasing efficiency, or improving quality involves investments in research infrastructure and people. The common characteristic is that these expenditures will yield potential returns - if any - only in the future. An often complex and lengthy innovation procedure has to be successfully completed. The holistic approach to innovation – is a process that integrates diverse elements. It can be illustrated in a simplified form as a process of consecutive stages: (I) idea generation, (II) concept and planning stage, (III) product development with pilots and prototypes, (IV) testing and market preparation, and (V) the market introduction (see Figure 1).  

At the research stage most activities are undertaken in order to complete a prototype, application or service. The main aim is to try out the idea, to develop a concept, and to run feasibility studies. In this phase, innovation activities are financed with corporate money such as working capital or cash flow. Additionally, financial support can be received in the form of non-reimbursable grants that are given by national governments, regional institutions or international committees. Due to the high risks and uncertainty, neither banks nor other private investors have a high propensity to invest at the research stage. When a prototype can be built or a feasibility study was conducted, more groups of investors enter the picture. In this phase money is provided to complete the product development and to undertake pre-entry marketing actions. Internally generated funds and public money still play important roles, but seed and venture capital are other complementary means of private financing. These funds support pre-entry investments in technology, followed by further investment if the project results are likely to be successful. Institutional investors are generally cautious in lending money to risky und uncertain ventures or innovation projects. To ensure repayment the loans are backed by assets (e.g. accounts, equipment, real estate) or the cash flow of the innovation project. Additionally, the decisions are based on a careful review of the borrower and the financial track record.
Figure 1:  Phases and Financial Sources in the Innovation Process


[image: image25]
Source: Own figure due to Verwon and Herstatt, 2003; Grabherr, 2003.

At the final stages of market entry and penetration a number of relevant sources of finance are available. Companies themselves put all the finance they can afford in the market launching process to overcome the barriers to entry. Public money is used to provide grants or other forms of financial assistance to cover the start-up and entry costs. Venture financing depends on the size and type of the innovation project, because most venture capitalists concentrate on large and highly profitable deals. At least, traditional debt financing becomes a further appropriate source when relatively small sums of money are needed and the project is not too risky. 

Summarized, companies, especially small or medium-sized one’s need to consider available sources of finance very carefully. The choice of debt or equity financing depends on a variety of factors, because all financial means have advantages and disadvantages. In the innovation process company’s financing power, in particular the internal financing capacity is of uppermost importance. A company that receives private equity or venture capital has to accept some loss of control, strong financial discipline, and sharing the profits. The primary purpose of every venture capital fund is the creation of value and profit, i.e. sustained growth and a satisfactory return on the investment. Bank loans should only be considered if the amount required is relatively small or if it is needed for a short term. Ideally, this method of financing should not be used unless the borrower has a positive cash flow with which to offset the interest payments and the repayment. Companies can sometimes obtain public money to develop and launch an innovative idea. Public money cannot remove risk from the innovation activities at the firm level, but it can endeavour to make the innovation scenario more attractive. Governments put schemes in place to encourage banks and other private investors to award loans to what they might otherwise consider undesirable customers, especially high risk ventures in small firms.  

3.   Assessing the Sources of Funding 

Factors hampering innovation curtail the profitability of innovative projects, and are an indication that framework conditions are acting to reduce the extent of innovation activities in the national economy. They may lead firms not to start innovation activities at all, or be reasons for an unsuccessful end to innovation projects. Generally, factors which constitute barriers to innovative success can be put into the following categories: Costs, economic risks and profit opportunities; Lack of internal and external funds; Knowledge and human capital; Legal and bureaucratic burdens; Intra-company restrictions and resistance.
Table 1: Innovation Barriers by Sector and Size (in percent)
	
	Manu-facturing
	< 500
	> 500
	Services
	< 500
	> 500

	Economic risk
	32
	32
	51
	22
	22
	29

	Cost of innovation
	32
	32
	41
	23
	23
	25

	Internal funding
	22
	23
	20
	23
	23
	10

	External funding
	17
	17
	11
	19
	19
	6

	Organizational problems
	24
	24
	31
	16
	15
	35

	Internal resistance
	11
	11
	20
	8
	8
	19

	Specialized staff
	22
	21
	32
	15
	15
	26

	Technological info’s
	13
	12
	18
	8
	8
	7

	Info’s about markets
	12
	11
	22
	7
	7
	6

	Consumer acceptance
	17
	16
	36
	15
	15
	18

	Legal regulations
	15
	15
	22
	13
	13
	22

	Administration
	13
	13
	19
	12
	12
	16

	Market controlled by established enterprises
	12
	12
	17
	17
	17
	8


Source: CIS Germany, Mannheim Innovation Panel (see Annex). Note: 32 percent of the companies answered that innovation projects were hampered (extended, aborted, not initiated) due economic risk. (Multiple answers possible)

Reviewing the obstacles to innovation activities that companies in “manufacturing” and “services” experienced as a hampering factor of relevance and importance a number of interesting results occur (see Table 1): Firstly, excessive risks and substantial costs of innovation projects can be regarded as the main barriers to innovation. A large amount of capital must be invested in the innovation process, yet it is difficult to estimate at the beginning of the innovative activity whether and when it will pay off and what economic effects it may have. This barrier to innovation is a serious problem for one third of the companies in manufacturing and over 20 percent of enterprises in services. Secondly, allocating and funding the necessary resources, such as equipment, personnel and know-how can often present considerable difficulties carrying out innovation activities. More than 20 percent of the companies in manufacturing and services are affected by a lack of an appropriate internal source of finance, nearly 20 percent in services have problems to get access to external sources of funding. 
Unsurprisingly, the importance of an innovation hampering factor, especially the challenges of funding go hand in hand with the size of the firm. Small and medium-seized firms with less than 500 employees find it harder to overcome the financial limitations. Due to internal and external financial shortages the likelihood that SME extend, abort, or do not initiated an innovation project is higher in comparison to bigger companies. Notably, companies in the service sector have obviously problems to receive funds for their innovation activities. The reason: technical and business services in the field of information, communication, software, and R&D run risky projects, the activity is intangible and material security is missing. Having these results in mind, an in-depth analysis of different sources of funding and suitable instruments to finance innovation projects reveals further insights into the financial management of a company. 
Table 2: Sources of Funding by Sector and Size (in percent)
	
	Manufacturing
	< 500
	> 500
	Services
	< 500
	> 500

	Cash flow
	82
	81
	95
	57
	56
	82

	Equity / shares
	6
	6
	4
	7
	7
	3

	Shareholders’ loans
	11
	11
	5
	13
	13
	3

	Bonds / Obligations
	1
	1
	1
	0
	0
	1

	Credit line
	19
	19
	13
	14
	14
	10

	Bank credits
	13
	13
	10
	9
	9
	9

	Public loans
	9
	9
	10
	2
	2
	4

	Public allowance
	11
	11
	18
	7
	7
	9


Source: CIS Germany, Mannheim Innovation Panel (see Annex). Note: 82 percent of the companies in manufacturing employed cash flow to finance innovation projects. (Multiple answers possible)

When enterprises are asked to state, which sources of funding were employed to finance innovation projects, the following picture reveals (see Table 2): Firstly, the huge majority of companies employed innovation projects on base of ongoing business operations, such as profits, sales, working capital, or extended payment terms (cash flow financing). More than 80 percent of enterprises in manufacturing and almost 60 percent in services utilized internally generated financial means for innovation activities. Secondly, debt financing by using credit lines and current account advances is the second important means of funding for enterprises in manufacturing and services. Almost 20 percent of the companies in manufacturing, especially SME’s, and 14 percent in services utilize these relatively unprofitable financing instruments. Bank credits are ranked on place number three, because they imply a couple of disadvantages for the companies, e.g. dependency on lender, high interest rates, and concerns about the securities. Thirdly, the empirical work reveals that other private funding sources that are external to the company like the admission of new shareholders, participation of other enterprises, shareholders’ loans, dormant equities, and/ or participation certificates have similar importance as bank credits but play a minor role in the portfolio to finance innovation projects. At least, aside private inside and outside capital a company can sometimes obtain public money (e.g. loans, and/or allowances or grants) to develop and launch an new ideas. On the average 10 percent of the companies in manufacturing utilize public money in innovation projects. Compared with big companies SME’s do not participate to the same extent in financial assistance programs that include direct loans, loan guarantees, public equity and government grants or allowances. Furthermore, the service sector makes less use of public loans and allowances, and/or public programs are hardly addressed to theses clientele. 

4.   REMARKS ON INNOVATION MANAGEMENT AND POLICY 

Summing up, for the majority of companies, especially young, small and medium-sized ones, financing innovation activities is an undertaking during which a number of problems arise. The specific economic characteristics of innovation projects discourage institutional investors and private equity from investing in new ventures and innovative projects. Companies have to rely on their own financial means to start the innovation process. Financing innovation by allocating a part of current operation profits to activities is fraught with risks. If successful, cash flow financing will not create revenue until later periods, Since most of this investment is in current expenditure (salaries, material, external services), financing of innovation projects drains the current operating profit and can severely restrict an enterprise’s liquidity. The negative cash-flow effects tend to affect SMEs seriously and might lead to an underinvestment in innovation that would be necessary to fulfill the challenges in highly competitive markets. In order to finance innovation projects SME’s use outside-capital and seek for a loan from a bank (debt financing). But, using credit lines or medium- and short-term bank credits is an inefficient way to finance innovation activities. High interest rates are charged, collaterals have to be provided, and the payment is typically only indirectly linked to the innovation activity.
Public money is a further financing alternative. The aims of authorities are to fund scientifically sound research projects in order to increase the number of participants, to foster the commercialization of applied research and to promote innovation for public benefit. Although, these instruments cannot remove risk from innovation activities they can endeavour to make the innovation scenario more attractive. Some governments put schemes in place to encourage banks and other private institution to make investments to what they might otherwise consider undesirable customers, especially high risk ventures in small firms. In general, SME’s seem to have more problems getting access to public funds and/or to receive substantial public financial support. A substantial portion of their innovation potential lies fallow because they are hard hit by the shortage of appropriate funding. The negative effects of the impediments increase parallel to the innovativeness and R&D-intensity. Especially, small companies in the service sector (knowledge intensive business services) are confronted with specific problems to find external private and public financial support: services are intangibles, it is difficult to proof feasibility, collateral is missing, and an asymmetric risk distribution between lender and borrower exists. That implies a new challenge for the management of SME’s and policy makers. In the future, intellectual property, human capital and organizational skills should be used and valued as an asset for the company to secure finance. Innovation management has to understand the economics of valuation of intellectual properties in order to attract potential investors, and public authorities.

ANNEX: DATA

The empirical analysis use data from the Community Innovation Survey 2007 (CIS). The CIS offers representative data for all EU member states on innovation activities of enterprises. The German CIS4 has been conducted by the Centre for European Economic Research ZEW in 2007 using a standardised written questionnaire. Out of a stratified random sample of about 28,000 enterprises, almost 5,500 enterprises provided information on their innovation activities.
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Abstract: Internet offers a series of co-operational tools for on-line teaching, which can be built and adapted according to the field where they will be used. In this article, we propose to demonstrate the way in which we can transform an asynchronous communication tool, used by most people, into a co-operational learning tool, needed in any firm, especially in a firm that provides fiscal advice (fiscal consulting firm). This idea appeared and developed as a result of the problems that these type of firms need to deal with in the process of training their employees, such as spending a lot of money. The article begins by presenting a viable solution of blended learning which can be adapted in a fiscal consulting firm and not only, in order to reduce the cost of employees’ training, maintaining though the high level of formation. The article continues by showing the conceiving, projection and implementation of this type of tool and it offers all the necessary information in order to transpose it into practice by any firm willing to use it. The article ends by analyzing the data obtained after the implementation and one month use by the employees of a fiscal consulting firm. Based on the statistic analysis of the data obtained previously, we can demonstrate this tool’s importance in the employees’ teaching process.
Keywords: Blended learning, data’s statistic analysis, co-operational teaching tool, MySql, PHP

1.   INTRODUCTION 
During many centuries, the society suffered a struggle due to the apparition and continuous development of various technologies which were, are and will be conceived in order to facilitate the human activity. These technologies distinguished the transition from the agrarian society to the industrialized one, becoming nowadays the informational society. This type of society is based on a virtual environment named Internet. As it is known, Internet was first used by the scientists, while now it is used in every domains of one society, including in education, arousing major changes.

In Romania, at this moment, there are made serious efforts in order to integrate the e-learning not only in universities, but also in firms, following the example of many countries which successfully managed to implement this way of learning. E-learning undertakes the principles and the methods of the classical education and adapts them to the virtual environment. The solution for the correct implementation of the e-learning method, both in education and in firms, consists of implementing an intermediate method named mixed learning. This solution was and continues to be practiced in all the countries that nowadays use e-learning in the process of learning at any level.
Blended learning (Doica_site) is a system that manages the learning process by reuniting the traditional way of teaching with the latest technologies, generated by the apparition and acceptance of the Internet network. Blended learning (Singh_site) (Harrison_site) is the continuous improvement method that can be used not only for the continuous improvement of a firm's employees, but also for the development of the studies at distance, in the academic field. 

Following, we propose to describe a theoretic prototype of blended learning based on synchronous and asynchronous communication instruments, used at this moment by a large part of the population, destined to the continuous improvement of a firm's employees, especially in a fiscal consultancy firm.

2.   THEORETIC PROTOTYPE OF BLENDED LEARNING FOR A FISCAL CONSULTANCY FIRM

Following us and the specialized authors (Valiathan_site) (Singh_site) (Harrison_site), the usage of the blended learning method in the employees'  improvement process is the ideal solution to accomplish the improvement process of the employees at the working place. This solution offers various major advantages and we would like to distinguish the one that allows the conceiving of learning material, following the assimilation level of each employee. In this case, each firm's employee will receive the teaching aid adequately to the level of information's assimilation, eliminating this way the risk that one person wouldn't understand correctly the new information. As a consequence, that person will be able to unfold its activity without making very much errors.

In a fiscal consultancy firm with working places in various regions of Romania, due to the fact that there are a lot of changes in its activity field, it is compulsory to have a continuous process of personnel's improvement. In this situation, until Internet's apparition, this process needed important financial efforts from a firm because it was imposed to organize trainings. On one side, organizing this type of courses didn't solve the problem because the laws are in continuous change and on the other side, the money spend is recovered in a lot of time, causing useless financial lack of balance. In this context, we consider that the solution is to develop and implement a mixed learning platform that can be improved and adapted according to the firm's dimension and needs. 

Following, we will present a mixed learning scenario, that we have elaborated after consulting specialized literature (Valiathan_site) (Singh_site) (Harrison_site) (wikipedia) and that supposes: 
I.  The organization of meeting will be done with all employees, and it has to contain the following:
1. to present the utilization's guide of the blended learning platform.

2. to separate the personnel in virtual communities according to the activity that each one unfolds  in order to offer to them only the information they need.

3. to assign a tutor for each virtual community. The tutor has the task to create and send learning materials that contain interpretation and application method of the new legislation from the activity field of its virtual community.

4. to present and explain the rules that need to be followed by each virtual community. One of these rules is that each person can communicate both synchronous (chat, forums) and asynchronous (e-mails) with other colleagues or the tutor. The on line platform's instruments can be used only with the purpose of learning. Each employee will use at first the platform as a test and in case he has problems he will be helped.

The next face to face meetings will take place only if there are serious modifications in the field or if the firm changes its strategy or structure. These meetings have the purpose: to give the employees the possibility to clarify the problems they have regarding the platform's utilization and the new Web technologies on which the training is based; to allow tutors both to clarify the problems encountered by the employees and to mediate the discussions among them, by offering solutions; to permit physical discussions not only among employees, but also among employees and their bosses,  because the society is not ready yet to work only on line so physical meetings are needed.
II.  The on line part of the learning prototype contains the following elements:

1. the delivery of the materials containing the necessary information for each virtual community;

2. each material is posted on the on line platform and it contains text and multimedia elements according to the theme approached;

3. the virtual community's members have the possibility to communicate using forums, chats or e-mails in order to help each other with the problems they encountered.
4. the employees get on line pieces of advice from their tutor between the hours established, at the first traditional course, on the forum or on the chat.

Next, we will describe the elements that compose a practical prototype of blended learning platform form a fiscal consultancy firm.
3. PROTOTIP PRACTIC DE BLENDED LEARNING FOR A FISCAL CONSULTANCY FIRM
Based on the theoretical prototype of training a fiscal consultancy firm's employees presented previously, we consider that using the triad PHP-MySQL-Apache it is possible to create a theoretical prototype of primary blended learning platform that a fiscal consultancy firm can implement with minimal costs. The firm will need a classic client-server application. On the server's side, there can be kept the application that manages the materials, the accounts of the employees and of the tutors. This application will be accessed only by the platform's administrator. On the client's side, there will be developed two applications: one for the tutors and the other one for the employees. The application destined for the tutors will own all the necessary instruments for creating training materials and for communicating both synchronous and asynchronous with the firm's employees. The application destined for the employees will contain all the  instruments needed to browse the learning materials and to communicate both synchronous and asynchronous with the tutors and among them. The synchronous and asynchronous communication has an important role in this platform. Picture 1 contains the asynchronous communication instrument used in the prototype described among the employees and among the employees and the tutors.

Picture 1. Asynchronous communication instrument
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We statistically processed the data obtained from a questionnaire. This questionnaire was created to determine rather a blended learning platform was preferable in a firm's employees training process instead of a traditional training method, in a fiscal consultancy firm. Next, we will describe the way we used this questionnaire and we will statistically process the data obtained (DruganTigan2005) (site_biostat) (site_corel) (StancaChis2007).
4. STATISTICAL METHOD AND DATA PROCESSING

Based on the questionnaire, we initiated a study on 80 persons from both genders, with ages between 23 and 60 years. They had to answer to the question: “The training using a blended learning platform is a better procedure from all points of view (information, quality and time) than a traditional training?” The persons questioned answered both before seeing the blended learning platform and after one month usage of the platform.
The null hypothesis is that there is no significant difference between the two steps (before and after the use of the platform). The alternative hypothesis is that there is a significant difference between those two answers. 
	 
	The first questionnaire
	Total

	The second questionnaire
	Yes
	No
	 

	Yes
	37
	13
	50

	No
	15
	15
	30

	TOTAL
	52
	28
	80


Table 1. The observed table of contigency

The previous table was created based on the following principle : N>30 in our case answers to a question with Yes or No twice, before and after using the blended learning platform. By this action, it is tested if the proportion of the Yes and No answers is significantly different from the first questionnaire to the second one. Next, we created a theoretical contigency table based on the table from the previous step.
	 
	The first questionnaire
	Total

	The second questionnaire
	Yes
	N0
	 

	YES
	32,5
	17,50
	50

	NO
	19,5
	10,5
	30

	TOTAL
	52
	28
	80


Table2. Theoretical contigency table

Step 3. Based on the data obtained, we continued the statistical processing. The results obtained are α=0,05; df=1; Hi-square critical=3,841459149; p-value=0,029345111; Hi-square observed =4,74724002; Sensibility=0,552238806 Specificity=0,54.We add the p-value<0,05, so the test is statistically significant (this conclusion may be also seen from the results of the values Sensibility and Specificity), but the p value doesn't influence the acceptance or the rejection of the null hypothesis, this being done by comparing the values returned by Hi-square observed with Hi-square critical.If Hi-square critical<=Hi-square observed then we can reject the null hypothesis and accept the alternative hypothesis, meaning there is a significant difference between the two answers before and after using the blended learning platform. So, in order to increase the quality of the employees' training process it is needed to implement a blended learning platform. The result of this type of effort would be benefic not only for the employees and firm, but also for the clients.

5. CONCLUSIONS

During the years, it has been observed that the firms spend large sums of money on their employees' training processes, Without guaranteeing that each person will correctly assimilate the information and at the level desired by the company. Internet apparition allowed the improvement of the classical learning methods, obtaining this way mixed learning methods in the virtual environment. In this context, we consider that the implementation of a mixed learning platform in a firm is the best solution in the  employees' training process, fact that we statistically demonstrated previously.
This article contains a theoretical and practical prototype that can be implemented and adapted by any firm in order to be used for a determinate period of time, and at the time that the employees are ready to follow an exclusive on line training to implement an e-Learning platform. This conclusion is a little bit out of the reality because the change from the classical training to an exclusive on line learning method is very aggressive and might have negative influence over the employees.
Over the time, it has been demonstrated that sudden changes from one step to another had led to failure; this is why it is preferable to chose an intermediate solution, a mix between the old and the new, exactly what the blended learning represents
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Abstract: The purpose of this paper is to present some results of our recent research concerning the entrepreneurial culture in the Romanian universities. The business entrepreneurship has been and still is a rejected concept in the Romanian academic field. It is true that powerful states like France or Germany do not agree with this idea, but for different reasons: the government control in these states does not represent an obstacle for the institutional development and survival within the competitive educational market, because the governmental funding for the universities is substantial due to a more developed economy.
However, there are also best-practice cases. For example the UK, Netherlands, and the Scandinavian countries have contributed to the development of the entrepreneurial management paradigm and, through this, to the general process of development and innovation. These examples and others from different industries have emphasized an important premise: the entrepreneurial management is directly related to the valorization of human capital. Starting from this theory and from the idea that the human capital in universities is different, we have started an exploratory research, built on the model of onion leaves, with a central objective to determine the conditions influencing the possibility of implementing a new pilot-project of entrepreneurial university, based on strategies, policies and human capital management of entrepreneurial type. The first stage, the results and conclusions of which are presented in this paper, has as main objective the recording of the level and the accuracy of understanding the entrepreneurial culture concept in the Romanian universities. The objective of this stage was established taking into account that the implementation of such paradigm supposes a change in the thinking pattern, which means a change in the organizational culture towards an entrepreneurial model. The research was conducted during May-June 2008, based on a questionnaire. We consider that the results are of great interest, due to the subject – a diagnose that provides the blue print of the dominant thinking pattern in the Romanian universities, as they face global challenges present on any educational market in the world: globalization, development, innovation, competition, etc.

Keywords: educational market,entrepreneurial culture, entrepreneurial university 

1.   INTRODUCTION

The purpose of this paper is to analytically present several critical features regarding the adoption of the entrepreneurial culture within the Romanian academic environment. Although the specialized literature provides some 163 definitions (Stanciu, Ionescu, 2005) there is no certainty about the concept of organizational culture, and even less about the one of entrepreneurial culture. Burton R. Clark has found a way to define the concept by describing is application: “For an institutional idea to drive its way into a university it has to be known by many stakeholders and to be correlated with other ideas. While the correlated ideas are supported by numerous structures and processes we can consider them as institutional beliefs that reflect distinct traits. Successful entrepreneurial beliefs that define the will of change can spread in time within the whole organization becoming a new culture. What seemed at the beginning a simple or naïve idea now becomes a new perspective that self-imposes, providing a unifying identity” (Clark, 2000).
The paradigm of the entrepreneurial university based on entrepreneurial culture starts with recognizing that the environment is very dynamic and competitive due to the massification of higher education and to a continuously lower financial support from the government. Ruth Dunkin, quoted by Stelian Pintea (2008), shows that nowadays for a university to be successful it has to be entrepreneurial and aggressively competitive. Clark argues that the entrepreneurial universities are the ones taking risks by introducing new practices, by innovating the way they function, by changing their structures radically, and by anticipating the evolution of the market and opening perspectives for the future. Clark states that the entrepreneurial university is also innovative regarding the identification of financial resources that do not have a negative connotation such as pure profit and/or business. As for the entrepreneurial structures, generally, they are very flexible, dynamic and structured hierarchically. The transformation towards entrepreneurship is a collective approach, initialized and lead by an interdepartmental team. Clark (2000) emphasizes the transformation guidelines of the universities towards entrepreneurship: a well-consolidated decisional headquarters that has to include staff from both central and departmental university administration; a dynamic extended periphery composed by entrepreneurial units; diversified financing sources; well-motivated academic staff – represented by the traditional academic departments, these units remain the place where the most part of the academic work takes place; an integrated entrepreneurial culture, a work culture very favorable to change.
2.   THE DESIGN OF THE RESEARCH

The research was conducted during May-June 2008, on 40 subjects, all academics within the Romanian higher education system. The method used was the investigation based on self-administered questionnaire. From a total of 100 questionnaires mailed, 40 were validated. The subjects came from all the large academic centers in the country and the group included individuals from all academic positions and degrees. A significant fact is that the subjects cover a large area both regarding their field of expertise and their work experience. The research tool was built based on the research of the specialized literature and case studies. The questionnaire focused on determining the level of awareness and understanding accuracy regarding the concepts of entrepreneurial university and entrepreneurial culture within the Romanian academic environment. The paper will focus on the analysis of data related to the entrepreneurial culture. The dimensions and sub-dimensions of the questionnaire as well as the measurement standards used will be presented below.   
3.   QUANTITATIVE AND QUALITATIVE ANALYSIS OF THE DATA. DISCUSSIONS

The data recorded based on the application of the research tool have been digitally processed with the Statistical Package for Social Science - S.P.S.S. v. 10.0 for Windows software. The data passed a two-step analysis. Firstly, a descriptive analysis was done, with the average calculation for all the items according to the social-demographic variables (gender, age, education, work experience, hierarchical position, and area of study). The second step was an exploratory analysis meant to determine the level of awareness regarding the concept of “entrepreneurial culture” among the faculty, to identify the descriptors of the entrepreneurial university, and to calculate the Pearson co-relation coefficient between the results obtained from the items regarding the characterization of the entrepreneurial university and its management, and the other specified variables. 

The section of the questionnaire concerning the entrepreneurial culture in universities included 5 items. Question no. 8 – “How much do the features below belong to the entrepreneurial culture?” had the following sub-dimensions (possible answers): a) increased adaptability to the external and internal environment; b) practices with possible uncertain effect; c) risk acceptance d) innovation; e) maximum profit; f) decentralization; g) the diminishing of the academic legitimacy; h) orientation towards new resources and facilities; i) material development; j) reputation; k) orientation towards change. The next question – no. 9 – was formulated like this: “To what extent do you think that the implementation of an entrepreneurial culture within a Romanian university would mean: a) diminishing of the academic legitimacy of the university; b) transforming the university in a profit-based private business; c) training of specialists and innovative knowledge; d) creation of an interface with the social and economic environment; e) the creative exploitation of the changing environment; f) diversification of the financial resources; g) the real autonomy in relation with the state budget financing; h) radical change in the organizational structure; i) the minimization of the academic environment. The above items had 5 answer options in a standard continuum, from the most positive to the most negative. There were three items (no. 13, 14, 15) that were limited to YES and NO answers: “Do you think it is possible that in the near future some entrepreneurial cultures would coagulate within the Romanian universities?”; “Do you consider that the existence of a good-practice example of implementing an entrepreneurial culture in a university would influence other universities to adopt this strategy?”; “Do you consider that the implementation of the academic entrepreneurial culture would lead to a lower state budget financing?”

The survey shows a strongly significant correlation (r = .705, p < .01) between the adaptability and innovation dimensions in the item no. 8. Within the same item innovation correlates strongly significant with the orientation towards change (r = .473, p < .01). There are also strongly significant correlations among adaptability (from item no. 8), training of specialists (r = .523, p < .01) and creative exploitation of the environment (r = .697, p < .01) (from item no. 9). Such correlations were expected because the understanding of the term adaptability and its presence in the vocabulary and current professional practice proves the interest of the subjects for this matter. 

Therefore, it is expected that the individual should be aware of many of the meanings, should know as many application domains and manifestation forms as possible of the concept “entrepreneurial culture”. The above statements are confirmed by the strongly negative correlations between adaptability and the diminishing of the academic legitimacy of the university from item 9 (r = -.473, p < .01), and between adaptability and the minimization of the academic environment in the same item (r = -.495, p < .01).


The results are supported by the analysis of the environment according to the variables “gender” (male, M = 4.50, SD = 0.69; female, M = 4.25, SD = 0.97) and “experience” (M = 4,50 for 25-35 years age group, M = 4.71 for 36-45 years age group, M = 3.89 for 46-55, and M = 4.38 for over 56 years old, SD = 0.52). The subjects were strongly against the adaptability of the university to the dynamics of the external environment with a decrease in its specific force of expression and with the diminishing of the academic dimension.
Following the dimension innovation of item 8, we have identified the existence of significant correlations between this and the next dimensions of the same item: orientation towards new resources (r = .462, p < .01), reputation (r = .481, p < .01) and orientation towards change (r = .461, p < .01). Innovation is also significantly correlated with some dimensions of item 9: training of specialists (r = .642, p < .01), the interface with the socio-economic environment (r = .443, p < .01) and the creative exploitation of environment (r = .619, p < .01). As it has resulted from the analysis of the dimension adaptability, in this case, too, the subjects demonstrate the existence of significant negative correlations between innovation and maximum profit (r = -.347, p < .05), but, mostly, between innovation and the minimizing of the academic environment (r = -.468, p < .01). Also a negative correlation has resulted between innovation and the diminishing of the academic legitimacy.
The dimensions maximum profit and material growth show a significant positive correlation (r = .434, p < .01). The correlation is mostly made by young the young faculty (26 – 35 years old), for which an average of M = 3.88 resulted, with a SD = 0.89 compared to senior faculty (over 56), for which the average was only M = 2.88, with a SD = 0.64. The faculty aged 36-55 presented some inconsistency regarding the assimilation of the concept of “entrepreneurial culture” with the consequent material growth. From this sequence we can conclude that the university that has implemented a strong entrepreneurial culture can be supported mostly by the young faculty. This constitutes a positive element, because it proves that the term “entrepreneurial culture” is correctly perceived by the individuals in this age group, that it has substance and practical applicability.
As far as the use of the term decentralization as a reference to the entrepreneurial culture, it has shown the existence of a significant correlation (r = .414, p < .01) with the characterization of the entrepreneurial university as in need of structural change. A surprising correlation, strongly negative, but beneficial for those that are studying the phenomenon of promoting the concept and practices of entrepreneurial culture, has been found between the dimension decentralization and item 14 (“Do you consider that the existence of an example of good practice in the implementation of entrepreneurial culture in an university might influence other universities to follow the same direction?”); in this case, we have found r = -.448 with p < .01, which is relevant. The university ceases being a scholastic environment, an island; it becomes more and more autonomous, rejecting the models developed by other institutions of higher education. Universities conduct their own experiments in order to find their way on the educational market. As demonstrated in a previous research (Stanciu, Ionescu and Stanescu, The university and the entrepreneurial culture – notoriety and comprehension in the Romanian academic environment, work in print for the INSEE Review), the bigger the number of articles on the entrepreneurial university read by the subjects, the more they consider that the management of the entrepreneurial university is professionalized and that it supposed the orientation towards quality (r = .411, p < .01) by own forces, without recipes already tried by other before. The sources for most of this information on the concept of “entrepreneurial culture” are the books and the articles, therefore the models are not accepted without discernment, even if they had been proven a success for other institutions. From the data obtained, we can infer that the subjects consider that the economic and social approach of the entrepreneurial culture is one essentially pragmatic and individual.
The answers of the research subjects have conducted to the conclusion that there is a significant and strongly negative correlation between the dimension diminishing of academic legitimacy (item 8) and the dimension training of specialists (r = -.734, p < .01), the dimension creative exploitation of environment (r = -.630, p < .01) and the change in the organizational structure (r = -.454, p < .01), all from item 9. The average of individuals supporting the above data is M = 2.00 with SD = 1.15, showing a good support from many faculty members, regardless of their age.
The dimension orientation towards new resources in item 8 is significantly positively correlated with the following dimensions of the same item: innovation (r = .462, p < .01), reputation (r = .552, p < .01), orientation towards change (r = .464, p < .01), and also with some dimensions of item 9: training of specialists (r = .409, p < .01) and creative exploitation of the environment (r = .495, p < .01). The expected significant negative correlation proved to be between the dimension orientation towards new resources in item 8 and the dimension minimization of academic environment in item 9, for which r = -.448 cu p < .01 resulted. Regardless their age, gender, work experience or level of training, the average of the answers strongly support all the things detailed above, demonstrating that there is a quasi unanimous trend in thinking and acting towards university entrepreneurial culture.
The dimension reputation is perceived by the subjects in agreement with the dimensions innovation (r = .481, p < .01) and orientation towards new resources (r = .552, p < .01) in item 8, and also with the dimension creative exploitation of the environment (r = .442, p < .01) in item 9. The entrepreneurial culture is, therefore, perceived as a means of increasing university reputation through means at hand to all university managers: identifying secondary financing resources (research for the benefit of a tertiary part) and the cooperation/union with those entities of the economic environment that can and are willing to support the development of the academic environment for a mutual benefit. The subjects do not perceive the concept and practices of the entrepreneurial culture as a way of immediate gain. To argue this, here are some data regarding the significant and strongly positive correlation between the dimension orientation towards change and adaptability (r = .473, p < .01), innovation (r = .461, p < .01) and orientation towards new resources (r = .464, p < .01). The results presented here are also supported by the analysis of the environments in relation to the variables age and work experience. Furthermore, it is interesting to notice the significant negative correlation between the transforming the university in a profit-based private business (item 9) and the orientation towards change dimensions (r = -.482, p < .01). This would suggest that the subjects perceive correctly the fact that the higher education institutions do not chose change for becoming centers of profit. 
The creative exploitation of the environment dimension correlates significantly positive with adaptability (r = .697, p < .01), with innovation (r = .610, p < .01), and also with orientation towards new resources. As the results show there was a significant negative correlation between the creative exploitation of the environment and the diminishing of the academic legitimacy (r = -.630, p < .01).
Item no. 13 “Do you think it is possible that in the near future some entrepreneurial cultures would coagulate within the Romanian universities?” allowed only the identification of some negative correlations; thus, the subjects considered that there is no relation between the promotion of such culture and the loss of reputation of the university (r = -.365, p < .05) or with the diminishing of state budget financing (r = -.326, p < .05).
Item no. 14 “Do you consider that the existence of a good-practice example of implementing an entrepreneurial culture in a university would influence other universities to adopt this strategy?” has lead to strongly negative correlations concerning the decentralization (r = -.448, p < .01) and diminishing of state budget financing (r = -.434, p < .01) dimensions.
Last but not least, the answers to question 15 “Do you consider that the implementation of the academic entrepreneurial culture would lead to a lower state budget financing?” allowed the establishment of a significant correlation r = -.332 with p < .05 the diversification of the financial resources dimension.
4. CONCLUSIONS

In the above context the normal reaction of the universities should be proactive, entrepreneurial, even if the process of change imposes some risks. Among the risks we have identified the resistance to change, especially from very experienced academics. The research provided some correlations, which, if known by the academic managers, would allow them to initiate the process of organizational change through culture. In order to proactively address the challenges, the higher education institutions should promote an entrepreneurial culture and spirit similar to the one existent within the private economic organizations. Consequently, universities would have a real chance of development on the educational market.
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Abstract: In this paper is presented a review of several studies concerning the financial structure of an enterprise and its influence over performance. The manner in which an enterprise is financed is of extreme importance because it defines the basis on which the entire entrepreneurship is built, and it may significantly impact on overall profitability. For example, a levered company is more valuable than a similar unlevered company, because of the tax shield effect. Moreover, leverage implies other issues involving the cost of capital, agency relationships and corporate governance.  
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1.   INTRODUCTION 

The financing decision is of great scientific importance in the field of corporate finance, because it influences the firm value and performance. In particular, an investor has to determine if financial leverage creates value, increases the value of the firm or simply just increases the financial risks of the shareholders. 

2.   LITERATURE REVIEW

According to classical theories, the major financial objective which is pursued by managers and capital suppliers is the maximization of a company’s market value. This amount of value will afterwards be parted between shareholders and debtholders. Managers will be rewarded depending of this result. This issue was largely discussed for over fifty years, ever since the publication of the famous irrelevance theorems, by Modigliani and Miller. According to the model defined by these authors, in a perfect and complete market setting, with no transaction costs or taxes, the financial structure of a firm will have no effect upon its value (Modigliani and Miller, 1958). Thus, financial structure decisions will merely result in altering the distribution of value between the company’s stakeholders. However, this perfect market model is unfit for the firms in the real world.
In fact, Modigliani and Miller themselves admitted the importance of one financial feature not included in their original model, respectively, the tax-deductible expense of interest payments (Modigliani and Miller, 1963). Moreover, considering the idea of market imperfection and the fiscal asymmetries regarding the treatment of capital returns for shareholders and debtholders, the leveraging decision can influence the value of an enterprise and its investments (Stancu, 2007). Several post Modigliani and Miller studies have developed models of optimal capital structure which involve maximizing the value of the firm, in the context of a trade-off between the tax shield advantages of debt and the agency costs of equity, both of which increase firm value as debt levels rise.
The most influential optimal capital structure model is that developed by Jensen and Meckling. The model states that on a market without corporate taxes, but with non-trivial agency costs, ownership and capital structures are not independent of each other, but rather are chosen so as to minimize total agency costs (Jensen and Meckling, 1976). Jensen and Meckling were pioneers in the development of agency theory and the “optimal contracting” theory. Nevertheless, this model is based on a number of strong assumptions: all economic agents are rational contractors and financial markets are efficient. Thus, agency costs are ultimately borne by the shareholders. Agency costs and bankruptcy costs have a negative impact on the current firm value. On an informationally efficient market, the present value of these costs will be reflected in the prices that capital suppliers are willing to pay.
This optimal capital structure model was challenged by Merton Miller. He argues that even in a world in which interest payments are fully deductible in computing corporate income taxes, the value of the firm, in equilibrium, is still independent of its capital structure. Bankruptcy costs and agency costs do indeed exist, but are disproportionately small compared to the tax savings they are supposed to balance (Miller, 1977). For big businesses, and particularly for low-levered corporations, this preempted trade-off cannot withstand. Furthermore, any situation in which corporation owners can increase their wealth by substituting debt for equity, or vice versa, is not compatible with market equilibrium. Their attempts to exploit these opportunities will lead, in a world with progressive income taxes, to changes in the returns on stocks, bonds and in their ownership patterns. Consequently, these mutations will restore the equilibrium and remove the incentives to issue more debt, even without invoking bankruptcy costs or lending costs.
If considered a set of explicit contracts, then the firm cannot be worth more than the sum of the individual contracts that compose it. This observation carries enormous implications for financial distress and for capital structure. If the value of a firm is simply the sum of its parts, then the prospect of a piece by piece liquidation cannot affect its overall value. In this case, the irrelevance result of Modigliani and Miller applies directly (Zingales, 2000). Although logically consistent, this approach does not provide a convincing theory of the costs of financial distress.  
A distinguishing feature of the corporation, as a legal entity, is its limited liability. This implies that investors are not personally responsible for corporate liability. In this manner, the equity can be assimilated to a call option on the firm, with a strike price equal to the face value of the outstanding debt (Black and Scholes, 1973).  
The most obvious consequence of financial structure decisions is that leverage increases the variance of the residual cash-flows accruing to shareholders. Simultaneous changes in business risk and financial leverage have the potential to significantly alter managerial incentives and the distribution of financial risk between different corporate stakeholders (Keasey, 2005). Recent research has confirmed that markets are often highly inefficient because of bounded rationality and widespread incomplete and costly contracting. Consequently, many of the wealth effects of financial structure decisions will not have been anticipated by stakeholders and many corporate decisions will inevitably involve contractually uncompensated wealth transfers. Then, leverage decisions will heighten conflicts between shareholders and other stakeholders.
Conflicts of interest between corporate insiders and outsiders are central to the analysis of the modern corporation, in which insiders own less than full cash flow rights. Many studies suggest that the firm’s ownership structure is a fundamental determinant of the extent of agency problems between controlling insiders and outside investors, with a significant impact on firm valuation. The insiders who control corporate assets can potentially expropriate outside investors by diverting resources for their personal use or by allocating funds to projects that provide private benefits (Lemmon and Lins, 2003). 
Conflicts between managers and shareholders arise because the managers hold less than 100% of the residual claim. In consequence, they do not capture the entire gain from their profit enhancement activities, but they bear the entire cost of refraining from overindulging themselves in pursuit of “prerequisites” (such as corporate jets, plush offices, etc.). Ultimately, they will not refrain themselves (Harris and Raviv, 1991). This inefficiency is reduced the larger is the portion of equity owned by managers. Holding constant the managers’ absolute investment in the firm, debt financing will increase the managers’ share of the equity and reduce the loss from the conflict.
The degree in which, in practice, the economic welfare of other corporate stakeholders is significantly influenced by corporate financial structure decisions depends upon how far their financial claims are adequately protected by a set of legal, regulatory and governance arrangements that function in the corporation. However, if we take into consideration that any organization is a risky entity, then it is obvious that, the financial claims of shareholders and debtholders, along with the future earnings expectations and occupational pension promises made to employees, etc., all of these are essentially contingent claims that depend upon the long-term financial success and continuity of the risky enterprise (Keasey, 2005).
Excluding tax-based capital structure approaches, Harris and Raviv surveyed theories based on agency costs, asymmetric information and corporate control considerations. They grouped models based on the forces that determine capital structure. These are four “desires (to)”:

                 - ameliorate conflicts of interest among various groups with claims for the firm’s resources;

                 - transfer private information to capital markets or reduce adverse selection effects;

                 - influence the nature of products or competition in the market;

                 - affect the outcome of corporate control contests.

Although many potential factors emerge from theory, a significantly small number of “general principles” is evident. For example, models of almost all types share the prediction that stock price will increase on announcement of leverage-increasing capital structure changes. This is probably because the models were designed to produce this prediction (Harris and Raviv, 1991).
Corporate governance policy initiatives have concentrated on the agency costs associated with equity. As debt requires the regular payment of interest (and capital repayments) it has been argued that high debt levels can play a disciplinary role in reducing the agency costs of equity, in firms with significant free cash-flows that might otherwise be spent by management on negative net present value investments (Jensen, 1993). These are discussed in the “free cash-flow model”. 
In order to understand how financing decisions affect firm value, researchers had utilized Fama and French’s regression methodology. The main theme is to test the tax effects. Factors not related with taxation (such as agency costs and asymmetric information) are also relevant (Fama and French, 1998). All the factors that link value and financing decisions should operate through corporate profitability. The results from the regressions show that the nontax effects apparently overwhelm the tax effects, if any, of financing decisions. Therefore, this approach may be more suitable to reveal value information from financing decisions when nontax effects are predominant (Wu and Xu, 2005). This methodology is not without controversy.

3.   RESEARCH PROPOSAL

An interesting research proposal, in this study area, would be to determine the existence of a connection between the financing decisions of a firm, materialized in the capital structure, and the financial performance. Thus, the starting point is the gathering of financial data that describe the liabilities from the balance sheet, both in absolute values (accounting data or market data) and in relative values (indicators of financial structure and financial leverage). In short, these values define an explanatory variable which synthesizes the information regarding the financial structure of the firm (Stanculescu, 2007). By means of mathematical formalization, there will be studied the existence of a relationship between the explanatory variable and an explained (dependent) variable, which stands for firm value, performance, productivity, etc. 
The results of this research are useful both from the ownership point of view and the mandatory management of a firm. The goal of the research would be to detect a link, a connection between the way of gathering financial resources and the purposefulness of the entrepreneurship (Stanculescu, 2007). This purposefulness can be explained by the increases in the wealth of the shareholders, the increases recorded in the profitability of the business, as arguments in favor of the efficiency that characterizes the functioning mechanisms of the corporate governance.

4.   CONCLUSION

The nature of the firm is changing. Human capital is emerging as a crucial asset. As a result of these changes, the boundaries of the firms can easily be altered by financing and governance choices. In essence, the financing decision influences financial performance and may amplify conflicts of interest between the corporate stakeholders.  
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Abstract: Religious marketing is a highly disputed concept, but in the same time highly used by churches at international level. Since marketing research has become an indispensable tool for any organization who desires to be useful to the community, research became more and more used in religious field. This paper will shortly present what religious marketing research is, which are its particularities, what challenges faces, which are the main benefits for a religious organization that uses religious marketing research and also, some examples of good practice from Romania and other countries. 
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1.   INTRODUCTION

Religious marketing is a reality at the international level and a debated topic in Romania. Regardless our opinion on the legitimacy of the existence and utilization of religious marketing, we can not dispute its contribution to the development of religious organizations and their relationship with their parishioners. An important component of marketing is research, which permits the substantiation of religious leaders’ decisions. Yet, research seems to be forgotten by religious leaders, mostly because it is perceived as being inaccessible to the persons without qualification in area. But marketing without research is impossible. That is why religious organizations, by themselves or helped by consultants in marketing research, are using it more frequently than in the past.

Many organizations become aware of the fact that without marketing research they will end in one of the following situations: (1) they will fail in gathering the needed information to make the right decision and they will be inefficacious or (2) they will gather some information, but not the right one that permit them to take the right decision, and they will be inefficient (Shawachuck, Kotler et al, p. 85). The importance of marketing research in any type of organization is presented in the following definition: “marketing research is a continuous participant  in all marketing areas, offering the right information at the right time, taking into account the past experience, the present situation and the probable future, in order that marketing managers to take judicious decisions” (Blankenship and Breen, quoted by Catoiu – coord., p. 18). Therefore, without considering marketing research a continuous participant to the organization’s activity, we couldn’t have the needed information accurate, adopted at the circumstances and at the right time in order to make the right choice. Also, this definition states that research is useful in “all marketing areas”, including this way religious marketing.

The first step in solving the reticence is understanding marketing and marketing research concepts. Religious marketing concepts, its critics and some answers to them has been presented in other papers (Strambu-Dima 2006, 2008a, 2008b). That is why in this paper we will focus on marketing research only. In order that religious organizations use marketing research more often, there is the need:

· to understand what is marketing research;

· to see the benefits that marketing research can bring to them;

· to understand the source and nature of the obstacles faced by religious marketing research and to learn how to overcome them;

· to discover in other churches’ experience that research didn’t affect in a negative manner their spirituality or activity, but positively. 

These four directions are reflected in the present paper, which is addressed to the religious leaders and the marketing specialists, who should work together in order to realize the religious organizations’ objectives, in order to fulfill religious needs of the Romanian people and in order to strengthen the moral life of Romanian society.

2.   RELIGIOUS MARKETING RESEARCH – DEFINITION AND PARTICULARITIES 

Starting from a series of definitions for marketing research (Catoiu – coord., p.18; Zaharia, p. 148) and religious marketing research (Stevens, Loudon et al, p. 84; Shawachuck, Kotler et al, p. 141), I propose the following set of definitive characteristics for religious marketing research:

· Marketing research must be a formal, planned and systematic activity. This way will be ensured the continuity and professionalism of the organization leadership on scientific basis. 

· Marketing research is possible due to the investigation concepts, methods and techniques developed by marketing for all types of organization - at the beginning for on profit organization, and later for non-profit organization, too. Religious marketing research will assume some of the traditional research concepts, methods and techniques, but also it carries its ones peculiarities. 

· Marketing research permits specifying, measuring, gathering, analyzing and interpreting objectively the needed marketing information for a given organization. Although we tend to associate marketing research with borings with big samples and complicated scalds, which are difficult to be done by someone that is not a specialist in marketing research, there are some types of research easier to be done (secondary sources research, short borings, experiments etc.), which can be used in religious organizations without the help of marketing specialists. 

· Marketing research is helpful in knowing the organization’ environment, in identifying the opportunities and threatenings, in determining the optimal choice in a situation and measuring the effects of the choice, in order to reduce the risks that are associated with the decisions. 

· The research results are for the leadership of the organization and help the leaders to decide which is the best thing to do, in order to fulfill its objectives.

The main peculiarities of religious marketing research are:

· Researchers are often the clerics, who do not have the necessary training in marketing. That is why marketing’s instruments should be adapted to the field and should be easy to work with.

· In religious field are some specific instruments of research also – the visits, when the cleric is analyzing the spiritual, physical, emotional needs etc., the personal card with information about the parishioners etc. 

· Sometimes the reality that should be reflected in the results of the research are to complex to be correctly expressed – spiritual experiences of the parishioners, the profound reasons for doing things etc. are difficult to be understand by a researcher. That is why a shallow research could reach erroneous results. In this cases qualitative research is needed.

· Research is showing us what will happen in normal conditions, but God ask His people to walk through faith sometimes, in order to make the results even more spectacular than the research predicted. This is not a research error, but the impossibility to predict the divine intervention, which changes the normal conditions. Still, the research is necessary - Shawachuck, Kotler et al. mention the fact that God is doing His part and people should do their part. 

· Sometimes the clerics is the only permanent employee of the local church, and He has many responsibilities. That is why it will be better if the religious organizations would be preparing with the help of a specialist some standard research that will be realized at the local level.
3.   THE MAIN BENEFITS OF USING MARKETING RESEARCH IN RELIGIOUS ORGANIZATIONS 

· The religious organization will be aware of its environment. The most important component of its environment is formed of the costumers (believers). The organization needs to know them if it wants to be sure of what projects to do, when, for whom and with whom, in order to be relevant for them.

· Sometimes, religious organizations are disappointed by their results in some areas and are trying to do things better next time. But usually they don’t know for sure the reason for having less success than the expected one. Marketing research can help in this matter. 

· Reducing the level of uncertainty in selecting the best course of actions in a certain situation.

4.   OBSTACLES FACED BY MARKETING RESEARCH IN RELIGIOUS ORGANIZATIONS

It is obvious that religious leaders feel the need to have more information for the substantiation of their decisions. In spite of that, religious organizations avoid to use marketing research because of some assumptions, presented by the authors of Marketing for Congregations as five myths (Shawachuck, Kotler et al, pp. 143-148): 

· First one is that marketing research is needed only for big decisions, which involve important financial investments.  But the risks implied by a wrong decision are not only the financial ones, but also the image of the organization, the way the leader is thinking and making his next decisions etc. 

· The second one is that any credible information that the organization receive is a marketing research. This leads to the idea that there are many research methods, but they aren’t in fact scientifically and can’t be always relied. 

· The third one is saying that research costs a lot, but there are some methods less expensive. Beside, the value of its results is usually higher then the costs. 

· The forth myth is assuming that a research is always a sophisticated process. It is true that there are some complex types of research where the help of a specialist is needed, but there are also easier ones. 

· The fifth one assumes that the research results will not be read and used. The responsibility for this situation is both of the researchers and the person that requested the research and it must be remediate. 

5. GOOD PRACTICE OF RESEARCH IN RELIGIOUS ORGANIZATIONS 

I will present some researches undertaken by marketing research companies that are useful for all religious organizations in their countries, but also some researches undertaken by some Romanian religious organizations for their own use.

5.1 Researches undertaken by companies 

Researches undertaken by marketing research companies have the advantage of being representative at the national level and available for all religious organizations in the country at a cheaper price than if they would undertaken it by themselves. But, they also have a disadvantage - they do not reflect the organization’s interests and personality. 

It is important to see the variety of the subjects that has been researched and the complexity of some of them. Also, some of the results presented are suggesting the need of religious marketing and marketing research usage. Professor Timothy Shortell analyzed the effects of the religious appurtenance and dedication over the ideological dimensions (ANOVA). (http://www.sixsigmafirst.com/anova.htm). Here it is a research which demonstrates that sometimes we need complex instruments in religion research. The psychologists Jean Ciaravino, Amy Sanford, Amanda Swanson and Julia Grimm had studied the preferences in counseling matters of adults’ and students’ believers. They used MANOVA  (http://online.sfsu.edu/~efc/classes/biol710/manova/ manovanew.htm). Some of the clerics prefer the psychological or sociological researches, but this is an example of psychological research that can be also considered a marketing research. In Romania there are not firms specialized in religious marketing research. 

5.2 Researches undertaken by religious organizations 

Religious organizations in Romania are rarely using the research and this has effects especially on the way they are communicating with their environment. Yet, a research that I undertook with the help of clerics from 11 churches from Romania proved that there are some examples of researches in our country. Evanghelical CA Church is using research in order to understand the perception of its parishioners regarding church’s image, religious services’ quality, their expectations etc. In the Seventh-Day Adventist Church, a transversal research is undertaken each 5 or 6 years in the whole world regarding the relationship of their youth with the church and its percepts. In some of the Brethren Church are undertaken researches to find out how to become relevant for the society. Other religious organizations are using their own research instruments, of qualitative nature. 

Even though religious marketing research started to be used from time to time in Romania, let’s not forget that marketing research is a formal, planned and systematic activity. That is why we still have to promote it. 

6.   CONCLUSION

Any new product meets some obstacles at the beginning of its life, but if the benefits are important, it will soon be adopted by its costumers. It is obvious that marketing research, as all new products needs to be advertised, to be understood and used correctly.


Researches already undertaken prove that religious marketing research exists, is possible and needed. Actually, this are only the beginnings of religious marketing research in Romania and I remain optimistic regarding its trend. 
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1. INTRODUCTION 
Education and training are crucial to the economic and social change induced by the knowledge-based eonomy and society. In the area of education and training, the Member States agreed to implement the Lisbon Strategy by working towards common objectives. Their progress in this work would be monitored against a set of five benchmarks for improving education and training in Europe agreed first in 2002. Every year, the Commission monitors the progress made by the Member States. 
The last report published in 2007 shows as Ján Figel, the European Commissioner for Education, Training, Culture and Youth, suggested that “Top-quality education and training is vital if Europe is to develop as a knowledge society and compete effectively in the globalizing world economy. Regrettably, the 2007 report shows that the Member States need to increase their efforts to make the EU's education and training meet the challenges of the 21st century. The message to policy makers in the Member States is clear: we need more efficient investment in human capital." (Slow pace of reform in education and training Europe’s competitiveness in the long term, 2 October 2007, p. 21).  
Lifelong learning supports creativity and innovation and enables full economic and social participation. In turn, it supports the achievement of the Lisbon guidelines for jobs and growth. 

2.   LISBON OBJECTIVES 2010 IN EDUCATION AND TRAINING 

The 2007 report charts progress since 2000 in the light of key indicators and focuses on five education benchmarks agreed by the Member States. In 2007, reaching the EU benchmarks and goals for 2010 continues to pose a serious challenge for education and training systems in Europe, except for the goal on increasing the number of Mathematics, Science and Technology graduates. Unless significantly greater efforts are made in achieving the benchmarks, early school leaving, completion rates of upper secondary education and key competences for low achievers will remain ambitions for the EU even beyond 2010.
2.1. Early school leavers. EU Benchmark for 2010: Reduce early school leavers to 10%

One out of six young persons aged 18 to 24 in the EU still leaves education with no more than lower secondary education and currently participates in no form of education and training. The high number of early school leavers is an obstacle to developing a knowledge-based economy and greater social cohesion (figure 1). There was continuous improvement in recent years in reducing the share of early school leavers, but progress will need to be faster to reach the EU benchmark in 2010. However, some of the new Member States already have shares of less than 10%.
Figure 1. Early school leavers

[image: image27.emf]
Source: Eurostat (EU-Labour Force Survey)

2.2. Low achievers in reading. EU Benchmark for 2010: 20% fewer 15 years-old with poor reading skills

The need to improve the mastery of basic skills was recognized by the European Lisbon Council in 2000. Acquiring basic competences is a first step to participation in the knowledge-based society. However, at the age of 15 about 1 million out of 5 million pupils in the EU are low performers in reading literacy. While the share has decreased in some Member States (Latvia and Poland), since 2000 there has been no progress at EU level (2003: 19.8%-figure 2).

Figure 2. EU Benchmark for 2010: 20% fewer 15 years-old with poor reading skills
[image: image28.emf]
Source: OECD PISA 2003 database

In 2000 the share of low performing 15-year olds in reading in the EU was 21.3% (data available for 18 Member States only). According to the benchmark this proportion should decrease by one fifth by 2010 (and thus reach 17.0%)-figure 3. 
While the share has decreased in some Member States (notably Germany, Poland and Latvia), in most Member States it increased and performance at an EU level deteriorated (2006: 24.1%).
Figure 3. Key competences
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Source: Eurostat 2006 database

2.3. Upper secondary attainment. EU Benchmark for 2010: Reach 85% having completed upper secondary education
Full participation in the knowledge-based society requires that each individual is equipped with at least basic education at upper secondary level. The share of young people (aged 20-24) who have completed upper-secondary education has only slightly improved since 2000. (figure 4).
Figure 4. Completion of upper secondary education by young people
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Source: Eurostat

There was thus little progress in achieving the benchmark of raising this share to at least 85% by 2010. However, some countries with a relatively low share, notably Portugal and Malta, have made considerable progress in the recent past. It should also be noted that many of the new Member States already perform above the benchmark set for 2010 and that four of them, the Czech Republic, Poland, Slovenia and Slovakia, and in addition Norway and Croatia, already have shares of 90%.

2.4. Mathematics, Science and Technology graduates. EU Benchmark for 2010: 15% increase of Mathematics, Science and Technology graduates

An adequate supply of highly qualified scientists is crucial for competing successfully in the global knowledge-based economy. The number of graduates from higher education in the field of Math, Science and Technology is here essential (figure 5).
Figure 5. Growth of tertiary graduates from mathematics, science and technology fields in %
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Source: Eurostat (UOE)

The number of MST graduates in EU 27 has increased since 2000 by over 170,000 or by more about 25%. The EU has thus already achieved the benchmark of increasing the number of MST graduates by 15% by 2010. More limited progress has been achieved as regards the second goal of reducing the gender imbalance. The share of female MST graduates has increased from 30.8% in 2000 to 31.2% in 2005. While Slovakia, Portugal and Poland showed the strongest annual growth in the number of MST graduates (more than 12%), Bulgaria, Estonia, Greece and Romania perform best as regards gender balance.

2.5. Participation of adults in lifelong learning. EU Benchmark for 2010: increase of participation in lifelong learning to 12.5% of the adult population

Lifelong learning (LLL) is fundamental, not only for the competitiveness, and economic prosperity of the EU, but also for social inclusion, employability, active citizenship and the personal development of people. Individuals must be able to update and complement their knowledge, competences and skills throughout life. The percentage of the working age population participating in education and training amounted to 9.6 % in 2006. Nordic countries, the UK and the Netherlands currently show the highest participation rates. Additional efforts by many EU countries are needed to reach the benchmark of a 12.5% participation rate in 2010 (figure 6).
Figure 6. Participation in lifelong learning
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Source: Eurostat (LFS)

The percentage of the working age population with tertiary education (in the 4 weeks prior to the survey) was the highest in the Nordic countries, the UK, Slovenia and the Netherlands.

3.   FINAL REMARKS. PREPARING FOR POST- 2010
The following areas will need particular efforts:
· Raising skill levels. People with low skill levels are at risk of economic and social exclusion. High levels of early school leaving, low participation in lifelong learning and the low-skilled people cause many reasons of concern.

· Lifelong learning strategies. Most countries have made progress in defining unified strategies. Within such frameworks, progress is evident in pre-primary education, qualification frameworks and the validation of non-formal and informal learning. Particular attention must be given to lifelong guidance. Ensuring that reforms are effectively implemented is an important challenge to all the European countries including Romania.

· The knowledge triangle (education, research and innovation). The knowledge triangle plays a key role. It is so important to accelerate reform, to promote excellence in higher education and university-business partnerships and to ensure that all sectors of education and training play their full role in promoting creativity and innovation. Education is fundamental to the knowledge triangle. Centres of excellence which focus on teaching, research and knowledge transfer is vital. Much more needs to be done to enable higher education and business to work in partnership. 
Excellence and the key competences, particularly those relating to entrepreneurship, creativity and learning-to-learn, must be developed in all systems and levels of education and training. The Education and Training 2010 work programme provides practical support for Member States’ education and training reforms. Significant progress has been achieved since the programme was launched in 2002. Yet major challenges persist, new challenges have emerged. The efforts done need to be continued and indeed made more effective. In order to amplify Romanian convergence in the content of promoting a knowledge-based economy and society on the European level, competence and the quality education and training systems have to pay a significant role in the future. 
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ALTERNATIVES OF FINANCING MERGERS AND ACQUISITIONS – 
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Abstract: The recent enlargement of European Union brought into attention new opportunities and new challenges for businesses development, both in all European countries and around the world. Many companies were put in the position of reconsidering their activities and markets; they considered the EU enlargement as a threat. Others considered the enlargement process as a great opportunity and planned strategic movements for taking advantages from it. Some managers prepared alternatives to implement growth strategies for their companies, among which they considered that mergers and acquisitions might play an important role. 

The paper’s aim is to identify which are the most suitable solutions for financing mergers and acquisitions in Romanian market and to offer managers a framework for efficient reasoning. For that, we analyzed the process of mergers and acquisitions (M&A) in recent years in Romania, taking into account that the final purpose of the managers is to increase companies’ value. Based on that, we propose a strategic framework that includes references to different alternatives of achieving the strategic goal of the company, and a methodology to accomplish the process, where we give a special attention to the process of selecting the most suitable financing alternative for mergers and acquisitions. The decision of acquiring another company is taken at strategic level, and implies high level of risks. We consider that the decision regarding M&A financing process is more efficient if an integrated judgment is performed, both from managerial and accounting perspective. By doing so, it is possible to identify advantages and disadvantages of each alternative and managers can make decisions more rationale. 
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1.  OVERVIEW OF  MERGERS AND ACQUISITION DYNAMICS 

The European economy has suffered deep transformations in the last five decades, but those of the last years had special characteristics. The development of emerging economies, scarcity of natural resources, development of global communications, along with successive steps made in the direction of enlargement of the European Union brought into attention new opportunities and new challenges for businesses development, both in all European countries and around the world. 
Along with political decisions, business decisions have been taken and many companies were put in the position of reconsidering their activities and markets. A sudden increase of transactions with companies represents one of the the effects of corporate restructuring imposed by globalization and regionalization of businesses. Nowadays, numerous researchers are analyzing the future of transition countries under the globalization conditions and under the unprecedent’s development of mergers and acquisitions (M&A). Along with other forms of foreign direct investments (FDI), cross-border M&A represent forms of businesses development to face competition in a more global environment. Succesive world studies made by UNCTAD revealed a development of the number and value of cross-border M&A (see table no.1) that highlits the idea of a global changing environment and a more sharpen competition. 
Data analyze in table no.1 indicates an average growth rhitm of the number of M&A of 15.2%, and companies of EU 25 (mainly from UK, Germany, France, Neetherlands, Louxembourg and Italy) have performed aprox. 40 % of that. 
Table no.1- Cross-border M&A (acquisition of an equity stake >10%)
	Deals

Region
	Sales
	Purchases

	
	2003
	2004
	2005
	2006
	2003
	2004
	2005
	2006

	World
	4.562
	5.113
	6.134
	6.974
	4.562
	5.113
	6.134
	6.974

	EU 25
	1.920
	2.055
	2.544
	2.832
	1.866
	1.951
	2.442
	2.833

	Romania
	25
	12
	43
	49
	10
	-
	7
	10

	Bulgaria
	18
	12
	32
	29
	5
	2
	10
	5

	Mil. $

Region
	
	
	
	
	
	
	
	

	World
	296.988
	380.598
	716.302
	880.457
	296.988
	380.598
	716.302
	880.457

	EU 25
	126.018
	178.772
	429.146
	432.144
	121.208
	164.667
	386.757
	426.656

	Romania
	493
	2.200
	1.978
	5.354
	1
	-
	10
	4

	Bulgaria
	383
	2685
	2637
	1.029
	-
	30
	22
	78


Source: UNCTAD, World investments Report 2006, 2007

Currently, in the integration process with EU, Romania and Bulgaria are continuing the growth trend of M&A, that has been recorded in the analyzed period, when the most numerous and significant transations were performed during the privatization process. Transations values analyze sustain this fact, too, those from “purchase” area being insignificant. According to National Bank of Romania, the most attractive domains for M&A during 2003-2006 have been manufacturing industry (metallurgy, food, beverages and tobacco), financial intermediation and insurance, trade, post and telecommunications (see table no.2), and the year 2007 had the same characteristics. 

Table no.2- Most attractive domains for M&A in Romania          (% of total FDI)

	Domain
	2003
	2004
	2005
	2006

	Manufacturing :
	50.9
	45.7
	37.3
	34.2

	- metallurgy

- food, beverages and tobacco
	11.6

9.7
	13.2

7.4
	8.2

6.5
	8.3

5.5

	Financial intermediation and insurance
	9.1
	11.4
	14.5
	22.2

	Trade
	11.4
	14.5
	15.0
	12.2

	Post and telecommunications
	14.8
	10.6
	10.9
	8.2


Source: National Bank of Romania

However, Romanian banking analists are predicting that the total value of M&A market for 2008 will be close to 3.000 millions EUR (e.g. 4.800 millions USD). Because 2008 is an electoral year, the majority of deals will take place in the private sector, the most dynamic domains being manufacturing, real estate, communications (media and internet) and financial services (the last with a descendent trend of M&A). 

2. THE MECHANISM OF MERGERS AND ACQUISITIONS 

Transactions between companies represent processes of redistributing ownership control over one or more companies among different shareholders.  M&A decisions are often driven by the desire to leverage economies of scale, new technologies, or to enter new markets.   There are various forms of acquisitions (see figure no.1) that allow the achievement of those goals, such as:

a)    merger thru absorption: the bidder company (A) merges with the target company (B), but while the first keeps its legal identity, the latter looses it (and it is dissolved). 

b)    merger thru consolidation: occurs when two companies (A and B) decide to combine to form a completely new legal entity (C).

c)    takeover: the bidder company (A) makes a tender offer to the target’s stockholders, in order to take the control over target company (B). 

Figure 1. Acquisition forms


[image: image33]
While merger is viewed as a friendly process, accomplished by combining the assets and the activities of two or more companies, the tender offer is viewed as a hostile process of takeover. Competition authorities in all European countries take into consideration the progressive degrees of control over target company (see figure 1) in order to prevent companies to obtain dominant market position.  

Figure 2. Degrees of control over target company in Romania
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3.  ALTERNATIVES OF FINANCING  MERGERS AND ACQUISITION

The importance offered to the M&A process derives from shares’ characteristics: on one hand, they are assets that generate dividends and, on the other hand, they represent instruments of power control over company’s management and politics. The M&A market is a power-control market, and cross-border M&A are real control-weapons in industrial and finnancial competition. Ultimately, the aim of M&A turns up to be the tendency to obtain the market dominant position in a world of mega-bussinesses. The phaenomenon leads to mega-companies or to mega-groups of companies that must rely on a solid financial structure from the beginning of their existence.
According to Pike and Neale (2006), M&A can be finance using one of the following alternatives: cash, common share exchange, and other methods.

a)    Financing thru cash is preffered by the shareholders of target company because they will know the exact amount of money that they will receive. Moreover, for the bidder there will be no exposure to the risk of adverse movement in share price during the bid process. Because there is no share issue, there is no dilution of earnings or changes in the balance of control of the bidder. The only exception that can appear is related to the source of cash. In case of borrowed capital, creditors insist on restrictive convenants. 
b)    Financing thru common share exchanges assume that shareholders of the target company will obtain shares of the company resulted from the acquisition process. The bidder has the advantage of maintaining the cash flows unmodified (except for the issuing costs) and shareholders of the target company will be further involved in company’s decisions. 

c)    Financing thru other methods is comparatively rare, because is based on other securities (preference share, convertibles). Preference share method has some characteristics that made them unattractive. For the bidder the lack of tax-deductibility of preffered dividends appears, and for target company shareholders the limited voting rights seems to be unattractive. Usually, convertibles are used in order to delay the diluting effect or in case that the interest cost of it is lower than banking loan cost. Likewise, the method has the advantage of tax-deductibility of the interests.


Usually, the acquirerer formulates the financing of M&A in terms of an investment problem, so the benefit is interesting. In other words, the net present value (NPV) of an acquisition is compared with NPV of other investment alternatives in order to make decisions (see figure 3).
From the acquirer’s point of view, the first stage in the M&A decision is to identify that the strategic goal is represented by the maximization of the company’s value, equivalent to maximizing the net cash flows. Second, the acquirer should use managerial tools (such as Porter’s model, VRIO analisys and SWOT matrix) to discover distinctive competencies, valuable resources and growth opportunities for it’s company.  Then, in the fourth stage, the NPV of each growth alternative should be evaluated. If NPV of external growth alternative is higher than that for internal growth, a decision regarding initiating a M&A process can be taken. 
Figure 3. Strategic framework of thinking about M&A decisions
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The complexity of such operations requires a well-structurated strategy that implies defining M&A acquisition team, collecting data for selecting and evaluating target-companies, financing transaction, concluding contract and post-acquisition integrating.
Moreover, according to IFRS 3, in order to record a business combination (e.g. M&A) in acquirer’s accountability, the acquisition method must be use. The four steps in applying this are: 

1.  Identification of the 'acquirer' - the combining entity that obtains control of the acquiree. 

2.  Determination of the 'acquisition date' - the date on which the acquirer obtains control of the acquiree. 
3. Recognition and measurement of the identifiable assets acquired, the liabilities assumed and any non-controlling interest (formerly called minority interest) in the acquiree. Costs of issuing debt instruments are accounted for under IAS 39, and costs of issuing equity instruments are accounted for under IAS 32. All other costs associated with the acquisition must be expensed, including reimbursements to the acquiree for bearing some of the acquisition costs

4. Recognition and measurement of goodwill or a gain from a bargain purchase option. 

Taking into consideration that the decision regarding M&A financing process is more efficient if an integrated judgment is performed, both from managerial and accounting perspective we believe that it is possible to identify advantages and disadvantages of each alternative and managers can make decisions more rationale. 
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Abstract: This paper focuses on presenting entrepreneur’s profile in Romania, based on the fact that entrepreneurs are important for the growth of firms since they provide the vision and imagination necessary to carry out opportunistic expansion and the entrepreneurial activity shakes up existing business routines. Closely linked to entrepreneurship are the small and medium sized enterprises, which play a relevant role in economic development. According to the results achieved by the Romanian small and medium size enterprises sector it seems that some of the newly created enterprises are characterized by high flexibility and innovation on the market place, acting as one important driving force of economic progress in Romania. Based on the entrepreneurs’ characteristics, we intend to identify their needs, their difficulties in developing new idea, the correlation between their experience and the success of their business, the differences between education and experience on one hand and the death rate the other hand.
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1.   INTRODUCTION 
The small and medium sized enterprises (SMEs) are considered to be one of the principal driving forces in economic development, being flexible structures, adapting quickly to the changing market demand and supply situations, help diversify economic activities and sustain the entrepreneurial behaviour. SMEs stimulate private ownership and entrepreneurial skills development. At the same time, the SMEs have been in the latest years the backbone of the economy and they should maintain and develop their characteristics in order to continue to play a determinant role in the future. By stimulating the emergence of a steady flow of successful small and medium scale enterprises, thereby promoting entrepreneurship and innovation in particular and socio-economic general development.

In Romania during the period of 1990-2006, the development of SMEs has recorded three stages:

· The 1990-1995 stage – of relative accelerated development of SMEs. During this interval the SMEs received the right to function and to cover certain sectors of the Romanian economy that have been previously ignored. In this period, Romania witnessed the spectacular birth of multiple businesses founded by potential entrepreneurs, but without any initiative on the account of the executive segment of the government of the country and with limited resources. (Nicolescu, 2001)
· The 1996-1999 stage, of temporization of the SME development, during which took place the decrease of the overall number of newly founded SMEs simultaneously with a growth of those whose activity stopped. Some factors that stood at the origin of this situation were: the unfavourable existent legislation, the unstable situation of the economy and the decrease or even the elimination of the facilities given by the law. (Nicolescu, 2001)

· The 2000-2006 stage, when the number of SMEs increased by 153899 enterprises. During this period of time, Romania assumed the obligation to strengthen the SME sector, considering it’s adherence to the European Union, finalize the process of industrial restructuring, encourage the founding of new enterprises, develop the entrepreneurial foundations and improve the business environment.
According to the Law no. 370/2002 there was created the One-Stop-Shop national network for registration and authorization of the enterprises. The registration procedures for newly established enterprises were simplified and reduced; the registration certificate could be obtained in 3 or maximum 5 days. 

2. ASPECTS RELATED TO SME SECTOR IN ROMANIA 
The main categories of the small and medium size enterprises in Romania, according to the Law of SME no. 346/2004 were as follows: Up to 9 employees: micro-enterprises; Between 10-49 employees: small enterprises; Between 50-249 employees: medium sized enterprises, with an annual turnover up to 8 million €. Based on the Law no. 175/2006, there are new limits for each type of SME: Up to 9 employees: micro-enterprise with an annual turnover up to 2 million €; Between 10-49 employees: small enterprises with an annual turnover up to 10 million € or an annual balance-sheet total not exceeding 10 million €; Between 50-249 employees: medium sized enterprises, with an annual turnover up to 50 million €, or an annual balance-sheet total not exceeding 27 million €. The numbers of active SME based on size, during 2000-2006, increased year by year and the data are presented in table 1. During the analyzed period, the total annual SMEs number registered the most important growth against the previous year in 2003, with 43878 enterprises, representing 10.56%. The highest growth belongs to the small enterprises, in 2003 against 2002, with 3625 enterprises, respectively 11.96% and in 2006 against 2005 with 4291 enterprises, representing 10.97%. In the entire period, the majority of SME in Romania were micro enterprises, category which have held 91.12% from the total number of SME in 2000 and 88.62% in 2006. The micro-enterprises decreasing percentages could be explained by the increasing percentages of small enterprises, from 7.06% in 2000 to 9.37% in 2006. The medium sized enterprises have registered also increased percentages from 1.82% in 2000 to 2.01% in 2006.

Table 1 The number of active SME by size
	Size of firms
	Number of firms

	
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	Micro
	375804
	374255
	377499
	417366
	358787
	386561
	410763

	Small
	29121
	30340
	30231
	33856
	36392
	39128
	43419

	Medium  sized
	7504
	7737
	7761
	8147
	9121
	9158
	9322

	Total
	412429
	412332
	415491
	459369
	404300
	434847
	463504


Source: Raport Anual al Sectorului IMM din Romania, 2007, p. 30
The structure of SME by size in 2000 and 2006 is presented in figure 1. The number of micro enterprises is maintaining raised as a result of several factors, such as the fact that they are the first steps in business, at the same time, in 2003 a new Code of labour was adopted which stimulated the creation of new micro enterprises.
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Figure 1 The structure of SMEs by size in 2000 and 2006
The total turnover of Romanian SMEs in 2006 has reached up to 104217 million € from which: Micro enterprises: 29711 million €, which represents 29%; Small enterprises: 36419 million €, representing 35%; Medium sized enterprises: 38086 million €, which means 36%. Comparing the quota of each type of enterprises by size to the quota by turnover it could be observed that even if micro-enterprises represents 88.62% from the total number of SMEs by size, they have a contribution of 29% to the total turnover of SME sector, meanwhile the small enterprises represents only 9.37% from the total number of SMEs, the percentages in total turnover is 35%. The medium sized enterprises have the less quota in the total number of SMEs, only 2.01%, but the correspondent percentages in the total turnover is 36%. In order to analyze the development level of SME sector in 2006, another important indicator is the structure of turnover by activity sectors, shown in figure no. 2. This structure discloses the SMEs distribution and preferences for different types of economic activities. As it could be observed (figure 2), the highest percentages of turnover belongs to the services sector, 69.20%, followed by industry, 20.20%, constructions with 8.70% and the lowest percentages belongs to agriculture, with only 1.90%.
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Figure 2 The structure of SMEs 
 Figure 3 Quota of SMEs turnover

turnover by sectors in 2006                   by services (%)
Source: Raport Anual al Sectorului IMM din Romania, 2007, p.49
Taking into consideration this distribution it seems that the services sector is the most suitable activity for SMEs, services could be developed in this type of enterprises. It is also important to know the branches of services that are well represented in the sector. Thus, figure 3 shows the turnover structure of the services sector. Trade turnover represents the most part of the total turnover realized in services sector, with 74.00%. The transportations is ranked the second, with 8.50% and tourism holds only 2.20%, even if it is considered a sector with a high development potential in Romania. The SMEs performances can be measured using several economic indicators, such as the productivity level, defined as the ratio between turnover and the number of employees. The level of productivity in Romania in 2006 was of 33124 € and the situation by SMEs size is as follows (Raport Anual al Sectorului IMM din Romania, 2007, p.53): Micro enterprises: 32031 €; Small enterprises: 41696 €; Medium sized enterprises: 41333 €. The small enterprises have registered the highest productivity level, 41696 €, non-appropriate with the situation of EU countries, where the medium sized enterprises have the best productivity level. 

(10pt) 

3.   ENTREPRENEURS’ PROFILE
According to a study realized by National Institute of Statistics (INS, 2007), the profile of Romanian entrepreneurs could be resumed as follows: majority being young male, less than 40 years old, high-school or university graduates and before starting their own business, they had odd jobs. Another study was developed in 2005 by the National Institutes of Statistics in 13 countries of the EU, including Romania and Bulgaria. The study is referring to the entrepreneurs starting their business in 2002, running the business by themselves and being still active in 2005. In Romania, more than 74% of the male entrepreneurs have the age less than 40 years. The percentages of women starting their own business represents 35.40%, meanwhile male founders represents the largest percentages, 64.6%. Most of the entrepreneurs live in the urban area, 75.40% and only 24.60% of entrepreneurs live in the rural area. Regarding the educational background, 40.40% of them have post-secondary or university education. The category of entrepreneurs with primary education registered 3.2% and another category includes those who have basic vocational education, representing around 20%. Since 2000, the category of university education has increased continuously; meanwhile the category of primary education has decreased. On the whole, entrepreneurs have now a higher level of formal education. Regarding the entrepreneurs’ previous experience, the study shows a lack of management experience. Only 1.2% of them have previous management experience and 13.5% have technical professions. Half of them had odd jobs, 50.8%, before starting their own business. The percentages of the new companies remaining active after the first existence year range between 55%-70%. These figures are not related to the level of education or the previous experience. Most of the new created companies, 62.7% had difficulties obtaining commercial deals, problems related to the demand or supply, 20.5%, or both of them, 42.2%. Regarding the demand, the new companies are dealing with financial problems, especially the lack of resources, 78%, limited access to credits, 37%, lack of clients, 34.4%. As regards the supply, the entrepreneurs consider that their problems are depending on the competition constrains on their market, 75% and also by the lack of their potential clients economic resources, 60%. Comparing these results with the European study (Schrör H, 2006) there could be noticed some differences between the Romanian entrepreneur’s profile and the European’s one. Regarding the previous experience, in Romania only 1.2% of them have previous management experience, as in EU, the corresponding percentages are 24%. In the EU case, this experience helped the entrepreneurs to solve out their administrative problems and establish easier relationships with clients. At the same time, Romanian entrepreneurs are complaining of having these kinds of problems, which can be explained by their lack of management experience. The background education registered also differences. In EU countries, the percentages of entrepreneurs with higher education are lower than in Romania, only 20% in EU and 40% in our country. The category of secondary education in EU represents 42% and in Romania, is lower than 20%. The entrepreneurs having post secondary education represents 11% in EU and in Romania it is higher than 30%. It can be concluded that the level of education is higher in Romania than in EU, and the difficulties in running businesses of the Romanian entrepreneurs can be explained based on their lack of experience, and not because of the formal education. The pattern of gender distribution is also different: in EU the female entrepreneurs represent 28%, male entrepreneurs 72% and in Romania 35.4% are women and 64.6% are men. This difference can be justified by the National programmes, initiated by Romanian Government, in order to promote women in starting their own business.
5. CONCLUSIONS 
The larger number of small and medium sized enterprises created in Romania every year represents a relevant indicator of a dynamic entrepreneurship culture, at least concerning the motivation to start own businesses. We cannot ignore the high mortality rate of the new companies which proves the existence of entrepreneurship culture deficiencies. The entrepreneurs are mostly focusing on creating the companies and ignore the important aspects related to their sustainability. Thus, the entrepreneurship phenomenon is characterized in Romania by two aspects: the high birth quota and at the same time a high death quota of the businesses. These two aspects represent the interaction consequences between the simplicity of the registration forms in starting a business, on one hand and on the other hand the lack of entrepreneurs’ experience. At the same time, the Romanian entrepreneurs are dealing with financial problems, lack of resources, payments delays, completion constrains. This situation could be helpful in defining the main subjects in the entrepreneurship development, taking into consideration those domains related to the medium and long terms company performances. The domains should include the business plan preparation, management skills, marketing and trade, human resources, quality management. This preparation phase orientated to obtain skills should be completed by a preparation plan oriented to motivation, promoting an entrepreneurial attitude, focused on high level of knowledge and technical groups. The entrepreneurship development is sustained by governmental actions and programmes and it should be continuing, based on the main characteristics of our economy and to the current development stage of SME sector. There must be taken into consideration the fact that there are sectors with a high development potential in Romania, e.g. agriculture or tourism, which are not well represented in the SME sector, but based on concrete directions and actions at the national level combing with entrepreneurship oriented education, could contribute to a positive evolution in the future.
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‘’There is no such thing as a free lunch’’

Abstract: This time, this  financial crisis was possible because the fundamentals of the market economy were neglected.  To prevent huge losses in the future, the financial sector should be put to work again for the real sector, the leverage should be limited for all financial institutions, the transparency of the derivatives security markets should be in place and the regulation and supervision should also  be extended on these markets.  The business model will change-savings will become more important. The Romanian economy will be damaged through the financial channel - increasing cost of lending and slowing down the capital inflows-and through the economic contraction in the developed world which will reduce output in Romania.
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INTRODUCTION

The fact: the financial crisis started in the U.S. sub-prime mortgage related securities and then it has become global in the global financial markets.  Thus, other European economies have discovered the weaknesses of their financial sectors.

The result: huge losses and lack of confidence in the financial system. The last IMF Global Financial Stability report estimates the losses on U.S. -based loans and securities to $ 1.4 trillion. Investors are unwilling to lend to banks, and healthy banks are unwilling to lend each other and to consumer and businesses.  Without credit, the real sector is contracting.

Using the taxpayers money, the government of the U.S. and the governments of the E.U. countries have jumped into the financial turmoil in order to save the financial system and to halt and to reverse the negative  feed-back between financial crisis and  the real sector. 

People have important questions: is my money safe? Is my home safe?  Which bank or other financial institution should I trust?  Why should I pay for the bail out of the banks? And poor people are still struggling with the impact of the food and energy price crisis.

Businessmen in the developing countries are worried about the dry up of lending and the capital cost rising as well as about the demand slow down in the U.S. and Euro zone which will reduce their export and investments.

Several politicians are asking if the capitalism is still the economic model to be followed.  

1. PUBLIC GOODS AND THE FINANCIAL SECTOR

There are two public goods which should be delivered by the financial system: the payment system and the stability of the financial system.  This is the main reason for the government intervention in the financial crisis.  The test for a bank rescue is if it went down, would there be a systemic risk - would it have a knock-on effect into the rest of the system("too big to fail").  No action is no option for the government. The cost of no action will be much higher for economy and people when the real sector slows down.

Today, we know the main solutions adopted by governments in order to address the key systemic problems: illiquid assets; capital shortages, and; the collapse of counter-part trust.  These solutions are multiple: injecting liquidity into the system by the Central Banks; injecting capital into banks and other financial institution by the governments through buying of shares in banks and/or purchasing of the troubled assets; increasing the public guarantees for bank deposits and extending public guarantees to interbank lending.

We need also long term solutions focussed on the causes in order to prevent or at least to limit the impact of the next financial crisis. We have to learn from the current crisis.  And these solutions can be found if we go back to fundamentals of the market economy which were neglected in the most developed countries.

We will focus on four issues: the link between real sector and financial sector; leverage; transparency; regulation and supervision; the business model.  The last part of my paper is related to impact of this crisis on the Romanian economy. 
2.   THE LINK BETWEEN REAL SECTOR AND FINANCIAL SECTOR 

The financial sector, as intermediary between savers and investors, has to serve the consumers and business that means to support the real sector development.  The financial sector should remain with this goal.

Several terms have to be remembered.

Real assets - such as land, labor, and capital- are used to produce goods and services.

Financial assets - such as bank savings accounts, stocks (shares), bonds etc. - are claims to the income generated by real assets. The financial assets determine how the returns generated by the real assets are divided among investors. 

Each asset is supposed to bring a return based on the risk assumed. For example, a state treasury bill is supposed to have the lowest risk (zero risk-the state doesn't go bankruptcy); a corporate share has a higher risk associated with the industry where the company operates and the management of that company.  The basic relation between risk and return is: a higher risk - a higher return potentially but also a higher loss in the case of the realized risk.

Investors are supposed to know the risk attached to each asset when they decide to invest.  Investors diversify risk through a portfolio with both real assets (such as houses, land, gold etc.) and financial assets.  

The financial markets are the places where financial assets are created and traded by groups of institutions and individuals, in order to move savings from savers to investors. These markets are money markets for short term debt and debt instruments-treasury bills, certificates of deposits, commercial papers etc.- and capital markets for long term investment (over one year) using equity instruments-stocks in companies -and debt obligations-corporate bonds, government bonds.  Within the capital markets, the debt and equity instruments representing financial value which are fungible and negotiable are known as securities. 

During the last decades, and especially during this decade, the link between the real sector and the financial sector has been diluted.  Excess savings were `"entrusted to a few thousand traders who sloshed it around the world in search of the highest returns. These traders do not see reality directly.  Instead they see the shadow of reality as it dances around in numbers on their computer screens. They are three or four psychological levels removed from normal economic activity"1.

Usually, the reason for this break between the real sector and the financial sector is based on the so called spreading the risk through trading the derivative securities.  These derivative securities are traded in the market completely lacking in transparency and unregulated.  Everything is good until the investors are buying securities with risks they do not know or do not understand. And traders, some of them with big names like Lehman Brothers, are driven to take big risks and big bonuses. Then is just a matter of time before the crisis erupts.

The first lesson: financial sector should stay close to real sector as much as possible.

3. LEVERAGE 

Financial leverage takes the form of a loan or other borrowings (debt). A company may multiply the return on equity, if the proceeds from debt are reinvested and the rate of return is greater than the cost of interest.  Employing leverage amplifies the potential gain from an investment, but also increases the potential loss.

The risk is much more increased with the trading of derivatives such as futures contract, options, structured products, because they allow leverage without borrowing explicitly, though the effect of borrowing is implicit in the cost of derivatives. 

The question is the following: how much leverage should be allowed?

For a company in the real sector, the answer is clear: the ratio between debt and equity is under the pressure of competition.  A higher debt to equity ratio, as compared with your competitors, means a higher cost for your products and services because of interest cost.  Therefore, the competitive forces will keep the ratio at optimal level. 

With the banks and other financial institutions the answer is much more complicated: these institutions are working with a high leverage.  For banks, the leverage is limited by regulators.  For example, for one value unit of equity, there are 7-8 units value of debt (savings in banking accounts).  But for financial institutions with transactions in markets lacking in transparency and unregulated, the leverage raised to 30 and above.  Thus, when things go wrong the losses are huge. The overleveraged financial institutions have started a chaotic deleveraging.  All five of America’s great investment banks –Bear Sterns, Lehman Brothers, Merrill-Lynch, Goldman Sachs and Morgan Stanley- have either ceased to be independent or ceased to be.

The second lesson: leverage should be limited for all financial institutions.

4. TRANSPARENCY

Securities are traded in organized exchanges such as stock exchange and in over the counter markets.  The organized exchanges are transparent and regulated markets operating with a low counterpart risk- the risk that the hedger or speculator who buys let us say a future contract fails to fulfil its commitments. The price discovery process is transparent and all investors interested may know instantly the transaction prices.  In organized derivative securities exchange, a clearinghouse acts as an intermediary , serving the counterparty to each side of a transaction and insuring performance  if one party fails to perform on its contractual obligations.  This arrangement allows investors to trade with confidence2.

The over the counter markets (OTC) work through direct relations between sellers and buyers-such as broker dealers, companies, hedge funds.  These markets lack of transparency and they are unregulated.  These markets involve a high counterpart risk.  Without a clearinghouse, counterparties assume each other's credit risk.   Risk is managed by selecting and monitoring counterparties.  Credit ratings are an important part of this monitoring process.  Lehman Brothers was rated "A" just prior to bankruptcy.

As maybe you have already guessed, the bulk of the derivative securities were traded through the OTC markets.

The third lesson: the OTC markets need more transparency and innovative solutions as clearinghouse function.

5. REGULATION AND SUPERVISION OF THE FINANCIAL SECTOR

Many times, we were told by successful investors that they are working with "the other money".  As a principle, whenever an investor is using the other money there should  be a way for the "other" to monitor what is happening with his/her money.  

For a joint stock company, there is a law that sets the rights of shareholders who invested into that company.  For banks and other financial institutions, the state authorities are in charge to regulate and supervise them.  

In the Euro zone, the European Central Bank has the power for monetary policy, but the supervision of the banks remained within the national authorities.  Therefore, the capacity of a coherent and consistent supervision at the level of the Euro area is reduced. The cooperative mechanism is supposed to replace the ECB supervision but this mechanism is not enough when financial institutions are operating across the borders, and across sectors of financial transactions.

Unfortunately, on September 23, 2008, the worldwide credit default swaps market (credit derivative product) is estimated at $58 trillion3, a market that is lacking of transparency and unregulated (the World GDP in 2007 was $54.3 trillion). At the level of U.S., at the end of March 2008, the amount on outstanding credit derivatives was $16.4 trillion (the U.S. GDP for 2007 was $13.8 trillion).

The fourth lesson: derivative security markets and institutions should be regulated and supervised by the state authorities. 

6. THE BUSINESS MODEL

The financial crisis has started to change the business model of both financial institutions and companies into the real sector.  At this stage, we may underline the following trends:

At the level of the financial companies 

·  the aggressive asset growth strategy is replaced by more conservative business model;

· borrowing externally to lend locally will be reassessed; local savings become more important;

· incentive system based on high risk high bonus and short term will be reconstructed with a long term view;

At the level of companies into the real sector

· inter-company lending will be reduced;

· integrity will be reassessed.  For example, managers which have an important stake in the company stock and they use their shares to guarantee personal loans.  During financial crisis, these shareholders sold shares in order to pay their loans and thus they contributed to the decline of the share price and of the company value.

7.  THE FINANCIAL CRISIS IMPACT ON THE ROMANIAN ECONOMY

There are two channels of contagion of the Romanian economy due to international financial crisis: the financial channel, and; the economic contraction channel.

· The financial channel

The international financial crisis will affect directly the Romanian economy, as long as the Romanian economy is an open economy and the financial system in Romania is based on the business model “borrowing externally to lend locally”.  The main impacts will be as follows:

· Foreign lending into the Romanian economy will slow down;

· The cost of the Romanian external debt will grow up;

· Foreign direct investment into the Romanian economy will decline and decisions about new projects will be postpone.  The first investment to drop it will be portfolio investment;

· The business model “borrowing externally to lend locally” will be changed.  Domestic savings will become much more important.

· The economic contraction channel

The economic contraction in the U.S. and the European Union will affect directly the Romanian economy:

· Growth in the export sector will fall especially in the automotive , steel and construction industries;

· The remittances sent back to Romania by the Romanian workers working abroad will decline;

· The growth of the Romanian economy will be lower than in the previous years with a direct impact of the general budget and public expenditures.

The leadership of the country has to design special plans to minimise the impact of  both the international financial crisis and   the economic contraction of the developed economies. These plans have to focus on short term measures such as the increasing of the guarantees of the banking deposits and on medium and long term in order to reduce the vulnerability of the Romanian economy induced by a high current account deficit which has to be financed more and more through external borrowing.

REFERENCES:
1. David Brooks, "Testing time", International Herald Tribune, 08/10/ 2008.

2. CFA Institute, "How institutions manage counterparty risk", Financial Times, October 06, 2008.

3. U.S. Securities and Exchange Commission.



THE MIGRATION OF HUMAN RESOURCES FROM SERVICES BASED ORGANIZATIONS IN ROMANIA

Gina Gilet SZTRUTEN, Catrinel Raluca DRIDEA

Romanian-American University Bucharest, Romania

Abstract : In this paper, we have tried to underline the migration phenomenon of a service based organization in Romania. The migration of labor force has become an enlarging process in Romania, but also at international level, a trend developed from eastern Europe to western Europe.
It is well known, that migration has existed from the beginning of mankind, and over the years has registered changes and took new forms. The specialists have shown that migration is a normal process in the real society over the human history.As important factors of human resources migration, there can be presented: the change of the employees' lifestyle and work patterns, the large number of women, the aging process of population (influence on the working force), the redefinition of values and goals, and so on.
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Human resource represents the key element of every activity, and its development influences the results and revenues of every organization. The important role of human resources is underlined by working in a services based organization that determines a permanent connection between employees and customers.  

Over the years, it has been established a series of characteristics and trends of the services labor market. Among this there can be mentioned the following: large diversity of ethnics, the heterogeneity of human resources; the demographical change of labor components; the increasing need of workers in the service based organization as they extend over the producing ones; the rising number of women in this area ; the competitive environment; and so on. But besides this another important trend is represented by the migration of labor force, trend present over the years, as a result of many interior or exterior factors. In this context, the paper tries to determine the migration influencing factors in services based organization, using a market research.
The goal of the research is the study of labor migration and its objectives regards: 

· the impact of the payment;

· the impact of the management and employees;

· the opinion regarding working in a different job;

· the role of the subject and its activity;

· the will to achieve perfection of the human resources;

·  the impact of the information on the employee.

In order to realize the migration research, there are generated the hypotheses over the objectives like: the opinion of every employee is different according to their level of education; the active labor force is 65% in consistent of persons between 20-40 years and the opinion regarding the program is favorable, meaning that they don’t have shift work preferences.

As a research method it is used the inquiry, and the instrument is represented by the questioner, with the same questions and in the same order for all participants. The research collectivity is selected from a private service based organization from Bucharest and its size is determined at 40 subjects, being over 50%of the total number of the employees. The questioner used contains a number of 10 questions, with a single answer accepted and the answer is considered confidential. 

The first question – How much do you consider that the organization you are working with involves in protecting the employees on the labor Romanian market?  - takes into consideration the communication between the employer and employee on a scale ranging from a very small to a very large extend.
Table 1. Communication employer-employee

	Very small
	Small
	Large
	Very large
	Don’t know

	0 subjects
	5 subjects
	21 subjects
	10 subjects
	4 subjects


Regarding the communication in the organization, involving the action taken on the labor market, more than half of the labor force is aware of this, determining a positive aspect in their work place. The same result can be obtained by using Lickert scale.

For this we must attribute gradations:
Very small
Small
Don’t know
Large
Very large

-2

-1
0

+1
+2

0

5
4

21
10

So, the calculated score is:

-2 x 0 + -1 x 5 + 0 x 4 + 1 x 21 + 2 x 10

Sc=-------------------------------------------------=  0,9

40

This also confirms that the employees are conscious about the organization’s actions on local labor forums, job hunting, market, etc. 

The second question – Do you consider that men and women have equal chances for employment? – bring up the problem of discrimination on gender and the impact of this in applying for a specific job, and the answer possibility are ranging from never to always.
Table 2. Gender discrimination

	Never
	Very rarely
	Rarely
	Sometimes
	Often
	Very often
	Always
	Don’t know

	0 subjects
	5 subjects
	3 subjects
	10 subjects
	8 subjects
	4 subjects
	10 subjects
	0 subjects


As it can be noticed, approx 80% believe that there is no discrimination on gender for employment.

The third question – What influenced you to get employment? – tries to focus on the main factor that influence the appliance for a job. In this case the answer is limited to: salary, workman’s pass, length of service, pleasure and the lack of employment. 
Table 3. Determined factor for employment

	Salary
	Workman’s pass
	Length of service
	Pleasure
	Lack of employment

	12 subjects
	8 subjects
	12 subjects
	3 subjects
	5 subjects


For interpreting this result it must be mentioned that many of the participants have chosen two or three options. As follows, the majority desires a good salary level but is also motivated by a long length of service. 

The fourth question – Which were the main difficulties in getting a job? – with the possibility of answering on a large extend, by filling in the space provided for.
Table 4. Difficulties in becoming employed

	No difficulties
	Bureaucratic problems

	36 subject
	4 subjects


The lack of difficulties occurs because of the employer’s need of human resources, the unspectacular salary level, the large area of employment addressed to a medium education, experience, and a large variety of age and gender.

The fifth question – Where did you find out about this job? – and the response may vary between the company’s office, the press, friends and the Office of Labor.
Table 5. Information on vacant positions

	Company’s office
	The press
	The Office of Labor
	Friends

	16 subjects
	11 subjects
	2 subjects
	11 subjects


As it can be seen 40% of the subjects appreciate the company’s office news, 27, 5% of the subjects appreciate the press releases and the same percent the information obtained from friends. The Office of Labor is very rarely taken into consideration by the respondents. 

The sixth question – Which are the motives that determines you to continue the collaboration with this company? -  the factors presented are: colleagues, management, location, salary and other factors.
Table 6. Motivation for no migration of the labor force

	Colleges
	Management
	Location
	Salary
	Other factors

	8 subjects
	10 subjects
	4 subjects
	9 subjects
	9 subjects


The interpretation of this question shows that the subjects are partially subjective; regardless of the positive relation with the management, it is unlikely to appreciate it more than the salary (25%-management, 22,5%salary). 

The seventh question – Do you think other job would be more profitable for you?  - gives the possibility of answering to a scale between very small extend to very large extend.

Table 7. Choice of job

	Very small
	Small
	Somehow
	Large
	Very large
	Don’t know

	2 subjects
	5 subjects
	14 subjects
	12 subjects
	0 subjects
	7 subjects


The subject questioned are inclining to answer that they think there are better, or more appropriate job for them in terms of profitability, so not always the financial status primes. 

The eighth question – Do you consider there are other firms in Romania that would be more advantage? – with a closed response: yes, no, don’t know, refusal.
Table 8. Trust in another company

	Yes
	No
	Don’t know
	Refusal

	21 subjects
	4 subjects
	13 subjects
	2 subjects


The answers are conclusive: more than 50% of the subjects are aware of the fact that they can get employment from other companies, but according to the reason prior mentioned they refuse to do so. Those which are not interested are usually the ones that are satisfied with the actual job and management.

The ninth question – Do you consider that your job would be more satisfactory in another country?  - with the response yes, no, don’t know, and refusal.
Table 9. External opportunities

	Yes
	No
	Don’t know
	Refusal

	14 subjects
	5 subjects
	18 subjects
	3 subjects


At this point, 45% of the subjects are showing the lack of information regarding the external labor market or the lack of interest for other labor markets. 

The tenth question - How do you consider your education regarding the position you are filling in? underlines the importance of specific education for each position. So, the options for the subjects are: lower education, proper education, over education, and re qualifying.

Table 10. Qualification for the position

	Lower education
	Proper education
	Over education
	Re qualifying

	1 subjects
	24 subjects
	10 subjects
	5 subjects


The 45% of employees are consistent of their proper position and that indicates they don’t underestimate or overestimate their value and representing thoughtful, mature employees.

The eleventh question – Regarding the difficulty degree, your position is? – and the reply can vary from very hard to very easy.

Table 11. Difficulty of the position

	Very hard
	Hard
	Appropriate
	Easy
	Very easy

	2 subjects
	6 subjects
	25 subjects
	7 subjects
	0 subjects


As a confirmation for the anterior question, 60% of the participants don’t consider their work very hard or hard, and being subjective they don’t consider it easy either.

The twelfth question - How do you appreciate the work schedule 8 hours/day from Monday to Friday?  - with a possibility of answering from very long to very short.  
Table 12. Working schedule

	Very long
	Long
	Appropriate
	Short
	Very short

	0 subjects
	1 subjects
	35 subjects
	5 subjects
	0 subjects


The result obtained is normal, knowing that in taking decision to apply for a certain job the candidates are considering the salary level at first and then the working schedule.

The thirteen question – From a scale of 1 to 5 how do you appreciate the relation with the superiors?  - where 1 represents very poor and 5 represents very good.
Table 13. Relation with the superiors

	Very poor
	Poor
	Indifference
	Good
	Very good

	0 subjects
	1 subjects
	1 subjects
	21 subjects
	17 subjects


The high percentage obtained 95% indicates a fruitful relation between the management and the employees, which can only lead to higher performance. Also the subjective aspect mustn’t be forgotten 

The last question regards the age, the gender, the studies and the marital status of the participants.
Table 14. Age of the participants

	Under 20 years
	20-30
	30-40
	40-50
	50-60
	Over 60

	0 subjects
	13 subjects
	13 subjects
	7 subjects
	6 subjects
	1 subject


The age segment of 65% is representative for our country, among 20-40 years, 17% are between 40 to 50 and 15% are close to retirement 

Table 15. Studies of the participants

	Basic
	Medium
	Superior

	2 subjects
	25 subjects
	13 subjects


The main segment is the medium studies with 62,5%, followed by the superior studies with 32,5%, representing  still a large difference in our society.
Table 16. Marital status

	Married
	Not married

	29 subjects
	11 subjects


As for the marital status: 29 participants are married and the rest – 11participants are not married, this being strongly tied to the 8 hours programs, the stability of the workforce and the significant age segment.
Table 17. Gender differences

	Men
	Women

	28 subjects
	12 subjects


The gender differences are in favor of men with 72,5%, this being  an arbitrary result. 

In order to obtain a conclusive idea regarding the labor force in service based organization in Romania, it is necessary a general focus on the positive and negative response and most important on the motivations that influenced those options. The communication among the employer and the employee is favorable to determine a trustful relation and therefore to increase the labor productivity and diminish the phenomenon of labor migration. Even though the participants were over 70% male, they strongly believe that women have equal opportunities in getting employed in the services domain, fact that influences the competition on the labor market, and of course their performance in a positive sense. The fact that the majority of the human resources are young, over 65% is a conclusion of the society’s efforts to promote rejuvenating, higher qualification and values for creating a stabilizing environment. The motivations for employment are underlined by the questioner like: good vertical and horizontal relations of the employee, the level of payment, the higher percentage of married employees – 72%, the acceptance of the time table, the lack of difficulties encountered in their daily activities, etc. But also, there can be presented motives for employees’ dissatisfaction like: being aware of the fact that other companies might hire them, but lacking the courage to apply for a job,  the complex of an unsuitable job, little access to information, or little interest to external labor markets, and others. 

In regard to the questioner, there can be formulated positive and negative points of view. The strong points are that the questioner has stimulated the interest for this area; the questions have been clear, realistic, objective and short. On the other hand, the segment of participants can be considered unrepresentative because: from the questioner answers, the participants form a collectivity that is not interested in migration to other organization or external labor market; the collectivity chosen is consisted in the employees of one organization and they appear to be general satisfied in their working time; the questions were simple, general, and there were no filter question to verify the accuracy and competence of the subjects.

In conclusion, analyzing the opinions and motivations determined by the subjects’ responses, it is clear that the exigencies and desires of the employees are known to the employer, who is promoting a safe and friendly climate interested in human resources motivation and therefore a little migration phenomenon. The migration phenomenon creates indeed a major problem to every employer, especially in the service area, were the labor force usually fluctuates. To diminish this, the management must take important actions in creating a stable environment, with high possibilities to perfect employees’ performance and permanent motivation.
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1.   INTRODUCTION

One form of taxation has attracted a lot of attention over the last years: the flat tax. The debate really started in 1983 following the release of Hall and Rabushka’s book on flat tax and was rather US-centred, given the complexity of the US tax code. It regained vigour in the last years in the EU enlargement to post-communist countries that have adopted this system. It should be mentioned that in these countries the introduction of the flat tax was part of a wider package of tax reforms, meant to improve tax compliance and administration. There is a certain irony to the growing popularity of the uniform rate of income tax in countries that were previously run by communist parties. It was Karl Marx who, in his Communist Manifesto of 1848, was among the first to call for “a heavy progressive of graduated income tax”, at a time when across the early industrializing states the flat rate was the norm. Subsequently, as capitalist societies become more prosperous, they adopted Marx’s demand and introduced higher rates of tax on higher bands of income to finance improved social welfare measures. 

For those who see government not as benevolent but rather as inclined to waste and pursue the narrow self-interest of policy makers themselves, adoption of a flat tax can be desirable as a means of restricting the size of government. A political economy argument dates back to Brennan and Buchanan (1977), appearing to underlie some of the flat tax rhetoric. This stems from the view of policy-makers as seeking to maximize revenue, subject to providing some level of well-being to consumers. If government can somehow be restricted to using only a single marginal tax rate, then the amount it can raise will be limited, and so the amount of damage that government can do will be diminished. In the post-communist economies, the flat tax has been commonly adopted by new governments anxious to signal a fundamental regime shift towards more market-oriented policies and this signal appears to have been well-received. The economies flourished after the reforms.

The aim of this paper is to realize an overview of flat tax reform experiences of the five new EU Member States which implemented the flat tax (Estonia, Lithuania, Latvia, the Slovak Republic and Romania) and to assess the impact of the reforms on revenue collection, pointing several lessons for fiscal policy making. In order to attain these objectives, the paper is organized as follows. Section 2 describes the flat tax implementation around the world. Section 3 presents briefly the arguments and counterarguments in introducing a flat tax. Section 4 explores the experience of the five countries with the flat tax, focusing on the effects on revenue collection. The last section provides the concluding remarks.

2.   THE FLAT TAX REFORMS AROUND THE WORLD

As already mentioned, the term “flat tax” is associated with Hall and Rabushka (1983), particularly in the United States. This original proposal is a combination of a cash-flow tax on business income and a tax on workers’ income, both levied at the same, single rate, with a personal allowance available against the wage tax. The base of the business tax is the difference between receipts from sales, including exports and payments for purchases of inputs and capital goods, both domestically produced and imported, and to employees. The tax on workers’ income is assessed on any kind of compensation to labour (including the value of fringe benefits) and on pension benefits. This flat tax is essentially a consumption-type, origin-based value-added (VAT) collected by the subtraction method and supplemented by a tax credit against labour income. No country has adopted anything close to the pure form of Hall and Rabushka. The flat tax reforms vary significantly from country to country. Some countries have implemented a flat rate only on the personal income tax (PIT), others have complemented that with rate and exemptions changes on the corporate income tax (CIT) but at a different rate level, and yet others have implemented a flat (or proportional) rate at the same level for the PIT and the CIT. 
The sole common feature of the flat taxes is a single strictly positive marginal tax rate on labour income, so that liability on this income is of the form:


TF (Y) = max[t.(Y-AF), 0]

where TF (Y) denotes the liability on labour income of Y, t is the single positive marginal tax rate, and AF is some allowance (which varies with taxpayer’s circumstances). 

In the world, there are now twenty two jurisdictions that have some form of flat tax, but the detailed provisions vary a lot across countries (see Table 1). Most of the new flat tax nations are communist countries, perhaps because people who suffered under communism are less susceptible to class-warfare rhetoric about “taxing the rich”. Among the new EU Member States, Estonia was the first one in introducing a flat income tax reform in 1994, charging 26% on all personal and corporate income with no deductions allowed. The Estonian example was followed by other two Baltic countries, Lithuania (194) and Latvia (195). In 2004, Slovakia imposed a flat tax of 19%. Romania’s flat tax, instituted in January 2005, is 16%. 

Table 1: Flat taxes on personal income in the world

(at the time of introduction)

	Country
	Flat tax rate
	Year of introduction
	Country
	Flat tax rate
	Year of introduction

	Jersey
	20%   /1
	1940
	Iraq
	15%
	2004

	Hong Kong
	16%  /2
	1947
	Slovakia
	19%  /7
	2004

	Guernsey
	20%  /1
	1947
	Georgia
	12%  /10
	2005

	Jamaica
	25%
	1980
	Romania
	16%
	2005

	Bolivia
	10%  /4
	1986
	Kyrgyzstan
	10%
	2006

	Estonia
	26%  /5
	1994
	Paraguay
	10%  /11
	2006

	Lithuania
	33%  /6
	1994
	Macedonia
	12%  /12
	2007

	Latvia
	25%  /6
	1995
	Iceland
	35.73%  /13
	2007

	Russia
	13%  /7
	2001
	Mongolia
	10%
	2007

	Serbia
	14%  /8
	2003
	Mauritius
	15%
	2009

	Ukraine
	13%  /9
	2004
	Tonga
	10%  /14
	n.a.


Source: Rabushka (2007), The Economist (2005), Teather (2005), Grecu (2004), Bird (1992).

/1 Applied to personal and corporate incomes for both Jersey and Guernsey. None have VAT. The channels islands do not tax dividends, interest or capital gains. /2 Taxpayers have the choice between being taxed at a 16% flat tax or under a progressive tax system with marginal tax rates ranging from 2 to 20%. Hing King does not tax dividends, wealth, and capital gains and has no VAT, sales or payroll tax. /3 Accompanied by a 24% corporate tax rate. /4 Capped at ₤ 250,000, making it therefore regressive as soon as revenues reach ₤ 1,250,000. From 2007, the corporate tax rate is reduced to zero. /5 With no basic allowance. /6 13% since 1992. The tax base is all income (wages, salaries, rentals, interest, royalties, etc.), except foreign-income and capital gains which remain tax-free. There is also a general allowance equivalent to two (previously four) monthly minimum wages (this minimum wage is about Bs 240 or USD 45). The system is designed to fight VAT fraud, so that individuals can offset against this tax the VAT paid, provided they have invoices or receipts. /7 Reduced to 24% in 2005, 23% in 2006, 21% in 2007, 20% in 2008. Estonia has a zero corporate tax rate on retained earnings but taxes distribution (mainly dividends) at 21%. This is accompanied by a general non-deductibility of interest payments./8 VAT paid is tax deductible. /9 Both Lithuania and Latvia’s corporate tax rates are set at 15% in 2007. /10 10% from 2008. /11 15% in 2007./12 Corporate tax rate is at 18% and capital income taxed at 10% under a Dual Income Tax System. /13 Accompanied by a 24% corporate tax rate. /14 On both corporate and personal incomes. /15 15% since 2007. /16 Above 2,500 USD. The date of implementation is unknown. The following countries have no tax on personal income: Andorra, the Bahamas, Bahrain, Bermuda, Burundi, Cayman Islands, Kuwait, Monaco, Nigeria, Oman, Qatar, Saudi Arabia, Somalia, United Arab Emirates, Uruguay and Vanuatu.

3.   PROS AND CONS OF THE FLAT TAX

The proponents of the flat rate income tax reform put forward several arguments in favour of this fiscal system (Saavedra et al. 2007):

· reduces the  complexity of the tax system and thus administrative costs;

· creates incentives – through lower and simpler rates and clearer rules – for accurate reporting of income and consequently higher compliance by taxpayers;

· lowers marginal tax burdens, creating incentives for investment and saving;

· reduces inefficiencies in the economy by avoiding double taxation and reducing tax-induced distortions in investment behaviour;

· promotes labour force participation, including for individuals in higher income brackets that may also have higher skills.

However, a country’s competitiveness is determined by a number of other factors besides the tax system. It is clear that investment and savings behaviour may depend on economic drivers that go well beyond this limited reform. Fkat taxes are usually lower taxes. While it is generally true that lower taxes leave more money to circulate and thus to be invested, and that flat rates generally increase the citizens’ willingness to pay their taxes, lower taxes may also mean lower tax revenues, which in turn may be detrimental to the given state’s budgetary status. Flat taxes are attractive because of their transparency and simplicity in administration. Transparency is indeed an interesting feature, notably because each worker knows about his marginal tax rate, which is something more difficult to assess in a progressive tax system. Nevertheless, in practice, the effective tax on labour income also depends on the pattern of social insurance contributions (Carone et al. 2007). Even in countries having a flat tax rate, the effective labour tax schedule is far from flat (see Figure 1), especially if social security contributions (see Figure 2) are considered. Even where flat tax is levied at a low rate, the overall effective rate of tax on labour income may be quite high. Flat tax may also have negative effects on equity. Keen et al. (2006) find that the distributional impact of the flat tax reforms is commonly quite complex, and by no means unambiguously adverse for some of the least well-off. 
Figure 1: Taxes on labour in % GDP
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Source: European Commission (2006). EU-25 is GDP-weighted.

Figure 2: Share of social security contributions in total taxation (2005)
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Source: European Commission (2006), EU-27 is GDP-weighted. PT: direct taxes for 2004

The experience of the new EU countries with the flat tax. Let us explore the experience of the five new EU members with the flat tax and its implementation effect on revenue collection. Table 2 presents the current flat taxes in the new EU members. A more detailed account of the pre- and post-reform systems in the five countries is provided in Appendix 1. 

Table 2: Personal Income and Corporate Income Tax Rates in the New EU members

	Country
	Year of PIT reform
	Personal income tax rates

After                   Before

reform                reform
	Current CIT rate (%)
	Change in basic allowance
	Future rate change plans

	Estonia
	1994
	21                        16-33
	23(26)
	Modest increase
	Government plans to reduce PIT and CIT rates to 20% by 2009.

	Lithuania
	1994
	27                        18-33
	15
	Substantial increase
	The PIT rate was reduced from 33% to 27% in 2006, and a further reduction to 24% was applied in 2008.

	Latvia
	1995
	25                      25 and 10
	15
	Slight reduction
	The CIT was lowered from 19% to the current 15% in 2003.

	Slovak Republic
	2004
	19                        10-38
	19
	Substantial increase
	n.a

	Romania
	2005
	16                         18-40
	16
	Increase
	n.a.


Sources: World Bank country Reports; IMF staff Reports.

Note n.a. = Not applicable.

The flat tax rates applied to the PIT and CIT vary significantly in the five countries. The lowest rate for the PIT is 16 percent in Romania, followed by the Slovak Republic with 19 percent. On the other hand are the Baltic countries with higher rates: Estonia – 26 percent, Lithuania – 33 percent and Latvia – 25 percent. Estonia has the highest CIT rate. Romania and the Slovak Republic have a flat rate at the same level for the PIT and the CIT. The large differences in rates in this group of countries may reflect in part the timing of the reforms. The Baltic countries applied the flat tax in a period of tight fiscal constraints in the mid-1990, and the danger of having a drop in revenues pushed the authorities toward higher rates. On the other hand, the countries which introduced the reforms from 2004 onward, enjoyed higher rates of economic growth and better fiscal balances at the time of implementation.

We will briefly describe in turn the particular aspects of each country considered, comparing the present rates with the former progressive rate schedule. This is helpful in understanding the intended goals of policy makers. Moreover, looking at the previous tax systems helps to observe the potential gains in simplicity of a flat rate, especially with the PIT. 

Estonia - It is the first post-communist country adopting a flat tax system at a rate of 26 percent, which is approximately midway between the lowest and highest pre-reform marginal rates. The initial rate has been lowered since, being scheduled to 20 percent in 2009. The personal allowance was increased substantially at the time of introduction of the flat tax: from EEK 2,400 to EEK 3,600, although inflation was then such that this represented only a modest increase in the allowance in real terms. The CIT, previously 35 percent, was also set at 26 percent, and has remained aligned with that on labour income. The best known feature of the Estonian approach to corporate taxation, however, was not part of the flat tax reform, being adopted only in 2000: since then, undistributed profits have been taxed, with distributions taxed at the regular flat rate. There appears to have been no substantial change to VAT or the excises at the time of adopting the flat tax.

Lithuania - The flat tax introduced in 1994 was 33 percent – the highest of the marginal rates imposed prior to the reform. The threshold was largely increased, from LTD 35 to LTD 115 (more than doubling relative to GDP, though still reaching only a very modest 2.6 percent of per capita GDP). The CIT was maintained at 29 percent. The PIT has remained unchanged since 1994, while the CIT has been reduced to 15 percent. The previous general excise tax, which had operated much as a VAT, was transformed into a full VAT at the time of the flat tax implementation, with the rate remaining at 18 percent; a new excise tax law was also introduced, and the rates of the excises on gasoline, diesel and beer were increased in late 1994 / early 1995.

Latvia - Latvia introduced its flat tax in 1997 at the rate of 25 percent. The year before the reform Latvia had an unusual degressive rate structure (under which the marginal rate falls with income), with a starting marginal rate of 25 percent followed by a marginal rate of 10 percent on the highest incomes. The adoption of the flat tax in Latvia thus resulted in increased tax liability at the very highest incomes. The value of personal allowances was slightly reduced, but remained high (at around 19 percent of per capita income). CIT was 25 percent prior to reform and was maintained at this level, and hence, at the same rate as on labour income. After that the two have diverged, with the CIT now set at 15 percent. Dividend and interest income were, and continue to be exempt. There seem to have been no important changes to the VAT or excises like in Estonia.

Slovak Republic - The major tax reform of 2004 adopted a single common rate of 19 percent for the PIT, CIT and VAT. This replaced a PIT schedule of five non-zero marginal rates ranging from 10 to 38 percent (with five other rates applying to specific types of income). The personal allowance was more than doubled, from SK 38,760 to SK 80,832, while the spouse allowance increased almost sevenfold, from SK 12,000 to the same value as the personal allowance. Income-related tax allowances for children were replaced by fixed allowances and a refundable tax credit for those with sufficient labour market participation. The reduction of CIT, previously at 25 percent, was accompanied by more rapid depreciation and more generous carry-forward provisions. The dividend tax – 15 percent final withholding, prior to reform – was abolished, along with the inheritance and gift taxes. The income tax reform included important scaling back of exemptions, under both the PIT (For example: the removal of some allowances for interest and capital income, additional private pension contributions and exemptions for soldiers and judges.) and the CIT (For example: tax holidays for newly established firms, with limits also placed on the deductibility of charitable giving and tighter rules for provisioning and reserves.). The aggregate social security tax was reduced from 51 to 48.6 percent, with the revenue effect, in part, offset by increasing contribution ceilings.

Romania - The fiscal reform introduced in January 2005 is strongly associated with the flat tax in the public’s mind. In fact, two major changes were operated:

a) On the personal income tax progressivity was eliminated and a 16% flat rate replaced the previous complex system with five brackets between 18 and 40 percent.

b) On the corporate profit, where the rate was already flat, the percentage was simply reduced from 25% to 16%.

A number of additional sources of personal revenue, which were previously taxed separately and very lightly (for example, 1% on capital market gains), were included in the taxable base. In general, the logic was to broaden the base and reduce the general rate, in order to ensure more horizontal fiscal equity. The monthly basic personal allowance was raised modestly in real terms. The CIT was also reduced from 25 to 16 percent. Dividends paid to individuals, interest income and capital gains were subject to final withholding taxes at lower than the flat rate, but since 2006 have also been subject to the flat 16 percent. The two rates of VAT (19 and 9 percent) remained unchanged, but, later in 2005, several relatively minor exemptions (in relation to entertainment services, for example) were eliminated, and excises increased.

4.   CONCLUSIONS

The following remarks can be derived from the present analysis:

1. Generalizations are difficult, given the diversity of reform design.

2. The potential gains are uncertain and depend critically on the details of the reform.

3. In general, the flat tax reforms have been associated with a reduction in revenue from the PIT.

4. Tax policy in other areas may need to be adjusted as a safeguard against some drop in revenues in the PIT and CIT. For instance, if the government intends to shift the burden from direct taxes to indirect ones, tax policy and administration for the VAT and excises should be strengthened before or in tandem with a flat income tax reform.

5. Success in improving PIT collection depends in part on complementary reforms in social insurance and contributions. High marginal rates of pay-roll taxes can be a major obstacle to improved PIT collection after the reform.

In conclusion, there is little evidence that the good economic performance of these countries after the reform was due to the flat tax itself: this could be attributed to wider macroeconomic recovery, better tax compliance and tax administration as a consequence of EU membership requirements.
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Abstract: The major research about strategy is concentrated on corporations. Research about universities strategies and the importance of entrepreneurial university strategy is in the early stages. 
The new approach that we propose is the promotion and development of Entrepreneurial Universities and their integration in a global network of knowledge.

Keywords: entrepreneurial education strategy, entrepreneurial university strategy, entrepreneurship education, strategic entrepreneurship,  university strategy 

1.   INTRODUCTION

The concept of the Entrepreneurial University influenced Europe in the last decade as a result of the innovational activities performed by the Universities in the area of their own management, but also at their cooperation with other economic agents. This evolution is tightly connected to the Universities change of mentality. That is how universities are guided to dedicate themselves to solving practical problems, to mediate science and technology, to offer research material with a profound practical character. The combination of entrepreneurship and strategy lead to performance in organizations. The issue of entrepreneurship is very often discussed in relation to strategy process. In this paper we will explore the main parameters of entrepreneurship strategy in order to find the factors who can contribute to the university performance. Based on the literature in the disciplines Strategic Management, Management and Entrepreneurship are made various conclusions which can represent new opportunities for research (Luke B. 2005). The analyses is related also to the impact of University Entrepreneurial Strategy on performance.
2.   ENTREPRENEURIAL UNIVERSITY 
The roots of the concept of the Entrepreneurial University are to be found in the model of the Entrepreneurial Institute. The entrepreneurship approach in an university can be analysed from the beginning from the objectives the university want to achieve. The objectives are to provide students with knowledge, skills and attitudes important in innovations process and in entrepreneurship in order to identify and use opportunities. The entrepreneurship university is developing his structure on the options that are planed and used in order to achieve these goals.

The roots of the concept of the Entrepreneurial University are to be found in the model of the Entrepreneurial Institute. The new configuration offers the employees the possibility to obtain answers on all their questions concerning the collaboration with other economical agents, inventions, registering a patent or a license. A special role is being played by the administrative structure, the organizational effectiveness and the professional path used to implement the new idea. The entrepreneurship university has to promote the entrepreneurial education of the <entrepreneurship> that requires a new kind of didactic approach. According to Scott, Rosa and Klandt (1998) – enterprise and education may be understood in three ways:
· education about enterprise

· education through enterprise; and

· education for enterprise

The first approach implies that the teaching is about entrepreneurship as a phenome​non. By this approach, the main objective is to improve the knowledge about entre​preneurship, and develop an understanding of how it works and various relationships and causalities related to this as a phenomenon. And, as indicated by Scott, Rosa and Klandt, this approach probably will contribute to raise the awareness of entrepre​neurship “as a key change agent in the economy”. The second approach concerns the ways in which the education process itself can be enhanced by pedagogic style, like making use of “enterprising” situations. The third is specifically aimed at entre​preneurship development and training for new business start-ups. A closely related categorisation is applied by Hytti (2004) in a state-of-the-art study on enterprise education in Europe. She distinguishes between three roles assigned to EE, i.e. 1) learn to understand entrepreneurship, 2) learn to become entrepreneurial and 3) learn to become an entrepreneur. These categories correspond very closely to the three previous categories - education about, through and for entrepreneurship. Furthermore, a Nordic study (Sjölander et al 2005) applies a categorisation that to some extent goes in a similar direction, but the classification is based on pedagogical approach rather than on the program objective. They distinguish between 1) Tradi​tional academic programs with emphasis on SME management and/or entrepre​neurship; 2) Practice-oriented small firm management programs with emphasis on entrepreneurship, and 3) Programs combining entrepreneurship training and new business creation. Although these categories do not fully coincide with the previous once, there are significant similarities. There is close correspondence between teaching about entrepreneurship and category 1, teaching through enterprise and category 2, and education for entrepreneurship and category 3. 

The new objectives of the lectures does not consist in the simple transfer of knowledge, theory, onto the students any more, but in a transpose of the student in situations where he must evaluate economical situations on his own and find creative solutions for resolving the problems and putting them into good use. The entrepreneurial teaching is not just an easy and efficient way for transmitting knowledge any more, but the capacity of the ones that study it to define and solve problems for themselves, to recognize an develop the new economical offers. The teacher becomes the coach.  Belongs to this approach the study of entrepreneurship and business must be situated at the same level as all other basic disciplines for economics.

One key element that pushes an entrepreneurial university in the business world and can reduce the gap between theory and practice is the university incubator. Establishing enterprises in the economical milieu accelerates the process of scientific and technological knowledge transfer. A successful technological transfer mostly depends on the place where the training tuck place and on the mentality in running a faculty.In order to evaluate the university incubators we must take into account the performance as an indicator.The performances of university can be also quantified through the success stories of university incubators. These is analysed considering the following elements: the organisational network, the services offered, criteria for entering or leaving the incubators, the experience of the employees etc. The studies show that the more powerful the relations between the members of the network the higher the growth. In order to achieve performance the university incubators must provide a range of services. We can differentiate between the specialized services (professional business services) and services of organizational character (organizational services).
The specialized services of a university incubator consists in the mediation of relevant general knowledge, for example the training in the managerial and entrepreneurial field and the support offered for the creation of business plans, as well as the configuration of business and strategic plans. Other important specialized services consist in counseling, at the moment of a takeover and counseling offered for the creation and development of public relations. What the organizational services are concerned, these consist in offering spaces, for example for offices and laboratories, associated services like secretarial and sanitary help. The higher the number of the organizational services provided by the incubators the higher the financing quota. The incubator activity is related to the new economic structure, to the new competitive environment. Under these circumstances the university incubator has the role to promote the innovations but also the efficiency and the performance. For the quick adaptation of the University conditions to the environmental changes, a bigger part of the Universities incomes should be invested in infrastructure and trainings. On the other hand, the Universities Entrepreneurial Profile must not be measured only trough the quality of the research results and of the degree in which persons that establish enterprises are trained, but by the number of new found enterprises that emerge from the University milieu. 

With this purpose we must development in Romania the services that an university can offer to enterprises. An university incubator can be specialized on services that are demanded on the market. The professor for business must be able to relate their activity to the entrepreneurship activity in order to provide expertise for enterprises in their field of specialization. For example at an economic university can be established expertise centers for accounting, finance, business development, management and low. Proof for the practical competence arises often when the professors were or are persons that established enterprises or promote and implement innovations. As a result professors will be more active in their entrepreneurial activities the more practical knowledge they have.  With this considerations an entrepreneurial university is an university that identify and exploit previously unexploited opportunities and innovations.

3. STRATEGIC ENTREPRENEURSHIP
Strategic Entrepreneurship is the integration of entrepreneurship and strategic management knowledge (Ireland et al., 2003). Successful entrepreneurs are able to notice the possibilities that many other people seem to miss, and, more important, they are then able to find the means to turn these possibilities into action: to bring to the market something novel and useful.

The fundamental contribution to considering the role of the entrepreneur in strategy making was Mintzberg’s interpretation of the entrepreneurial mode of decision making, which has been amply mirrored in top organization theory journals (Mintzberg 1977, Mintzberg & Waters 1982). From the perspective of the role of the entrepreneur as a decision-maker, it seems natural to analyze entrepreneur’s influence on a firm’s strategy. Over the last few years, research has taken a new direction, bringing out the separate and distinct function of the entrepreneur in contrast to that of the manager. The manager, one could argue, must operate under normal conditions and in routine business functions, while exactly the opposite qualities are needed for successful entrepreneurship. Strategic entrepreneurship involves simultaneous opportunity-seeking and advantage-seeking behaviours and results in superior firm performance. On a relative basis, small, entrepreneurial ventures are effective in identifying opportunities but are less successful in developing competitive advantages needed to appropriate value from those opportunities. In contrast, large, established firms often are relatively more effective in establishing competitive advantages but are less able to identify new opportunities. (Ireland, R. D., Hitt, M. A., & Sirmon, D. G. 2003). Specifically Strategic Entrepreneurship refers to an entrepreneurial activity with a strategic perspective. This concept can be viewed as an extension of an entrepreneurial strategy making. Strategic Entrepreneurship emphasizes the importance of managing entrepreneurial resources or activities strategically in order to obtain competitive advantage. (Tantau, 2008) Strategic entrepreneurship helps a firm to respond properly to the types of significant environmental changes that face many of today's universities. Beyond this effective strategic entrepreneurship helps the universities develop relatively sustainable competitive advantages.
4. STRATEGY FOR ENTREPRENEURIAL UNIVERSITY

A strategy for an entrepreneurship university strategy is focused on opportunities. For this assumption we consider that Entrepreneurship can be defined as the identification and exploitation of previously unexploited opportunities (Hitt, Ireland, Camp, & Sexton, 2001). This focus on opportunities is a good basic in order to describe the relationship between entrepreneurship and strategy.  Both entrepreneurship and strategic management focus on the ways in which businesses create change by exploiting opportunities they discover within the uncertain environments in which they operate.  In this approach we consider that the strategy process of an Entrepreneurial University is dedicated to the future of the young generation. The university has to find and exploit new opportunities in order to be perform, to promote new competencies on the market. This strategy process involves two main phases: the strategy formulation and the strategy implementation. The university strategy formulation is a very complex issue that must involve all professors but also other stakeholders (students, enterprises, public administration.). The most of the universities that were analyzed in our study have a narrative strategy based on general principles. The classic universities promote their statement mission as a contribution to the social, cultural and economical life. There is a gap between their declaration and the new societal opportunities.  These approach is to far from the real university market situation and from the dynamic of our world economy. In this process a distinctive role play the objective formulation part.
For an entrepreneurship strategy the entrepreneurship goals describe the desired entrepreneurship position that an university intend to obtain. The objectives followed by the entrepreneurial education can be formed and summed up trough the following elements:

· The economical creativity is regarded to be the basis for recognizing the possible innovative products and services and to use, from economical point of view, the potential for success

· The capacity for decision refers to the capacity to make a decision without having all the information at ones disposal, a decision made under uncertainty

· The methodic economical knowledge contains concepts concerning methods for getting financed, marketing and management 

· The managerial qualification includes background knowledge of management, techniques and instruments for motivation and communication.

In order to achieve it’s entrepreneurship goals the university has to define entrepreneurship options or measures that can be select from the university board.

Other main parameter of the strategy process are the resources. The resources are detailed in financial resources, human resources, infrastructure resources and other resources (alumni and networking).The main resources for entrepreneurship education are income resources, budget allocation and other types of funding.The human resources are evaluated through their background, their development and their ability to promote innovations and to motivate the student to develop their own competencies.The alumni organizations and networking plays an important role for the university development and for the social dimension of an entrepreneurship university. The model of a Strategy for an Entrepreneurial University is developed taking into account the university strengths and weaknesses.All top universities have also infrastructure strengths related to communications structures, research in entrepreneurship and cross-disciplines structures. The entrepreneurship education strengths evaluation is focused on the offer of courses, degrees, curriculum, teaching methods and extra-curricula activities. Success oriented universities have to promote research and entrepreneurship in mission statement.

5. CONCLUSIONS
Research in the strategic area of Entrepreneurial University remains in the early stages. A special importance for the future of the European countries must be given to the consequent integration of the innovations and the entrepreneurial knowledge in all university strategy. This paper contribute to the understanding of the relations between strategy and entrepreneurship and to have an integrative approach for promoting performance in universities. Universities must practice strategic entrepreneurship and integrate entrepreneurial and strategic perspectives in order to obtain sustainable competencies. The new university structure must be more integrated in the reality, it must be more that a static structure of one way knowledge communication and it must be more dynamic and interactive, more related to the fundaments of the technological, social and economical development.
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Abstract: The marketing issue leading to the necessity of carrying out this research is represented by the desire to find out to which extent, especially when it comes about administrating a vertical distributional system, are used modern managerial instruments within the managerial system. This is because the low level of using certain scientific managerial methods in carrying out distributional activities leads to a low level of market competition and, of course, to a considerable gap in relation to the European Union’s countries. 
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1. INTRODUCTION
Accomplishing this research also involved the attempt to obtain data directly from the managers of some enterprises in Brasov with the purpose of identifying both their opinions, attitudes, behaviours towards using the strategies within the distributional activities and the establishing of the reasons that represent the basis for such behaviours. The information resulted from this research will be useful to the managers in getting an image as adequate as possible about the position of Romanian companies in using certain modern managerial instruments in the distributional activity and  economical performance of these companies. The purpose is that in the future they would found their politics and strategies on these results. At the same time a series of governmental institutions or professional associations could found their actions’ plan on the information obtained through this research.
The research started with a series of assumptions according to which, within most companies in the researched area, the distributional activity is based on principles characteristic to a modern management. Within most researched companies, at the present moment, the objectives are planned according to a clear strategy, trying at the same time to also determine other aspects relevant to diagnosing the present situation of the distributional channels and to establishing the perspectives regarding the future use of some modern managerial instruments.

2.   THE MAIN OBJECTIVES OF THE RESEARCH:

· determining the extent to which there is, at the present moment, a plan of the objectives of distributing through a clear strategy (written) within the researched companies;

· identifying the elements foreseen in the distributional strategy for the case where the companies already have a distributional strategy;

· determining the extent to which the researched companies have established alternative developing strategies in order to react to possible changes in the business field;

· determining the medium period of time for which the companies usually establish their objectives regarding the distribution;

· measuring the satisfaction degree regarding the relationship with the partners within the distributional channel;

· determining the communication between the position (link) occupied by researched companies within the distributional channel and the degree of control exerted by them within the distributional channel.

3.   RESEARCH METHODOLOGY

The carried out research is a descriptive one and the research method is the investigation through correspondence, telephone and face-to-face investigation. It is carried out amongst mangers of companies in the district of Brasov. The primary data have been collected based on an auto-administrated questionnaire transmitted to the members of the sample by different means of communication, according to the possessed identification data (e-mail, fax or mail). It has also been used the questioning through telephone or direct (face-to-face) carried out by the author of the here standing paper in the moment where the other communication methods did not bring any results.

The questionnaire has been fore tested on a sufficient number of subjects using the method of direct interview in view of identifying and repairing the aspects hindering the correct understanding of the questions. The researched population consisted of economic agents from Brasov, grouped up on activity sectors: industry, constructions, trade, tourism and other services. The population is relevant for this research because of the fact that each economic agent, no matter what his activity field, should use modern management methods for the organization of the distributional activities. In order to identify behaviours that would properly reflect the real estate there has been built a sampling frame consisting in economic agents registered in a data base which is to be found on the internet at http://www.listafirme.ro/brasov. The adress comprises 24 956 companies located in Brasov. According to the accountancies of Directia Judeteana de Statistica regarding the commercial societies in Brasov district, only a number of 15.445 of their total were active, according to the law in force and to the balance of the year 2004. They represent at least 60% of the total of companies in Brasov district.
4. RESEARCH RESULTS

The marketing research carried out amongst the companies in Brasov district underlined the fact that the percentage of the companies using, at the present moment, a very objective distribution strategy is very low as compared to the necessities dictated by a more and more competitive market. It is rated between 24.21% and 34.81% for the total of the researched population (a guarantee of 95% probability). An extremely important and defining element for the vertical distributional systems is represented by the control exerted by a link on the other links of the distributional channel. Still, as a result of analyzing the collected data, there has been concluded that the aspect related to being in control of the distributional channel is slightly mentioned. Only 4.9% of the persons interviewed declared that their distribution strategy carries certain actions due to lead to the increase of the control over the distributional channel. This rather defensive position of the managers raises questions regarding the future possibilities of developing the vertical distributional system, especially the integrated one. Because the problem of the lack of competition on a managerial level has major consequences for the general economic development we considered necessary to draw attention – within this work – upon this fact. We also considered underlining the importance of implementing certain programs meant to bring an increase in the competitive attitude amongst local mangers. Moreover, after adhering to the European Union, the Romanian companies need a competitive and offensive management. For instance, there could be carried out and distributed a series of software products in order for managers to acknowledge the importance of occupying a leading position within the distributional channel. In their turn, just like some games, they would simulate the development of the business starting with real situations of the company which could be directly taken over from the accounting program of the company. Also, the systems of distribution’s quality certifying could comprise aspects regarding the offensive/defensive position taken within the distributional channel.

Because a modern management of distribution also requires taking into account certain strategic alternatives, the questionnaire comprised a certain question, that in order to determine the extent to which the companies with a good distributional strategy foresaw a series of alternative strategies. The results were not satisfying this time either. Only 43.8% of those already having defined a distributional strategy claim to also have prepared a strategic alternative ready to react in case of eventual changes within the business field. If most of the researched enterprises have only taken into consideration the present situation of the market and they have only foreseen one strategic alternative it is very possible for them to be surprised in case of certain changes of the market they operate on and to find themselves frail from viewpoint of the power to react. This will make them lose ground in front of the competitive companies. Another aspect that was identified regards the fact that the strategic openness of the competitive companies - the period when the objectives are set - on the distributional activities is also limited to under one year for almost 80% of the interviewed individuals.

Trying to identify the reasons leading to such a situation it was noticed that they can be related to the unstable character of the romanian business field and the defective managerial education of many of the managers of Brasov. This makes it dificult for the managerial instruments to be used. The research also revealed that there is a direct relationship between the managerial behaviour characterized by the usage of the distributional strategies and the degreee of satisfaction regarding the manner in which the distribution is carried out within the company. That's to say, the companies using clear distributional strategies are generaly more pleased by the manner in which the distribution is carried out as compared to the ones which do not have a stable strategy. As far as the types of distributional strategies used are concerned, there has been noticed that a percentage of aproximately 10% of the interviewed companies use hybrid distributional systems. That means that they use simultaneously two or even three types of distributional channels. As far as the length of the channel is concerned, the mostly used type is the type of long channel Producer-Wholesaler-Retailer-Consumer, indicated by 54.5% of the total subjects. The research has also shown that for the managers within the researched area, as far as the establishing of the distributional channel is concerned, the most important aspect is related to the consumer's characteristics, followed by the characteristics of the product and of the company together with elements such as: the relative costs of the distribution, the potential of the market's increase, the potential of financing ant the logistic potential. We were surprised by the fact that the researched managers consider less important the aspect concerning the possibilities of cooperating with the pertners within the distributional channel. 

We found out that the satisfaction degree regarding the relationship with the partners within the distributional channel concentrates on the options "neither pleased nor unpleased" and that there is a direct bound between the length of the distributional channel and the degree to which the respondants declare themselves satisfied with the relationships with the partners within the distributional channel. That means that the managers declare themselves more unpleased with the partners within the distributional channel as the distributional channel gets shorter.

The responsabilities amongst the members of the distributional channel as far as the researched companies are concerned are established mainly through commercial contracts (76.6%), franchise contracts (12.6%), partnership agreements (4,7%), power displayed through the size and strength of the partner (6.8%). A percentage of 13.7% of the respondents declared that there are no clear and precise responsabilities established amongst the members of the distributional channel. As far as the possibilities of improving the distributional activity are concerned, more than 55% of the questioned individuals take into account the implementation of certain programs of improving the distributional activity for the comming year. These programs consist of: standardizing the operations, obtaining certificates for the management quality, training the personnel through stimulating programs, increasing the budget line for distribution, improving the auto-park, and also acquiring software products specific to the distributional activity.
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Abstract: The scope of this article is to discuss, with the scope of measuring customer perceived quality, the dynamics of formatting customer expectations in a continuously provided service –financial services-under two models for assessing cumulative learning in customer expectations. The first model is a classical Bayesian one, the second model is emanating from the philosophy of computational economics and it is actually a entirely new application of a recently algorithm introduced by Charemza (Charemza,2002), namely Repetitive Stochastic Guesstimation (RSG).
Our aim is to reconcile with dynamic models of customer satisfaction according to which perceived quality (or expected quality) is a single point- on the field of computational economics. In complex systems agents residing on one scale start producing behavior that lays one scale above them. The traditional assumption of postulating that empirical data have been generated from an underlying probability space in which rational agents reside and economic institutions are located has been questioned with increasing vigor by orthodox theorists. We track the problem of evolving customers, behavior and choices in a theory attempting to allow inexplicable emergence. Our research strategy to tackle this problem which is not fully understood is to cast it in the form of an optimization problem and show that RSG algorithm for its solution will produce a conceptual framework that is relevant for the original economic problem.

Keywords: Bayesian Updating, Computational Economics, Customer Expectations, Repetitive Stochastic Guesstimation             

1. INTRODUCTION 

The scope of this article is to discuss, with the scope of measuring customer perceived quality, the dynamics of customer relationships under two models for assessing cumulative learning in customer expectations. The first model is a Bayesian one, the second is emanating from the philosophy of computational economics and it is an entirely new application of the Repetitive Stochastic Guesstimation (RSG) algorithm introduced by Charemza in 2002, in the paper “Guesstimation” , Journal of Economic Forecasting. 
Under both these two models are challenged some rarely questioned platitudes in the practice regarding quality and customer satisfaction, like: 

“It is necessary to exceed customer expectations”

“ If a customer expects a bad level of quality and receives it , he/she will reduce his/her level of preference for the brand”

“Given two-equally priced options, the customer will choose the one with the higher expected quality”

“Management should always focus on its most loyal customers”

Common sense conclusions in the recent scientific literature is that these assertions are too simplistic and management must adopt a dynamically, complex view regarding updating customer expectations. Question is, are the managers supposed to look at a probabilistic calculus or they can be given an algorithm together with some instructions, in order to asses by themselves characteristics of their clients? In order to perform a comparison, the model of Bayesian updating expectations as presented in Rust &al [….] will be reviewed. 

2.   REVIEW OF THE BAYESIAN SCHEME FOR UPDATING EXPECTATIONS

2.1. Description and formulas
Basically, the customer has a prior distribution-exactly a normal one-regarding the average quality for the product or service. Let denote the customer’s prior distribution of the average quality X of a certain brand with 
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 reflecting the customer’s degree of uncertainty.

Perceived quality of a particular transaction (Y) is also considered to be modeled by a normal distribution. The density function representing the customers’ perceived quality of a transaction is denoted with
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), representing random variation arising from both variability of quality and errors in perception. From those two is deduced the a-posteriori distribution for the perceived quality of the transaction under study, as being the perception of an experienced customer-the first layer. Then a second transaction is considered, whose perceived quality is also normally distributed-of mean the so-called disconfirmation, empirically determined- and given unchanged initial customer expectations is derived the a-posteriori distribution for the perceived quality of the transaction. 

More specific, if some level of a quality, 
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. The posterior distribution of X is calculated as is normal with mean 
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These steps are re-iterated once again and the next conclusion arises: expectations and future predictions move in the direction of the perceived level of quality; variance is reduced as makes sense from having more experience.

The predictive density of the quality of the next transaction, 
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, reflecting the greater certainty created by experience.

2.2 Objections

Objections rose in this paper, attempting to model the dynamics of customer expectations, fall into two categories: major and minor. 

Major: clients are assumed to have an initial expectation which is only altered by confrontation with successive transactions. Thus, the effect of personal learning and evolution is entirely deduced as a result of the confrontation with a single brand. After exposing the client- with the same initial expectation all time-to several successive brands, corresponding expected utility are estimated and the one with the highest probability is selected. We rather think  that the client is exposed directly to several brands and his priors are affected by these, at the first stage, and after that, given an evolution to a superior understanding, clients’ priors are changing in shape, not only in parameters. It is true that rationality, in the sense of adaptive processes is not something that is expected to exist all the time in economy. Once some knowledge seeded in consumers minds the need for continual marginal learning and the effects of cumulative learning might be properly modeled by an approach like Rust’s. We argue that switching brands might be neither the result of an increase-in the sense of accumulation of the distinct variances nor the result of some maximization utility principle constantly done by the rational consumers

Minor: Allover, for the feasibility of calculus, normal distribution is assumed. This assumption is not only making the calculus easier, it also guarantees a final result of the same shape, with different parameters. Normal distribution, if metaphorically speaking, assumes that a certain conviction is coming from an infinite number of trials, identical and independent. Yet, if one has enough time to learn, why would like to stay on the same level eventually with another parameters and not change to a superior, next organization? On the other hand, if priors are coming in a certain form, they become convictions in relatively short time, assuming limited resources for learning.

In the same line, if for some customers prior information in terms of normal distribution can prove valuable, for some other persons this can be different. In a research situation this is just another way of stating that different customers may have different views. Also, it is possible that two customers working with the same model and prior information can arrive at different posterior beliefs if they base their prior information on different bodies of past data.

3.   REPETITIVE STOCHASTIC GUESSTIMATION ALGORITHM

In 2002 it was published in Journal of Forecasting a paper containing the description of a stochastic algorithm –Repetitive Stochastic Algorithm, authored by Professor Woitjeck Charemza, specialized in macroeconomics, finance and econometrics targeted for Eastern European countries. Unlike similar time series in well-developed countries, in countries like Poland, Romania, Bulgaria, Latvia macroeconomic time series were non-stationary and extremely short. Therefore, traditional econometric methods proved unsatisfactory. So he did the following: given a time series, a model (chosen to fit the evolution of the time series) whose coefficients need to be estimated, given some initial opinions about these coefficients’ values together with some intervals in which these are supposed to lie, you first evaluate the error (the difference between the model, with guessed coefficients and the available data). Then you start to generate uniformly inside the initial intervals some ‘potentially better’ coefficients. Two criterions are used to pick the next better coefficients: the overall error and the distance between the data and the model weighted with some learning function. (Don’t worry for now about this learning function!). Once better values are determined for the coefficients to be estimated, the intervals around them are narrowed and previous steps are reiterated. 
By   decreasing the intervals’ length, the stopping criterion is assured. What has been achieved so far regarding the mathematical convergence for this algorithm  is the next conclusion: depending on the particular problem in hand it is possible to refine the search inside the intervals, this is instead of uniformly generate, sample from a particular distribution, so that the convergence of the algorithm is achieved. 

Conclusion is that this algorithm together with some proofs for convergence can be assigned to the bounded rationality concept. This is due to the fact that ad infinitum is capable to find the correct solution and in short time is finding better solutions than initial ones.

4.   DESCRIPTION OF A SIMPLE EXPERIMENT AND RESULTS

101 students enrolled in a Master degree with the Academy of Economic Studies were asked to fill a questionnaire with no obligations. The questions were about performances of three insurance companies, A, B and C regarding life insurances and private pensions. Data regarding the net earnings from deposits done in the account of life insurance were generated from normal distribution, as follows: net earnings for company A were sampled from N (7%, 2%), company B came from N(8%, 4%) and company C ‘ earnings were sampled from N(6.5 %, 1.5 %) (in total, 10 observations).

At the beginning, three observations regarding performances in years -3,-2 and -1 were presented. Then students were asked to asses a probability of choice for each of the three companies. Then ‘the latest records’ regarding performance (year 0) were showed to the students and they were asked again to assign a choice probability to each of these three companies. Students were asked to imagine that they were bound to stick with the previous company for three next years, while observing neat earnings for all three companies. After observing the next three values for companies A, B and C they were asked to assign some percentage to their preferences regarding these three companies. Then they were said to imagine that they are free of contracts, they observe the performance of the companies in year 8 and asked to choose a percentage reflecting their stickiness with some company. Then another two observations were made available, respectively and students were asked to make a choice (yet also in terms of percentage, not necessarily exclusive).

Some possible results
(I): A5, B3, C1   (II) A2,B2, C2  (III)A2, B1, C4  (IV) A2,B1,C3  (V) A4,B5,C1

(I): A2, B3, C2   (II) A2,B2, C3  (III)A2, B4, C4  (IV) A2,B3,C4  (V) A2,B3,C3

(I): A5, B2, C2   (II) A2,B1, C4  (III)A1, B4, C3  (IV) A1,B2,C5  (V) A2,B3,C2

In contrast to  traditional analysis we do not have (at the beginning) preconceived beliefs regarding participants’ ability to guess ‘the best’ company, therefore the subjects are not counted and split into groups, rather their particular choice trajectories are separately analyzed. We are interested to what degree a person can make the difference among similar (in this particular case, normal) distributions with close means and different variances. We indicate a scheme for modeling this problem with RSG  and some numerical results.

Let’s look at the choices for the next subject:

(I): A5, B3, C1   (II) A2,B2, C2  (III)A2, B1, C4  (IV) A2,B1,C3  (V) A4,B5,C1

By looking at the first set, ((I): A5, B3, C1) the subject is made aware of the range of variation for the net earnings and feel the preferred mean. In this particular case, the preferred is company C, and we can assume that the initial mean 
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is say, the average of the values 3.3%, 6.1 %, 6.8%, this is 
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=5.4 % and the range of variation is [min (6.5, 5.8, 5, 9.1,5.8,11.5,3.3, 6.1,6.8) ; max(6.5, 5.8, 5, 9.1,5.8,11.5,3.3, 6.1,6.8)] which is for this example [3.3, 11.5]. In the second set ((II) A2,B2, C2  ) the subject has to adjust his mean according to disconfirmations. Since these are coming from different distributions, even if they look somehow similar, we rely on the choice probabilities (weights) indicated by the individual. This is: probability of choosing A is p1=0.75, probability of choosing B is p2=0.75 and probability of choosing C is p3=0.75.In order to ‘guess’ the subject’s a-posteriori mean after this disconfirmation we search for 
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The third stage is about re-thinking the choice, so we imagine the subject is re-adjusting his mean and try to estimate closer the spread around that.

The weights associated by this individual to the three companies are now 

p1=0.75, p2=1, p3=0.75. (Please note that this is not necessarily indicating a straight preference among the three companies.)

Therefore we search for 
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The forth stage is about choice, centered around the re-estimated preference, this is around 
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 and not around the previous choice mean, 
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.In this forth stage p1=0.72, p2=1, p3=0.5 One has to run the algorithm once again for determining 
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Preliminary results

Correspondent estimates for the parameters in equations (1) to (4) were estimated according to the sufficient conditions presented in Agapie (2008). Therefore the estimates are not dependent on the sample size. For the 
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 we did proceed to the next data generating process (DGP) : we sampled from the standard normal distribution 100 realizations and for each of these were obtained estimators for the parameters involved. The results deliver averages for these estimators, over the 100 Monte Carlo simulations and their unbiasdness and complete convergence is ensured as presented in Agapie (2008).

Therefore, averaged values are presented below. As one can see, in this paper were calibrated the successive objective functions for the RSG in order that results match the customers trajectories on three different situations.

(I): A5, B3, C1   (II) A2,B2, C2  (III)A2, B1, C4  (IV) A2,B1,C3  (V) A4,B5,C1                                                                                                                 p1=0.41, p2=0.18, p3=0.87

(I): A2, B3, C2   (II) A2,B2, C3  (III)A2, B4, C4  (IV) A2,B3,C4  (V) A2,B3,C3                                                                                      p1=0.68, p2=0.47, p3=0.29

(I): A5, B2, C2   (II) A2,B1, C4  (III)A1, B4, C3  (IV) A1,B2,C5  (V) A2,B3,C2                                                                              p1=0.69, p2=0.32, p3=0.87
A further goal is to run this choice of objective functions on the rest of data, classify in clusters similar results and analyze their composition, eventually from the classical points of views: gender, age, education, etc.

5.   CONCLUSIONS AND FURTHER RESEARCH DIRECTIONS

This paper is as attempt to show that in the particular framework of forming expectations, customers can be considered problem solvers. RSG is playing thus the role of an algorithmic agent in the context of bounded rationality for inferring and learning, and further research will be devoted to empirical analyzes of some behavioral experiments. The idea will be in the end to get rid from any reliance on probability considerations and move this kind of problem in the field of algorithmic complexity theory.
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Scaling E-business – an analysis of performance characteristics

Doru E. Tiliute, Eugenia Iancu

Stefan cel Mare University of Suceava, Romania

Abstract: The Internet is, perhaps, the most important invention of the 20th century; it changed our lives, the way we live, think and act. It influences all the segments of society and affects commerce and business paradigms equally. While new Web technologies arise, the e-business systems become more and more complicated and the stress they are exposed to increases with the growth of the Internet accessibility around the world. In these circumstances the e-business systems have to be more reliable, to provide the response expected by the customers even in overloading conditions. This behavior must be envisaged from the designing phase of the business system and it assumes the availability of necessary models and performance characteristics. This paper presents a possible approach of an e-business model and the main performance characteristics.
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1. INTRODUCTION

E-business is derived from terms such as e-mail or e-commerce and stands for “the business of buying and selling goods and services on the Internet, or a particular company which does this”[1] (http://dictionary.cambridge.org). However, this definition is not widely accepted because it is considered to be too restrictive and doesn’t cover all aspects of a computer-based business. According to another definition, which seems to be more accepted, e-business is the conduct of business on the Internet, not only buying and selling, but also servicing customers and collaborating with business partners. A good e-business implies more than being able to sell goods on the Internet, but also knowing how many goods you have sold, to whom and also forecasting what goods are they buying next? 

Such features, multiplied by thousands of requests from customers, can be provided only by complex e-business systems which must not be seen solely as powerful computers and sophisticated software. No matter how much computing power have the computers serving the e-business platforms, they sometimes get overwhelmed by the increased number of requests that usually leads to delays in satisfying customers’ demands or even to the interruption of some services [2] (Gonsalves, 2006). The interruption of e-business websites has negative consequences on the business itself; customers displeased with the quality of the electronic services don’t finalize the transaction and easily become “lost customers” if they encounter the same problem twice. Moreover, long term poor quality of services negatively affects the company reputation and may eliminate it from the business market. Around the year 2000 it was broadly accepted the eight-second rule (Story, 2002) [2’] according to which, the customers wait to load a webpage for no more than eight seconds before aborting it and clicking away. 
More recently, this rule, whose origin remains unclear to many, has became the four-second rule according to a research conducted by Akamai and quoted by many e-commerce systems providers. This creates more pressure on the e-business systems that have to offer high quality services for online customers. That’s why a good e-business system must be designed to be easily scalable in order to provide the response expected by clients. It is a good practice to evaluate periodically the capacity of the system, during the exploitation lifetime and to adjust it to the current workload.

2. The modeling necessity

An e-business system must be viewed as an ensemble of two subsystems working together: one subsystem is that of the busyness itself and the second one is that of the technology supporting the business. Any scientific approach of e-business has to start with a model allowing a qualitative and a quantitative analysis followed by the suitable actions in order to achieve the proposed objectives. Because e-business systems are very complex, it is clear that it is not possible to establish a universal model comprising all the aspects involved.  The solution is to find and use many models focused on different aspects of the same problem and then try to harmonize the conclusions of various analyses. 

1.1. The reference model

Following the idea stated above, there were elaborated many models of e-business, reflecting as many viewpoints (Singh 1998; Suttisak Jantavongso and Raymond Koon-Ying Li, 2000; van der Heijden, 1999) [3], [4], [5] but only the reference model in figure 1 (Menasce and Almeida, 2000) [5], provides a framework for the scalability analysis methods. 
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Figure 1. The reference model for e-business planning  (Source: Menasce and Almeida, 2000)

As we will show below, the scalability issue is closely linked to the quality of services provided by the e-business system. A capacity planning approach based on this reference model offers a way to determine scalability problems and to plan alternatives for scaling an e-business system. The reference model contains two layers that correspond to the two subsystems already mentioned: the upper one refers to the nature of the business and the processes providing the services offered by the electronic business web site. The lower layer focuses on the technological side and the way the customers interact with it.  In order to ensure the quantitative characterization of each layer, this model needs specific descriptors and metrics, some called external, which are visible to the management and customers and others called internal, which are visible especially to the IT specialists. As it can be seen in figure 1, the upper layer, which covers the nature of the business, is associated with the external metrics and descriptors that are useful for the evaluation of the business process performance. The internal metrics and descriptors are useful to characterize the website infrastructure by measuring the performance of applications and IT equipments. Each descriptor may be analyzed individually, but because of the space constrains we will present, for example, the patterns of customers’ behavior descriptors.

1.2 The customer behavior model

When a customer visits an e-commerce website he initiates a session. During the session he interacts with the website and the services provided in multiple ways. Some customers are loyal to the e-business website while others are occasional visitors. Some may finalize transactions and others may not, some are only interested in browsing catalogues while others may leave the website before accessing any resource. Each interaction has an impact on IT systems, on the revenue of the e-business and determines a pattern of the visit. The complexity of the pattern may vary, depending on the nature of the business, on the complexity of the website and the number of functions provided by it. There are two different model types that can describe the customer behavior: the first one, Customer Behavior Model Graph (CBMG) offers detailed information on how customers interact with a specific website interface. Thus, it is possible to predict future actions of customers when the layout changes and what object on the page should be pre-fetched in order to speed-up the navigation.  

  Figure 2 shows the states and transitions of the customer behavior model graph (CBMG) corresponding to a website that sells software. 
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Figure 2. Example of Customer Behavior Model Graph

In order to simplify it, we consider that the website only sells the latest version of its software product, and therefore, the search function of the previous version is no longer necessary. Each box represents a state (a function of the website) and each arrow represents a transition between two states or within the same state. Any transition has a probability to take place, probability that may be determined statistically by observing the behavior of a large number of customers (HTTP logs could be very useful in this respect).  Moreover, transitions probability represents the dynamic aspects of CBMG, so it is advisable to arrange them in a matrix of probabilities, P, in order to facilitate the analysis, Table 1.

Table 1. Matrix P of the CBGM from Figure 2

	
	e
	h
	b
	l
	r
	p
	d
	x

	Entry (e)
	0.0
	0.7
	0.3
	0.0
	0.0
	0.0
	0.0
	0.0

	Home (h)
	0.0
	0.0
	0.3
	0.4
	0.2
	0.0
	0.0
	0.1

	Browse (b)
	0.0
	0.6
	0.2
	0.0
	0.0
	0.0
	0.0
	0.2

	Login (l)
	0.0
	0.1
	0.0
	0.0
	0.0
	0.8
	0.0
	0.1

	Register (r)
	0.0
	0.3
	0.0
	0.6
	0.0
	0.0
	0.0
	0.1

	Pay (p)
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	1.0
	0.0

	Download (d)
	0.0
	0.2
	0.1
	0.0
	0.0
	0.0
	0.7
	0.0

	Exit (x)
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0


From CBMG derives the metrics which helps provide answers to the following questions: a) how many time is each function of the e-business website accessed? b) how frequently do the customers visiting the site buy the software? c) what is the number of function execution requested by customers at each visit? 

The second type of customer behavior model, which is less detailed as compared to the former type, is Customer Visit Model (CVM). It is session oriented and gives information on the number of visits for each state during a session. Table 2 is an example of CVM representation; each column is a vector of the session whose elements are the ratios of state visiting. Note that this model doesn’t give information on how many times the customers move from one estate to another.

Table 2. The Customer Visit Model

	
	Session 1
	Session 2
	Session 3

	Home (h)
	4
	3
	4

	Browse (b)
	1
	4
	5

	Login (l)
	1
	0
	1

	Register (r)
	0
	1
	1

	Pay (p)
	1
	0
	0

	Download (d)
	1
	0
	0


3. Quality of services and scalability

People perceive the differences when they visit different e-commerce websites: some are really neat, quick and easy to browse; others may experience problems such as slow response, unavailability of various functions, etc. The term that characterizes the website behavior is Quality of Service (QoS), borrowed from the computer network technology. QoS includes some elements such as reliability, security, capacity, scalability and costs. QoS should be permanently ensured, for any system load. Practically, this requirement is not met because of the excessive costs of equipment, so all e-business websites encounter at least one problem for a longer or shorter period of time. For example, figure 3 shows the frequency of security incidents by category (Robinson et al. 2006). It is clear that except for malicious attacks, hardware failures, software malfunctions and third party failures are the main sources of incidents.  

[image: image129.emf]
Figure 3. The rate of security incidents by causes

Performance, availability, security goals have to be set from the designing phase because they are closely linked to the design of applications. In this phase, random traffic increasing should be considered in order to ensure an adequate QoS. However, from many reasons as the business development, the number of customers’ request may increase for long time. Hence, the need for scalability of e-business systems. An e-business system is said to be scalable if it is able to provide adequate information services when the workload increases over the expected levels. System architecture, bandwidth and security policies are crucial for the website availability. From many possible architectures, N-tier or multi-tier ones have proven their efficiency in ensuring the scalability. N-tier architecture doesn’t necessarily refers to the physical architecture, but rather to the logical organization of application that consist in at least three logical layers that are separate. Each layer interacts with only the layer directly below or above, and has specific function that it is responsible for. Moreover, the N-tier architecture hides the internal functioning of each layer to the others, so it is possible to change the software of a layer without affecting the rest.

There is a fundamental contradiction between scalability and performance, especially speed: if applications are time critical, then the scalability and extendibility have to be sacrificed. If the scalability is more important, then the looses of performance must be accepted, because the scalability usually comes from scaling out and scaling out means communicating through a slower medium such as a LAN. Scalability needs to be ensured at each layer and there are two possibilities to scale the infrastructure: adding more servers (scaling out) or replacing the servers with more powerful ones (scaling up). The second solution avoids the bottleneck introduced by LAN communication but it has its own limitations resulting from the limited computing power of the server. On the other hand, common customers usually have narrower bandwidth, 3 to 10 Mbps, comparative to the LAN bandwidth which currently is 1Gbps, so in normal conditions the speed lowering perceived by customers is bearable. 
4. CONCLUSIONS


Building a competitive e-business is a complex task that requires more than simple knowledge about web design. In Romania e-commerce is in an incipient stage and there are extremely few companies that offer complete solutions for such purposes. This paper tried to emphasize the importance of e-business modeling, the role of scalability in providing high QoS and offers a base for a scientific approach. Some elements that contribute to QoS and the influence of scalability on performance characteristics are also discussed.
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THE IMPLICATIONS OF SERVICES MARKETING FOR CONSTRUCTION COMPANIES IN ROMANIA

Monica-Daniela TION

Politehnica University of Timisoara, Romania

Oana PREDA

Romanian-American University Bucharest, Romania

Abstract: The growing trend of this industry should be seen by those involved in it as a positive aspect but we need to remember a few issues that have to be confronted: the lack of skilled workers, financial distress generated by delayed payments, price increases for construction materials, etc. All these things make the industry participants aware of need to consider the elements specific to services marketing, which represent the focus of the present study.

Given the current context of the industry, developing a marketing strategy for the construction companies is needed in order to efficiently plan and manage medium and long term activities. The elements specific to services marketing can positively influence service quality and customer satisfaction.

Keywords: construction, development, investment, requirement

1.   INTRODUCTION 
The construction industry represents one of the most dynamic sectors of the Romanian economy. One of the major developments in the industry after 1990 was the tremendous growth of the private sector. The private sector’s share of the gross added value in the construction industry grew at a fast pace from 2% in 1990 to 51.6% in 1994 and reached approximately 95% in 2001. Romania owns the most dynamic construction market in Europe, the real estate field and the construction one being the most attractive segments for the foreign investors. In the last two years the Romanian construction segment increased almost 17-18%. The construction field is very important in the gross domestic product (GDP), it is almost 20%. In June 2008 the increase rate for the construction field reached below the average registered in the previous months. Nevertheless, Romania has one of the most high increase rhythms in constructions on the European level. The annual increase rhythm of the Romanian construction field tempered significantly in June than in the previous months. The increase rate was of 12,7%, a level which places Romania on the third place in the European Union, according to Eurostat, after Poland and Slovenia. According to the European statistics bureau, Romania registered in the last three months the most higher increase rhythms in the construction segment from the European Union: 32,5% in March, 30% in April and 31,5% in May.
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Figure 1 Weight evolution in construction field in GDP for 2006-2010
2.   MARKETING OF CONSTRUCTION SERVICES PARTICULARITIES
The construction field in Romania met an increase in the last years and this is because of the investments made in this domain. Thus, the number of firms with the construction activity is higher and higher on the national level. In what follows there comes a synthesis of the number of firms established on types of activities for the period between March-May 2008. One can notice the number of firms established monthly although it seems that the market reached maturation on those three main segments taken into consideration: building constructions; civil works; special construction projects.The marketing of services can be tackled differently depending on the services category, thus the construction services is differentiated due to their particularities by the following characteristics: Intangibility of the construction services; Participation of the performer in the service provided; The services are quite hard to be evaluated by the clients; The importance of the personnel involved; Construction services variability.
a) Intangibility of the construction services
Intangibility is one main characteristic of the construction services since it’s the main source of request-offer discrepancy, at least in the initial stage of the project. From this reason, it represents an important objective of the marketing efforts, found again within the strategic and tactic marketing components. To understand that services mean performance and not objects, would lead to the identification of some methods that would make them clearer or would clarify the performances that can be achieved. The marketing vision places an important role to all the elements that allow a service tangible. Thus, within the product policy one such a role plays: brand and symbols, physical facilities (buildings, exterior and interior improvements), the contact personnel, types of clients, etc. The communications about the service as a whole and through promotional activities include as a main objective the services tangible. It is more important that the promotional message itself to be easier understood. The use of metaphors or tangible physical symbols is frequent. On the main level, some construction companies registered a success by creating some tangible symbols that were easy to recognize and which they associated with the firm name and image. The price according to the level, psychological role, relation with the services, plays an important role in tangible.  

b) Participation of the performer in the service provided
The necessity to improve the productivity in the construction companies, and also in all companies that provide services, implies technological innovations in the distribution of services. If the client accepts the technology as a replace of the human effort, then any firm that provides services will reduce its substantial costs.  By construction companies that use new technologies, usually one can understand the use of new technologies and some new and very competitive or highly productive materials. When clients are actively involved in providing services, one needs a very good communication between the beneficiary and service provider. One approach recommended by the experts in advertising is to show that service while it is being provided, for example when a house is being built. The clients are preoccupied by certain risks associated with the use of services offered by construction firms. The risks are most of the times financially, or due to the inobservance of the deadline and also of psychological kind. The service providers have both legal and moral responsibilities to satisfy their clients. In order for the construction firms’ clients to gain their trust in the firms, the promotion methods chosen must highlight the success had in the previous works for other well-known and appreciated clients on the market in which they are developing their career. The advertising and free publicity can inform and let the clients know about the meeting of very well-know clients’ demands. The use of well prepared personnel is of a great help. Also, the inseparability can be translated by the impossibility of separating the services given by the service provider because the latter’s intervention towards the construction service is a major one.  

c) The services are quite hard to be evaluated by the clients;

Even though consumers understand just one type of construction service, they can have difficulties in understanding those specific processes that come along, as well as in distinguishing between one construction company and another, or the performance level that should expect from a certain constructor. Among the strategies that can be involved here are the providing of specific tangible elements which are closely related to the performance of the service provided; highlighting the quality of the equipments used and informing about the characteristics of its own personnel, such as the qualification, experience, employing, professionalism; the clients portfolio of the company they worked for can be of great help for this type of services. One other role for the advertising, which might help clients understand and evaluate the services in a better way, is the encouragement of positive comments of other clients who already appealed to the firm’s services and were pleased by their quality. The promotion of construction services by appealing to the oral transmission variant is a very credible medium in providing services. For sure one would have to take into account the reverse of the situation as well when an unsatisfied client could seriously affect the company’s image. 

d) The importance of the personnel involved;

The presence of the personnel implied, that provides the providing of construction services, brings a tangible and a more personal nuance to it. An advertisement, in which the company employees are shown while working, brings the fact these are well trained and that they would make a good job. This message is also shown to the company’s employees with the aim to show them what they are promised. The issue that arises here is to have a realistic message not to create false expectations from the clients’ behalf, which later would lead to disillusions and so to a number of unsatisfied clients. If in the leaflets and advertisements of the firm are presented the employees as handling very well the equipment and tools but in reality things are different, we would have just disappointed clients who would talk just about their deceptions with anybody who is willing to listen to them. Understanding the critical role which the construction company employees has, and most of all the personnel directly involved in satisfying the clients and in the consolidation their loyalty towards the construction company, many organizations develop campaigns of internal communications that aim at their own employees. Often there are programs used for stimulating the employees, which represent an integral part of the effort of internal marketing.  

e) Construction services variability
The construction services differ from one project to another. In other words, the service is unique; basically it can never be repeated identically because it depends on the project accomplished by the planner and the architect. And from this reason, the services cannot be fully standardized; there are only routine activities within each project. The characteristic has the advantage of the possibility to adapt the service to each client in as far as the service provider has such an adaptability degree. 

And this characteristic generates difficulties in developing the service provider-beneficiary relation, the differences from one service to another being negatively understood by the latter one. Most of them are related to the quality of services and are reflected in scientific concepts such as: the promised quality, the delivered quality, the perceived quality, the accepted quality.  The strategic strategies of the promotional activities within a construction firm must aim on one hand to attract clients, their fidelity, to change the requests and to enable purchasing services, and on the other hand to go on with the services promised, winning the consumers’ trust, to improve the cooperation between the departments with the aim to remove the situations that contribute to the differences that might arise between the promised service and the delivered effective one. Strategic alternatives are thus underlain so that they allow the attainment of the established strategic objectives and can be formulated based on the following criteria: offer, market structure, promotional mediums that can be used.  

3.  THE ISSUES WITH WHICH THE ROMANIAN CONSTRUCTION FIRMS ARE CONFRONTING AND FEW SOLUTIONS TO IT 

The present issues with which the Romanian construction firms are confronting: Financial blockage generated by delayed payments for works with state budget financing, local budget and from their own sources and national companies;The high volume of the non-cashed production is about 20% of the turnover value;Legislation defaults regarding the public auctions; The VAT payment issue when receiving the product and not when issuing the invoice, knowing that between the two moments there is an interval of almost 90 days; Black labour or illegal employment; Some aspects of the new Labour Code;The danger of the exaggerated increase of the cement price as a result of monopolist policy but also of the price of another construction materials, and from here the implications of this phenomenon towards the construction costs;The workforce shortage, especially for the qualified one and the majority of the Romanian workers who remained in Romania have a lower efficiency than those who left; Equipping the firms with old technologies which cannot compete with the foreign ones  and the non-specialization in various categories of projects; It is foreseen that starting with next year, the Romanian construction market might confront a material shortage, as a result of starting many infrastructure projects. 
Table 1 Unregistered requests of the prices used in the construction market

	1
	Increase of steel-concrete price
	140%-180%

	2
	Increase of cement price
	30%

	3
	Increase of the project final cost
	30%


Source: (PSC; INS 2008)
Solutions: Legislative amendments in order to improve the financial flow with the state budget;The Romanian construction firms should equip with modern technologies and equipments so that they become competitive in regard to the foreign companies and to specialize themselves on categories of works and projects;Legislation regulation when it comes to organizing public auctions;TVA reduction, which would allow the increase of the construction segment as well as the state budget cashing; Creating a training program on a long term for the youth in the field; Recruiting qualified workforce in Ukraine, Republic of Moldova, Bulgaria, Turkey, India, China;
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Figure 2 Net salary in construction (Ron)

Source: [National Institute of Statistic, 2008]
There is an index in this construction field, which according to it a well trained worker can build a square meter concrete wall in one hour (with all the activities that come with it). Still, in Romania the medium rhythm of constructing for a worker is of two hours and a half for a square meter. Basically, if we refer to efficiency a Romanian worker can be better paid than another one who is working abroad in the developed countries. This is because workers have a low efficiency; salaries cannot rise rapidly since the construction firms must remain competitive.

4. CONCLUSION

The construction business will continue to increase in the third trimester of 2008, over the level from the previous period. The managers of construction firms estimate the maintenance of a positive trend for the coming period, as far as the production volume concerns but also for the stock of contracts and orders. The most affected ones would be the firms specialized in civil construction where there is a decrease of requests and orders. Also, the rises in price will negatively influence the market increase this year and the effects will be seen during 2009. Still, it is hard to estimate a decrease percentage of the construction segment. The construction advance was determined by the existence of an important project number, by high number of orders or requests, by credit norms loosening and by the developers’ interest. The firms which offer construction services must continuously follow the evolution of this segment they belong to, so that they would get ready to tackle different market segments where there are orders and requests. But they must be careful because the smallest aspect they have to take into account is the beneficiaries’ specific (target market) because in this segment there are major differences between the types of beneficiaries (public and private sector), and they require different marketing policies.  
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PARTICULAR ASPECTS REGARDING QUALITY ENHANCEMENT: 

IMPLICATIONS FOR FAITH-BASED TRAVEL INDUSTRY
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Abstract: The aim of this paper is to identify the dimensions of service quality, the reasons for several quality problems and possible ways of enhancing tourism quality for a distinct segment of tourism market: religious tourism. In order to attain this goal, a number of literatures in the fields of services quality management, tourism process quality, religious tourism and religious needs in hospitality industry have been reviewed. A comprehensive cultural construct is presented to explain and forecast tourists’ behavior and quality judgments for this tourism niche. Tourism is no longer considered a luxury confined to economically developed countries; it has become an integral component of lifestyle and, thus, a global industry, with producers and consumers spread throughout the world. This paper outlines the special needs of the faith travelers and the complexity of the religious tourism services regarding quality perception and customer satisfaction. A discussion of the customer satisfaction as the leading criteria for determining the quality that is actually delivered to tourists through the product/service and by the accompanying servicing is presented. The involvement and interaction which tourists value highly, that directly impact on the overall perception of their tourism experience is a critical dimension for faith-based tourism, a niche sector which is developing into a major market industry.

Keywords: Customer satisfaction, Religious tourism, Service quality

1.   INTRODUCTION 
According to Pearce (1988), the future trends for tourism seem to suggest that travelers will be especially concerned with not just being “there”, but with participating, learning and experiencing the place they visit. Tourism is no longer considered a luxury confined to economically developed countries; it has become an integral component of lifestyle and, thus, a global industry, with producers and consumers spread throughout the world. The paradigm shift in tourism consumption throughout the world moves toward a culture, history and nature-seeking perspective (Kandampully, 2002). As tourists participate in the production and consumption of services they interact intimately with various aspects of the firm. This inside knowledge presents them with the opportunity to assess services critically, in particular the quality of service (Kandampully, 2002). Herein lies the challenge for tourism businesses in the future; competition in the tourism industry will be driven by intense preoccupation with the quality of service to enhance the overall tourism experience. The centre of any civilization is its culture and the core of culture is religion. More than any other factor, religion infuses a culture with a perception of reality in the broadest sense of the term and giving a deeper meaning to historical events, as well as to humanity’s place within history. Thus, two of the most powerful forces in the world today are Religion and Business. Each has within it the potential for construction and for destruction. A fortunate combination might be considered the religious tourism, a complex phenomenon with varied connections and implications.

2.  THE QUALITY-SATISFACTION CONCEPTS AND THEIR APPLICATION IN THE TOURISM INDUSTRY
Increasing competition in the tourism market impels individual tourism enterprises to focus on quality improvement as a source of competitive advantage. Although it is currently well accepted that service quality is crucial to the success of any service organization, there exists no uniformly accepted definition of service quality (Lewis and Michell, 1990). Defining quality in services is especially difficult given the intangible nature of the service offering. The critical time for service quality to be clearly understood is during the one-to-one interactions that occur between the consumer and the provider (Brown et al., 1991), the so-called”service encounter”. Parasuraman et al. (1985) define the quality perceived in a service to be a function of the gap between consumers' expectations of the service and their perception of the actual service delivered by the organization. In other words, customers assess service quality by comparing the service they “receive” with the service they “desire”).

Customer satisfaction is the leading criterion for determining the quality that is actually delivered to customers through the product/ service and by the accompanying servicing (Vavra, 1998).  Satisfaction is not a universal phenomenon and not everyone gets the same satisfaction out of the same hospitality experience. The reason is that customers have different needs, objectives and past experiences that influence their expectations. Customer satisfaction has also been conceptualized as the ‘outcome’ for the customer after exposure to the service product (Kozak, 2001). By comparison, quality refers to the service operation’s ‘output’, i.e., the attributes of the product that are primarily under the control of the operation (Schofield and Fallon, 2000). Unlike material products or pure services, most hospitality experiences are an amalgam of products and services. Therefore it is possible to say that satisfaction with a hospitality experience is a sum total of satisfactions with the individual elements or attributes of all the products and services that make up the experience. Thus, it is possible to say that satisfaction with a hospitality experience is a sum total of satisfactions with the individual elements or attributes of all the products and services that make up the experience.

3. THE RELIGIOUS TOURISM CONCEPT AND PARTICULARITIES 

Tourism has often been related to pilgrimages.  Most of the sociological and anthropological contributions in tourism studies assert the fact that pilgrimage is probably the first form of tourism (Cohen, 2002). In 1992, Smith develops a comparison between pilgrimage and tourism institutions to exemplify the fact that the second one evolved from the first one. Kaplan (1991) emphasizes the strong connection between the pilgrimages to sacred places in the past and the contemporary tourism.

Tourism has been defined as an activity dependent on three operative elements:  discretionary income, leisure time and social sanctions permissive of travel. Pilgrimage also requires these elements (Smith, 1989). The Turners have claimed that a tourist is half a pilgrim, if a pilgrim is half a tourist (Turner and Turner, 1978). Others such as Graburn (1989) links tourism to the pleasure periphery and describe tourism as a “sacred journey” in which the individual escapes from the secular everyday world to the land of play. Smith (1992) identifies tourism and pilgrimage as opposite end points on a continuum of travel. Although  the cultural religious heritage attract millions of people, the thumbs, the churches, the temples, the monasteries and other sacred places lead tourists with different reasons. Today many religious site managers and their sponsoring churches or faiths have realized that these visitors can be capitalized upon to meet economic needs. While religious-oriented travel has been around since the first pilgrimages, in recent years it has developed into a much larger and more segmented market, with niches ranging from high-end religious travel to volunteer-oriented religious travel to help needy people in developing nations and to modern-day pilgrimages.

4.   TODAY’S RELIGIOUS TOURISM MARKET OVERVIEW AND QUALITY DIMENSIONS

Tourism based on religion or spirituality is of immense importance in many parts of the World. Tens of millions of people travel each year throughout the world in search of encounters with deity or for personal spiritual enlightenment by visiting places that are venerated as holy and divine. They are several aspects that characterize the religious tourism phenomenon. Tourists are becoming more sophisticated in their demands for travel and are willing to pay more for their experiences and modem conveniences. Nearly all communities throughout the world desire to grow tourism as an economic boom; communities around sacred sites are no less in need of jobs, tax revenue, and public services, and they, too, desire to benefit from the tourism industry. Religious organizations and their associated shrines or holy spaces cannot operation in seclusion from each other; communities need the money generated by religious tourism, and religious organizations need the support of the community. These and other economic realities have led religious organizations, site managers, and community members to begin offering services to meet the needs of tourists, both religious and otherwise. In order to completely satisfy religious tourist’s needs, accommodation, refreshments, drink and food are not uncommon these days at religious heritage sites, and in fact, many of them offer restaurants and coffee shops. In the Vatican City, visitors can eat full meals in a cafeteria and purchase refreshments in a few different places. The figure bellow (Figure1) summarizes the connections between religious tourism phenomenon and the quality- satisfaction connection involved. 
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Figure 1. The basic dimensions of quality-satisfaction concepts concerning religious tourism

These are an important part of the economic livelihood at most religious places. Many places have found success in renting out audio tours, by selling brochures and booklets, and by hiring out guiding services. Residents of Mecca, Saudi Arabia, earn huge sums of money each year, as many modem-day Muslim pilgrims hire guides to drive them through the rituals associated the hajj. Just like all tourists, religious tourists needs include accommodation. These typically range from tents, to small guest houses to large-scale luxury resorts. Hajj pilgrims in Mecca and Medina can rent space in a tent, although many of the more influent tourists are now staying in luxury hotels with spas and golf courses. Many of these services are provided onsite by the churches, monasteries and religious organizations that oversee the holy places in order to fulfill tourist’s specific expectations.Tour operators and religious-oriented travel agents are realizing religious travelers do not necessarily neglect all the facilities that tourism industry might offer. In the most notable example of high-end faith travel, this year, the ultra-luxury operator TCS Expeditions offered a $45,000 tour around the world called Great Faiths. Other religious travelers, including church groups, have recognized that spiritual healing fits naturally with physical healing, or with active pursuits like skiing or hiking. Recognizing this, luxury spas in countries like India have begun offering Buddhism-related packages for travelers coming for more prosaic services.
5.   CAVEATS AND ETHICAL ISSUES RAISED THROUGH QUALITY ENHANCEMENT IN FAITH-BASED TRAVEL INDUSTRY
How can tourist agents work professionally with items regarded as holy for people who don’t want to see them over commercialized and abused by people without understanding of their expression of faith? A possible solution is building trust between civil authorities responsible for tourism and heritage, the church authorities and the agents. This is tourism that must stand for a new ethical dimension. It is a huge challenge, but also an encouragement for a better and new travel product that may meet many of the requests from religious travelers. Despite the potential value of introducing various types of income-earning enterprises in order to satisfy customers’ needs, it is essential that site managers keep their goal of spiritual growth and religious support as their main priority. This is the biggest inconvenient that religious tourists are afraid of. They consider there is a real danger for the sacred places of becoming too commercialized and the real purpose of a spiritual place becomes overshadowed by economic aspects. Likewise, it is prudent for managers to remember not to sell items, design displays and buildings, and promote their product in such a way that the means used to maintain what is sacred do not cause them to become profane. In other words, a delicate balance is needed.

6.   CONCLUSIONS
The spirituality is becoming an important motive for travel and many destinations are promoted in connection with spiritual motivations. Tourists' expectations of specific levels of service quality in tourism partly stem from their own culture, beliefs and experiences, which can predispose them to interpret factors influencing tourism destination choice and religious touristic experience from a distinctive perspective Religious tourism stands for respect of local beliefs and traditions, as well as care for the environment. It stands for high standards and morality. It is a different approach to life and society a kind of travel who encourages understanding and dialogue between different churches, faith communities and religions, different nations and civilizations, and may promote peace and bridge building. Quality of service has become a factor important in the overall tourism experience. For religious tourism, quality assumes some essential specific elements which ultimately dictate the success of the tourism business and religious tourist’s satisfaction.
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IS THERE A MACROECONOMIC IMPACT ON THE PROFITABILITY OF THE COMPANY? CASE-STUDY ON THE COMPANIES LISTED ON THE BUCHAREST STOCK EXCHANGE
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Abstract: This paper aims at identifying a potential impact of the macroeconomic environment on the profitability of the companies listed on the Bucharest Stock Exchange. This research derives from the most recent literature on the macroeconomic determination of the capital structure of companies located into emerging countries. Indeed, as for these corporations, there has been agreed on the risk transfer between sovereign and corporate spreads, but every emerging country incurs a particular approach and generalization tends to decay. Therefore, the research focuses on highlighting out the macro determination of the corporate profitability; there will be developed a complex perspective, following up the mixture between idiosyncratic and systemic approach.

Keywords: default risk, idiosyncratic, macroeconomic impact, profitability

INTRODUCTION

Global economy triggered corporate sector internalization. Companies became more and more integrated into a borderless world, designing and implementing strategies in order to reduce costs through economy of scale and outsourcing. Meanwhile, corporations are more and more exposed to desequilibrums originating from the international environment. Macroeconomic volatility impacts them more consistently, especially from the perspective of their creditworthiness and profitability. Economic cycle is closely related to corporate profitability. During boom periods, profitability potential increases while recession brings it down. An economic downturn  triggers the probability to not be able to generate enough cash-flow in order to cover the financial obligations. During the last decade, analysts agreed on the fact that corporate default does not imply only an idiosyncratic side, but also a systemic one, resulting from the correlation of the company with the macroeconomic environment. This paper aims at highlighting out the impact of the macroeconomic environment on the profitability of the companies listed on the Bucharest Stock Exchange, broken down by sector. There have been selected three variables closely linked to the macroeconomic volatility – current account deficit, economic growth, exchange rate fluctuation- that have been integrated into an OLS regression grouping also  indicators reflecting the financial soundness of the company.  The conclusions regarding the potential impact of the macro side on the profitability tend to differ according to the corporate sector, some being more impacted than the others. This research is divided as follows: section two includes a literature review and section three is dedicated to the case-study and to the conclusions. 

SECTION 2

Recently there has been developed a consistent literature on the macro determination of the corporate default (see Mc Neil, Frey and Embrachts, 2005). Links between micro  and macro variables closely related to corporate default have been pointed out. Alves (2005) and Shahnazarian and Asberg-Sommer (2007) found cointegration relationships between the macro and Moody s KMV expected default frequency (EDF) variables. Short term interests, GDP and inflation are closely linked to EDF. Similar approaches have been developed by Aspachs, Goodhart, Tsomocos and Zicchino (2006) as well as by Pesaran, Schuermann and Weiner (2006). These perspectives subscribe to an impact derived from the macro environment to the corporate segment, while Pesaran, Schuermann and Weiner (2006) revealed that this relationship can be modeled also under the form of an impact deriving from the corporate to the macro side. They found out that corporate default probability as well as equity values impact GDP variables. Castren et al. (2007) included domestic output, inflation, nominal interest rate and real exchange rate as endogenous variables into a VAR model while aggregated default frequency and foreign macro variables were incorporated as exogenous variables.  They concluded that default frequency and macro indicators have a similar trend. This paper follows up the rationale of Jacobson et al. (2005) who conceived macro variables as corporate default regressors using the logit methodology. What it differentiates this approach is precisely the fact that there will be developed  an OLS regression at the level of the corporate profitability which is conceived as the key element of the corporate financial soundness. There have been selected three variables closely linked to the macroeconomic volatility – current account deficit, economic growth, exchange rate fluctuation- that have been integrated into an OLS regression grouping also  indicators reflecting the financial soundness of the company.  The research aims at revealing to what extent profitability is triggered by variables at the firm level and by variables related to the macro environment. The conclusions regarding the potential impact of the macro side on the profitability tend to differ according to the corporate sector, some being more impacted than the others.

SECTION 3

In order to reveal the macroeconomic impact on corporate profitability, there has been performed a regression integrating profitability reflected into the net margin as endogenous variable and a series of financial ratios related to liquidity, size and solvency as exogenous variables. Regressors included also macroeconomic variables – current account deficit, exchange rate volatility and real economic growth.

Table no.1 – Statistic output of the regression integrating both firm related and macro variables

	Industry
	 
	Indicators
	Coefficient
	T-statistic and
	p-value
	R-squared
	Adjusted

	
	
	
	
	associated
	
	
	R-squared

	
	
	
	
	standard error
	
	
	

	finished goods producers
	liquidity and asset management
	current
	-3.553
	0.8402
	0,008
	0.767097
	0.638069

	
	indicators
	assets
	
	(0.06)
	
	
	

	
	 
	turnover
	
	 
	
	
	

	 
	 
	current
	3.553
	0.4071
	0,005
	 
	 

	
	
	liquidity
	
	(0.04)
	
	
	

	 
	solvency and
	Debt
	-0,06
	0,571
	0,007
	 
	 

	
	indebtedness
	to EBITDA
	
	-0,0109
	
	
	

	
	indicators
	 
	
	 
	
	
	

	 
	 
	Debt to
	0,077
	0,35
	0,006
	 
	 

	
	
	Total Assets
	
	-0,02
	
	
	

	 
	 
	Debt service ratio
	0,33
	0,236
	0,007
	 
	 

	
	
	
	
	-0,008
	
	
	

	 
	 
	FFO
	3,61
	0,6064
	0,008
	 
	 

	
	
	to Debt
	
	-0,006
	
	
	

	 
	size indicator
	logsales
	1,48
	0,108
	0,009
	 
	 

	
	
	
	
	-0,013
	
	
	

	 
	liquidity and asset management
	current
	26,48
	21,3
	0,002
	 
	 

	chemicals
	indicators
	assets
	
	-1,24
	
	
	

	 
	 
	turnover
	
	 
	
	
	

	 
	 
	current
	-90,6478
	465,718
	0,008
	 
	 

	
	
	liquidity
	
	(-0,1947)
	
	
	

	 
	solvency and
	Debt
	-0.322825
	0.303902
	0.032
	 
	 

	
	indebtedness
	to EBITDA
	
	(-1.062)
	
	
	

	
	indicators
	 
	
	 
	
	
	

	 
	 
	Debt to
	-1.202.946
	8.175.815
	0.018
	 
	 

	
	
	Total Assets
	
	(-1.473)
	
	
	

	 
	 
	Debt service ratio
	-6.118.261
	7.003.182
	0.0413
	 
	 

	
	
	
	
	(0.873640)
	
	
	

	 
	 
	FFO
	-3.209.713
	3.676.670
	0.0416
	 
	 

	
	
	to Debt
	
	(-872995)
	
	
	

	 
	size indicators
	logsales
	2.904.822
	1.330.631
	0.044
	 
	 

	
	
	
	
	-2.183.042
	
	
	

	 
	macro
	Current account
	0.006150
	0.001344
	0.0446
	 
	 

	
	Related
	deficit
	
	(0.4575902)
	
	
	

	
	variables
	 
	
	 
	
	
	

	 
	 
	Exchange
	0.879767
	2.344.224
	0.7435
	 
	 

	
	
	rate volatility
	
	(0.375291)
	(0.0073)
	
	

	 
	 
	Real
	0.760596
	1.024.974
	0.0354
	0.806623
	0.71297

	
	
	economic
	
	(-0.7420)
	
	
	

	
	
	growth
	
	  
	
	
	

	energetics
	liquidity and asset management
	current
	-1.490.746
	1.881.753
	0.0464
	0.77458
	0.72345

	
	indicators
	assets
	
	(-0.7922)
	
	
	

	
	 
	turnover
	
	 
	
	
	

	 
	 
	current
	0.016158
	0.038759
	0.004168
	 
	 

	
	
	liquidity
	
	(0.004168)
	
	
	

	 
	solvency and
	Debt
	-0.000307
	0.000275
	0.03154
	 
	 

	
	indebtedness
	to EBITDA
	
	(-1.1153)
	
	
	

	
	indicators
	 
	
	 
	
	
	

	 
	 
	Debt to
	-0.214905
	0.124874
	0.01459
	 
	 

	
	
	Total Assets
	
	(-1.7202)
	
	
	

	 
	 
	Debt service ratio
	0.234120
	1.321.903
	0.0243
	 
	 

	
	
	
	
	(0.177108) 
	
	
	

	 
	 
	FFO
	0.009080
	1.162.735
	0.0297
	 
	 

	
	
	to Debt
	
	(0.007809)
	
	
	

	 
	size indicator
	logsales
	0.000391
	0.616623
	0.05645
	 
	 

	
	
	
	
	(0.000633)
	
	
	

	 
	macro
	Current account
	1.643.851
	0.501164
	0.00817
	0.87231
	0.7956

	
	Related
	deficit
	
	(-3.280)
	
	
	

	
	variables
	 
	
	 
	
	
	

	 
	 
	Exchange
	0.876774
	0.258170
	(-3.3961)
	 
	 

	
	
	rate volatility
	
	(-3.3961)
	0.00768
	
	

	 
	 
	Real
	0.039107
	0.010669
	0.00670
	 
	 

	
	
	economic
	
	(-3.6653)
	
	
	

	
	
	growth
	
	 
	
	
	

	fertilizers
	liquidity and asset management
	current
	7.430.916
	1.303.398
	0.04701
	0.64701
	0.59432

	
	indicators
	assets
	
	(0.570119)
	
	
	

	
	 
	turnover
	
	 
	
	
	

	 
	 
	current
	-2.351.600
	2.235.679
	0.04839
	 
	 

	
	
	liquidity
	
	(-1.051850)
	
	
	

	 
	solvency and
	Debt
	0.000898
	1.126.925
	0.04621
	 
	 

	
	indebtedness
	to EBITDA
	
	(0.000797)
	
	
	

	
	indicators
	 
	
	 
	
	
	

	 
	 
	Debt to
	-0.423763
	0.539513
	0.04761
	 
	 

	
	
	Total Assets
	
	(-0.785456)
	
	
	

	 
	 
	Debt service ratio
	0.017591
	0.812734
	0.05655
	 
	 

	
	
	
	
	(0.021644)
	
	
	

	 
	 
	LTD to equity
	0.002415
	0.121980
	0.0227
	 
	 

	
	
	
	
	(0.019801)
	
	
	

	 
	size indicator
	logsales
	-2.422.621
	3.928.289
	0.0482
	 
	 

	
	
	
	
	(-0.616712)
	
	
	

	 
	macro related
	Current account
	-0.022339
	0.016869
	0.04117
	0.7123
	0.7067

	
	variables
	deficit
	
	(-1.324308)
	
	
	

	 
	 
	Exchange
	Unsignificant
	 
	 
	 
	 

	
	
	rate volatility
	statistic output
	
	
	
	

	 
	 
	Real
	1.521.871
	1.171.911
	0.04178
	 
	 

	
	
	economic
	
	-1.298.623
	
	
	

	
	
	growth
	
	  
	
	
	

	materials
	liquidity and asset management
	current
	0.016579
	6.763.591
	0.04981
	0.564
	0.5323

	
	indicators
	assets
	
	(0.002451)
	
	
	

	
	 
	turnover
	
	 
	
	
	

	 
	 
	current
	-4.510.994
	2.587.582
	0.03659
	 
	 

	
	
	liquidity
	
	(-0.174332)
	
	
	

	 
	solvency and
	Debt
	-0.000501
	0.002364
	0.0374
	 
	 

	
	indebtedness
	to EBITDA
	
	(-0.211985)
	
	
	

	
	indicators
	 
	
	 
	
	
	

	 
	 
	Debt to
	-0.141689
	0.350452
	0.0 366
	 
	 

	
	
	Total Assets
	
	(-0.404304)
	
	
	

	 
	 
	Debt service ratio
	-0.088327
	0.189450
	0.03535
	 
	 

	
	
	
	
	(-0.466228)
	
	
	

	 
	 
	FFO
	0.018331
	1.582.057
	0.01523
	 
	 

	
	
	to Debt
	
	(0.011587)
	
	
	

	 
	size indicator
	logsales
	apr.66
	03.mar
	0.0317
	 
	 

	
	
	
	
	(0.153682)
	
	
	

	 
	macro
	current account
	-0.007373
	0.006641
	0.02991
	0.77454
	0.67454

	
	related
	deficit
	
	(-1.110239
	
	
	

	
	variables
	 
	
	 
	
	
	

	 
	 
	Exchange
	0.559198
	0.926404
	0.05628
	 
	 

	
	
	rate volatility
	
	(0.603622)
	
	
	

	 
	 
	Real
	0.241970
	0.599233
	0.03656
	 
	 

	
	
	economic
	
	(0.403800)
	
	
	

	
	
	growth 
	
	 
	
	
	

	pharmaceuticals
	liquidity and asset management
	current
	2.504.699
	8.384.082
	0.0205
	0.7205
	0.7037

	
	indicators
	assets
	
	(2.987446
	
	
	

	
	 
	turnover
	
	 
	
	
	

	 
	 
	current
	-0.012241
	0.009220
	0.04110
	 
	 

	
	
	liquidity
	
	(-1.327647) 
	
	
	

	 
	solvency and
	Debt
	0.048321
	1.822.146
	0.03195
	 
	 

	
	indebtedness
	to EBITDA
	
	(0.026519)
	
	
	

	
	indicators
	 
	
	 
	
	
	

	 
	 
	Debt to
	-1.365.747
	0.500134
	0.0235
	 
	 

	
	
	Total Assets
	
	(-2.730764)
	
	
	

	 
	 
	Debt service ratio
	0.059265
	0.339126
	0.019
	 
	 

	
	
	
	
	(0.174757)
	
	
	

	 
	 
	FFO
	-0.006187
	0.003731
	0.0455
	 
	 

	
	
	to Debt
	
	(-1.658276)
	
	
	

	 
	size indicator
	logsales
	Unsignificant
	 
	 
	 
	 

	
	
	
	statistic output
	
	
	
	

	 
	macro
	Current account
	-0.318399
	0.068292
	0.01345
	0.7743
	0.7534

	
	Related
	deficit
	
	(-4.662325)
	
	
	

	
	variables
	 
	
	 
	
	
	

	 
	 
	Real
	0.000416
	0.529137
	0.529137
	0.0256
	 

	
	
	economic
	
	(0.000786)
	
	
	

	
	
	growth
	
	
	
	
	

	 
	 
	Exchange
	-0.59198
	0.754404
	0.03628
	 
	 

	
	
	rate volatility
	
	(0.603622)
	
	
	


Database integrated financial information related to the companies listed on the Bucharest Stock Exchange, broken down by sector. The industries analysis focused on were represented by materials, finished goods producers, fertilizer producers, energy and pharmaceuticals. The period financial information was related to was represented by the interval 1997-2007. In a first stage, regression included only firms related variables, linked to the idiosyncratic side of the corporate profitability.  Secondly, regression was enlarged by the macro related indicators. The key element originates from the way statistic output evolved from one regression to another, especially from the perspective of the macro indicators impact. 

Statistic output points out that profitability is impacted to a high extent by solvency, liquidity and size indicators. Material and chemical industry profitability is correlated negatively with liquidity while the other industries seem to be positively correlated. This conclusion is quite interesting. A good liquidity indicator impacts in a positive way profitability. Profit creates good opportunities in order to bring liquidity into the company , but it does not necessarily imply liquidities in the realistic sense which is in line with  the case of  material and chemical industries. Size is correlated positively with profitability while solvency and indebtedness indicators are correlated in most of the cases  negatively. Enlarging the regressions by the macro variables creates a clear opportunity for the R-squared and adjusted R-squared to increase. In all the cases, R-squared and Adjusted R-squared increase at least by 10%. The most significant change is recorded in the case of the pharmaceutical industry (R-squared increases from 0.55 to 0.78). Profitability is highly impacted by the macroeconomic indicators at the level of 4 out of the 5 industries. The only industry which is not impacted by macro environment is represented by the finished goods industry. Its profitability is impacted only at the firm level.Current account deficit impacts negatively profitability at the level of the material, fertilizers producers and pharmaceutical industries while chemical and energetics  industries are impacted positevely.  This impact is explained by the correlation of the industry with the final consumption. Energetics and chemicals are strongly linked to the usual consumption supported by a high current account deficit while the other industries are not linked to the same extent. Pharmaceuticals and materials do not imply goods related to usual consumption which has been recently reflected into a growing current account deficit.  Real economic growth impacts in a positive manner the profitability at the level of all  the industries, confirming the assumption that a prosperous macro environment creates incentives to corporate profitability. Exchange rate volatility has a negative impact on the evolution of the corporate profitability only in the case of the pharmaceutical industry. This finding is in line with the assumption that pharmaceuticals concentrate its activity mainly on imports which implies a high sensitivity to exchange rate fluctuations. Overall, macro related variables determine to a high extent corporate profitability. In order to provide an accurate assessment of the corporate profitability, it is necessary for the analysts to consider also the macro environment the company activates in. The conclusions of this paper must be interpreted within the context of the limitations imposed by the database dimension. Future research will keen on integrating into the research other macro related indicators.  
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FINANCIAL-ACCOUNTING REASONING BEHIND THE EFFECT OF THE OPERATIONS OF INCREASING THE CAPITAL FOR THE STOCK-OWNED COMPANIES

 Adrian TRIFAN, Silvia SUMEDREA

Transilvania University of Brasov, Romania

Abstract: Capital increase is imposed by a series of shareholders’ needs such as: assuring the resources necessary for development, increasing the business entity’s economic potential, enhancing their credibility within the relationship with others, improving the financial situation. The decision of increasing the capital for a stock-owned company is made by the General Meeting of Shareholders with a simple majority, unanimously or with a certain per cent of majority. The purpose of this paper is the identification of the types of operations of increasing the capital and the analysis of the modifications made, by these, within the structure of the shareholding.

Keywords: capital, shareholding, shares

Capital is a term with a broad meaning, which, from the point of view of accounting represents the totality of the entity’s available financing sources with a constant character. As a rule, these sources, reunited under the name of capital, require financing the entity for more than a year. The capital represents the owners’ contribution to the entity’s founding. For mutual companies the capital is divided in social parts which are given to the associates as owners. For stock-owned companies, joint-stock companies the capital is divided in equal parts, called shares. The capital is the object of the modification of value by adapting this to the real situation of the entity, either increasing or decreasing it. The capital can be increased by: new cash or in-kind contributions, as well as the capital taken over as a result of the operations of reorganization, observing the legal provisions; profit account realized in the preceding financial exercises, used as a source of increasing the capital; reserves for increasing the capital, according to law; share premium account, incorporated in the capital. The increase of the capital with new contributions, in cash or in kind, can be made either by issuing new shares, or by increasing the nominal value of the already existing shares. According to the legal provisions, the surplus from revaluation could have been included in the reserves and thus used for the increase of the capital. Next, we will present and analyze the effects of the operations of increasing the capital on an entity’s shareholding by giving a hypothetical example. Thus, according to the balance sheet, an entity presents on 31.12.N a capital of 200.000 m.u. divided in 20.000 shares with a nominal value of 10 m.u. each, in structure allotted as follows:
Table no. 1. Structure of the capital

	Shareholders
	Number of shares
	Capital

- m.u. -
	Percentage of total capital

	X
	12.000
	120.000
	60%

	Y
	2.000
	20.000
	10%

	Z
	6.000
	60.000
	30%

	Total
	20.000
	200.000
	100%


The entity has in its accounting a record of the differences given by a reevaluation of an asset of 25.000 m.u. On 28.02.N+1 the Z shareholder asked the General Meeting of Shareholders to increase the capital with 15.000 m.u., representing the equivalent of an owned vehicle. As a result, it is decided to analyze the ways of increasing the capital. It is required a more accurate and real study of the operations generated by the increase of the capital; the structure of the shareholding has to be reestablished after those operations. We want to mention the fact that, when elaborating the study we took into account the two ways of increasing the capital with new contributions, presented above, i.e. issuing new shares or increasing the nominal value of the already existing shares.

The study led to the following:

A. Increasing the capital with differences from the reevaluation of the assets by issuing new shares given to the old shareholders, followed by the increase of the capital with the equivalent of the vehicle

After incorporating the differences from the reevaluation of the assets:

- total of shares                                  20.000 + (25.000 : 10) = 22.500 shares

- the resulted  capital                                  200.000 + 25.000 = 225.000 m.u.

The new issued shares are given to the old shareholders, freely, according to the percentage owned before the increase of the capital.
Table no. 2. Situation of shares owned after the increase of the capital

	Shareholders
	Number of initial shares
	Number of received shares
	Number of owned shares

	X
	12.000
	1.500
	13.500

	Y
	2.000
	250
	2.250

	Z
	6.000
	750
	6.750

	Total
	20.000
	2.500
	22.500


Following this issue, the structure of the shareholding is the one presented in table no. 3.

Table no. 3. Structure of shareholding

	Shareholders
	Number of shares
	capital

- m.u. -
	Percentage of total capital

	X
	13.500
	135.000
	60%

	Y
	2.250
	22.500
	10%

	Z
	6.750
	67.500
	30%

	Total
	22.500
	225.000
	100%


Subsequently, the capital is increased issuing 1.500 new shares (15.000 : 10), representing the equivalence of the vehicle brought as a new contribution by the Z shareholder. Thus, he will own a number of 8.250 shares (6.750 + 1.500). Following this new issue, the structure of the shareholding is represented as follows:

Table no. 4. Structure of shareholding

	Shareholders
	Number of shares
	Capital

- m.u. -
	Percentage of total capital

	X
	13.500
	135.000
	56,25%

	Y
	2.250
	22.500
	9,37%

	Z
	8.250
	82.500
	34,38%

	Total
	24.000
	240.000
	100%


B. Increasing the capital with differences from the reevaluation of the assets (by increasing the nominal value of the shares), followed by an increase of the capital with the equivalent of the vehicle

After incorporating the differences from the reevaluation of the assets:

- the resulted capital                                   200.000 + 25.000 = 225.000 m.u.

- the accounting mathematical value of a new share 225.000 : 20.000 = 11,25 m.u.

Following these operations, the structure of the shareholding is as follows:

Table no. 5. Structure of shareholding

	Shareholders
	Number of shares
	Capital

- m.u. -
	Percentage of total capital

	X
	12.000
	135.000
	60%

	Y
	2.000
	22.500
	10%

	Z
	6.000
	67.500
	30%

	Total
	20.000
	225.000
	100%


Afterward, the increase of the capital by issuing new shares, representing the equivalence of the vehicle brought as a new contribution by the Z shareholder. Thus he will own a number of 7.333 shares (6.000 + 1.333). Following this new issue, the structure of the shareholding is presented as follows:

Table no. 6. Structure of shareholding

	Shareholders
	Number of shares
	Capital

- m.u. -
	Percentage of total capital

	X
	12.000
	135.000
	56,25%

	Y
	2.000
	22.500
	9,37%

	Z
	7.333
	82.500
	34,38%

	Total
	21.333
	240.000
	100%


C. Increasing the capital with the value of the vehicle only

The increase of the capital is realized by issuing new shares representing the equivalence of the vehicle brought as a new contribution by the Z shareholder. Thus he will have a number of 7.500 shares (6.000 + 1.500).

Following this new issue, the structure of the shareholding is:

Table no. 7. Structure of shareholding

	Shareholders
	Number of shares
	capital

- m.u. -
	Percentage of total capital

	X
	12.000
	120.000
	55,81%

	Y
	2.000
	20.000
	9,30%

	Z
	7.500
	75.000
	34,89%

	Total
	21.500
	215.000
	100%


The analysis clearly emphasizes the advantages of the second way of increasing the capital. In conclusion, it is recommended to increase the capital with the differences from the reevaluation of the assets, increasing the nominal value of the shares, followed by an increase of the capital by issuing new shares, representing the equivalence of the vehicle brought as a new contribution by the Z shareholder.
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Abstract: Against a background of emerged recessions, increasing demands for various and quality public services, as well public’s reserve to pay higher taxes, the concern for the way the public resources have been achieved and used is one of a great interest for many users. To the public’s request, the government is compelled to exercise a greater control on the way the public money is spent and to supply services taking into account the economy, efficiency and effectiveness characteristics. The internal audit gets a major role. The internal audit, a function of the public sector entity, ensures the degree of control on the operations; it guides the entity to improve its operations and contributes to plusvalue addition. Thus, the internal audit is the integrant part of an efficient management. 

Our research explains the concept of public internal audit, identifies the typology and characteristics of the public sector entities, and related to these, the characteristics of the internal audit applications. 

This study is based on a synthesis of the materials published by national and international standards, by professional bodies, papers proposed for debates upon this theme and also materials from the public sector entities. The undertaken constructive study ranges the issues of the internal audit application as reported to the characteristics of the public sector entities, emphasizing its role of plusvalue creator.

Keywords: plusvalue, public entity, public internal audit,  risk

INTRODUCTION 
Lately, the public sector entities’ knowledge and improvement of performance have become a priority in most countries for management and especially for public. From this point of view, the function of internal audit contributes to a plusvalue added to the public sector entities, by supporting them in identifying and evaluating the exposures to significant risks, by improving the systems of risk and control management. Although the public sector entities share common elements and objectives and the goal of the internal public audit is to make and use the public funds and also to manage the public patrimony, the complexity and characteristics of the public sector leave their mark on the internal audit mission, too. From this perspective, the undergone constructive research explains the concept of public internal audit, identifies the typology and characteristics of the public sector entities and related to these, the characteristics of the internal audit applications.  

1.1 Internal audit and risk, an inseparable couple within the public sector entities  
The concept of internal audit within the public sector entities, known as public internal audit, was implemented in Romania in 2002 by the reform of the public financial control system. In terms of national regulations, the public internal audit is the activity functionally independent and objective activity that offers support and counseling to the managing board for a good administration of public revenues and expenses, improving the public entity’s activities; it helps the public entity to achieve its objectives by a systematic and methodological approach which evaluates and improves the efficiency and effectiveness of the managing system based on risk, control and process management. The International Standards of Internal Audit offer a complete definition of the internal audit concept: this is an independent and objective activity that ensures the degree of control on operations, guides it to improve its operations and contributes to a plusvalue addition. The internal audit helps the entity to achieve its objectives by evaluating the process of risk, control and organizational management in a systematic and methodological way, and by making proposals in order to consolidate efficiency.  Although the above definitions seem different, their thoghrough examination shows the fact that the demarcation between the internal audit and public internal audit is based on objectives and domain of activity and not on concept.  The internal audit is a function of the public sector entity and ensures the degree of control on operations, guides it to improve its operations and contributes to a plusvalue addition. Thus, the internal audit is the appanage of an efficient management. The priority objectives included into the public internal audit are the following : objective assurance and counseling asigned to improve the systems and activities of the public entity; support in achieving the objectives of the public entity by systematic and methodological approach which evaluates and improves the efficiency of the managing system based on  risk, control and process management.The study of the given definitions shows the indissoluble relationship beween the public internal audit and risk. The emergence of the concept  of risk has influenced the concept of internal audit whose development has undergone three phases: risk identification and analysis, internal control systems, audit of activities with focus on risks (Namee and Selim, 1998). Generally, the risk is defined  through the combination of the probability of event occurence and its consequences. Therefore, risk consists of a series of challenges to be dealt with in the decisional context because it mitigates the focus on success and prevents obtaining the supposed results.  Vincenti (2002) defines risk as a threat of an event or action to have undesired effect on the entity’s capacity to successfully achieve its objectives. The definition given by the International Standards of Internal Audit states that risk is the possibility of an event to occur and have impact on the achievement of objectives.  From point of view of the couple internal control – internal audit, risk is an assembly of circumstances which could have negative consequences on an entity whose internal control and internal audit have as a mission the ensurance of a good control on them.  Although various, the definitions presented above have as a convergence point the incertitude and the negative impact of risk on achiving the proposed objectives and, implicitly, on the performance of the public sector entities. The public sector entities are exposed to risks which can vary according to the activities performed by them. There can be noticed the following types of risks: operational risks, having as a basis the inefficient control of the high risk transactions, inappropriate document filing, incomplete accounting evidence; organizational risks, generated by inappropriate organization of human resources, not clear enough responsibilities, non-updated and unclear documentation; financial risks produced by non-traceable high risk transactions, insecure payments. Risk management is the responsibility of the entity’s management. From this point of view, the management has the mission to identify, evaluate, manage and monitor permanently the presented potential risks in order to prevent, counteract or significantly mitigate the effects. If the risk management is the management’s  responsibility, which is the role of the internal audit within this process? The internal audit has the mission to help the entity by identifying and evaluating the entity’s exposure to significant risks, and also to contribute to the improvement of the systems of risk management and control.        
1.2 The Internal audit in terms of public sector entities’ typology  

Athough the public sector entities are characterized by many convergent elements, their features leave their mark on the internal audit mission. From the numberless public sector entities, we have chosen to discuss the health system entities. Within the health/sanitary system, the following entities interact: service consumers (patients), service suppliers (hospitals, individual medical offices, other sanitary units, doctors), health service buyers (paying third party). The relations between the different entities of the sanitary system are ruled by regulation, leadership and financing bodies. The most important entity of the health system is the service beneficiary, the patient, an active actor of this system. In terms of responsibilities, there can be identified the following entities: 
Table no. 1   Typology of the entities involved into the sanitary system

	Entities involved into the sanitary system
	Sanitary system responsibilities

	· Ministry of Public Health

· County and Bucharest municipe authorities of Public Health
	· Regulation, coordination and monitoring of the sanitary system policies

	· National Office of Health Insurance

· County Offices of Health Insurance
	· Financing and management of the Unique National Fund of Social Health Insurance

	· Hospitals

· Individual medical offices
	· Service and medical assistance  supply


· Entities having responsibilities in regulating, coordinating and monitoring the sanitary system policies - At central level, the Ministry of Public Health has the role of policy planning and coordinating, its responsibility concerning the financing of health services. This responsibility is mainly transferred to the National Office of Health Insurance. 

At local level, the Ministry of Public Health is represented by the county and Bucharest municipe authorities of Public Health, deconcentrated public services with legal personality, subordinated to the ministry.  

·  Financing entities - At central level, the National Office of Health Insurance manages the main source of health service financing, i.e. the Unique National Fund of Social Health Insurance, and ensures the unitary and coordinated functioning of the social health insurance system. On the basis of the general agreement, issued by consulting the acredited bodies, there are defined the conditions regarding the grant of medical assistance within the social health insurance system. At local level, the National Office of Health Insurance is represented by the county offices of health services, responsible with health service contracting for insurance carriers from the public and private suppliers, on the basis of the supply and payment conditions set up at national level by the general agreement and its norms application. 

· Service and medical assistance supply entities represented by hospitals and individual medical offices - Hospitals are big consumers of resources and they benefit of high autonomy in terms of decissions regarding the labour force, revenues, results, prices and management process itself.  

Within individual medical offices the doctors are independent medical service suppliers and they manage their offices privately and conclude contracts with  the health insurance office.  There can be identified the professional bodies within the sanitary system (for example, The Doctors’ College in Romania), bodies which ensure the highest standards quality in this system operation, along with the regulation, coordination and financing authorities. This classification of the entity types within the sanitary system, doubled by the identification of the (inter)action relations offer the frame for the identification of the main risk categories.  In order to identify the internal audit particularities within the sanitary system, this study explains which are the main aspects an audit mission takes into account regarding the reimbursement made to the medical services suppliers – home treatment services,  County Offices of Health Insurance. 
The aim of the audit mission is to guarantee that: the reimbursement of medical services for treatment at home is well held over and secure; the demands to approve medical services for treatment at home are checked and supervised; the medical services for treatment at home are reimbursed to suppliers, obseving the approval of County Offices of Health Insurance, tariffs, number of days stipulated by norms and doctor; the reimbursed medical services for treatment at home requesting the doctor’s close observation were granted in his presence; the registration of expenditures and payments into the entity’s accounting is right and the payments were made within the limits of the budget alloted for this destination; the entity’s  internal proceedings and controls regarding all the activities related to services for treatment at home can prevent, delete or diminish the dangers of reimbursing certain amounts beyond regulations. In table no. 2 there are the objectives and associated risks of this audit mission.
Among the deficiencies encountered, we underline: there is not an informatic record regarding the insured persons who applied and received approval for medical services at home reimbursed by the health insurance office; it cannot be checked if the applicants hold insurances within the system of social health insurance and the office where they are recorded; there were reimbursed medical services at home, which according to regulations should be done under doctor’s observation but the suppliers did not hire a doctor; there were approved to be reimbursed medical services at home by suppliers that did hire a doctor but this one could not physically observe these treatments being on duty in hospital, ambulance, special ambulatory or other form of activity; there were not issued proceedings for the contract activity, verification and approval of applications for home medical treatments, with possible implications on the reimbursement activity.  
Table no. 2   Objectives and risks of the internal audit mission of the reimbursements made to the medical service suppliers – treatment at home

	Objectives
	Risks

	Analysis of the way the medical services –treatment at home are reimbursed
	· Non-existent proceedings

· Failure to observe the cycle of documents

· Calculation and wrong payment of certain services of home treatment granted over the number of days stipulated into the norms to be reimbursed by the Office of Health Insurance

· Calculation and wrong payment of certain services of home treatment granted for non-insured persons

· Risk of reimbursement of certain amounts beyond the approved budget

	Analysis of the reality of reports
	· Risk of non-observance of legal proceedings regarding the  cycle of applications handed in – from application to communication

· Risk of lack of application record or default record

· Report of medical services complying with the norms of doctor’s close observation and their reimbursement by the Office of Health Insurance in the case the supplier has not communicated them

· Report of medical services non-registered in the patients’ medical records

· Report and reimbursement of a larger number of medical services/patients than the medical recommendation

· Risk of approving medical services for non-insured persons

· Report and reimbursement of medical services made under doctor’s observation during his programme, in hospital, ambulance, ambulatory or other forms of activity


In order to reduce or diminish the risk of approving and reimbursing the medical services for treatment at home, the internal audit recommends initiation of an informatic record for theses services and a more thorough verification of the applications accompanied by recommendations and the applicant’s proof that he/she is an insured person. 

CONCLUSIONS 

This study shows that by its recommendations, the internal audit is a creator of plusvalue due to the fact that it generates economies, creates opportunities, avoids losses. Thus, the internal audit is the integrant apange of an efficient management. Lack of economy, effectiveness and efficiency of the entities within the health public system, non-observance of regulations and default management are the consequences felt at the level of the entire society and they materialize in: wrong use of existing resources with negative effects on accomplishment of objectives; amplification of social pressures as a result of subjective and poor substantiated decisions.    
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THE EVOLUTION OF KNOWLEDGE MANAGEMENT TO COGNITIVE MANAGEMENT
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Abstract: The next level of management can be “cognitive management”. This will be a continuation of knowledge management but will emphasize the creativity, cooperation between people, loyalty for the company and freedom of the employees, increasing the flexibility, efficiency and effectiveness of the organizations. To achieve these goals it is important to make a lot of changes: in the field of organizing through adopting a neuronal structure; in the field of motivation emphasize on satisfying the top needs from Maslow’s pyramid of needs; in the field of organizational culture, emphasize value like quality, knowledge, creativity, cooperation; in the field of control approach emphasize the freedom of action of employees and put accent on the results not on the way etc. To obtain good results it is necessary that all these changing in management to view like a whole.

Keywords: cognitive management, creativity, positive cooperation 

1.   INTRODUCTION
Over the last period, we have taken part in a substantial growth of the rhythm of changes in the economic domain. This determined the organisations adopt a series of measures which would allow them survive and develop. Consequently, organisations have suffered important transformations, which made possible the identification of several stages in their evolution, with specific types of organisations and managerial approaches. We can identify the following: the classic organisation with a management based on control and authority; the learning organisation, in which the management becomes receptive to employees’ needs of enriching their knowledge through permanent preparation and moreover, it stimulates the process of accumulating new information (Senge 1990; Pedler et. al. 1991; Dixon 1999). However, diffusing and using the knowledge inside the organisations is not accomplished accordingly; the knowledge organisation, in which the knowledge management is applied. This aims at a better accumulation, diffusion and use of knowledge inside the organisation.In our opinion, the next generation will be cognitive organization. This is capable of self management, having a flexible prospective orientation and emphasizing the creation and development of intangible resources, which generate long term competitive advantages.  

2.   COGNITIVE MANAGEMENT
The cognitive management is an evolution of knowledge management which emphasizes the creation of new knowledge and perpetual improving of the process inside the organization. In the last year many specialists in the knowledge management integrate in their models creativity and speak for the importance of the creation of the knowledge (Nonaka and Takeuchi, 1994; Davenport, Long and Beers 1998; Bhatt, 2001; Gold, Malhotra et.al., 2001) , not only the acquisition and use of them. We think that the creation (from cognition activity) of knowledge and of course the use of them can generate competitive advantage on long term. A representation of the knowledge management without generation of new knowledge can be like in Fig.1. We can see that in this case, the management is preoccupied on creation the frame (organizational structure, motivational instruments, technical resources, organizational culture etc.) which allow the people from the company to accumulate the knowledge from outside and inside of organization generating individual learning, to use this knowledge and disseminate them, generating collective learning. This model can create competitive advantage on short term because is based on knowledge known also by others organizations in the field.


[image: image133]
Figure 1 Knowledge management without knowledge creation

In the Fig. 2 we present a scheme for cognitive management. In fact, this is a knowledge management that put accent on the cognitive process of knowledge creation.  
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Figure 2 Cognitive management

The cognitive management will represent a substantial change in the way of organising and leadership but also in people’s mentality and in their organisational culture with major implications over efficiency and effectiveness. The organizations with a cognitive management must also to have good employees that are loyal, have good knowledge, are open to changes and are interest to develop their knowledge and to create new knowledge. Many people can say that we describe the perfect employees and it is impossible to have this. We do not say that will be easy to find this kind of people or to create them. For that, I think that one of the most important challenges of the cognitive management will be to change the people’s behaviour and mentality. This is a very difficult task because we know that it is harmful to change people. For that, we think that in the future organization will increase the roll of psychologists and sociologists. An important request in the cognitive organisations is to give a great freedom of action for the employees, with flexible multilateral organizational relationships, to put accent on informal organizational relation. For that we think that it is important to implement a neuronal organizational structure, that allow fast relation shifting between people in function on the individual objectives (correlated with organizational objectives) and on environment changing. Organizational relations must to be based on informal relations because these permit a faster connection, a better cooperation that enhances the capacity of knowledge creation, dissemination and use. To create and to make operable this kind of structure it is important to remove the barriers between peoples and to increase trust. In many organizations to enforce the development are stimulate the competition between employees. For that, a characteristic of people is the individualism. The cognitive management must to stimulate “positive collectivism”. This, imply that each member of the organization brings his contribution to achieves the objectives of the organization and shares the information and the knowledge with their colleague increasing the capacity to create new knowledge. The cognitive management is base on principle “where are many, the power are increasing”, but perfection this thus: “where are many, which action synergic, the power are increasing”
The “positive collectivism” is base on synergic effect. For that, we must to make difference between “positive collectivism” and “negative collectivism”. We think that the last one was manifest in the communism regime. In the organizations where are manifesting the “negative collectivism”, there are same persons that, do not bring their contributions to achieve the objectives of the organization and passing their responsibilities to the colleagues In this organizations appear responsibility dilution. These generate some negative effects on efficiency and efficacy. To increase cooperation between people, Michele Williams propose a process for treat regulation. He examine threat regulation as a specific dimension of interpersonal emotion management that fosters trust and effective cooperation by allowing individuals to understand and mitigate the harm that their counterparts associate with cooperating—in particular, harm from opportunism, identity damage, and neglect of their interests.The cognitive management must to be capable to create and develop cognitive persons. In our opinion a cognitive person has the following characteristics: is self perfection individual which want to improve his knowledge and to create new knowledge; he want to improve his behavior and also the behavior, the thought and the knowledge of the persons interacting with him, thus will create a synergic effect that will contribute to his development; isn’t an individualist; his motivation is place on the last stage of Maslow’s pyramid (esteem, self-actualization).Taking in consideration these characteristics, necessary for cognitive organization employee, we think that the future management will emphasize psychological and sociological instruments that allow changing the individual’s behaviour and the organizational culture. To raising the loyalty for the company and a powerful feeling of belonging to a social group, the top management of the company must: use an adequate motivational instruments; use a proper recruiting, employing and personnel counselling policies; create a specific organizational culture.The organizational culture characteristic for cognitive organization must emphasize the values such as: labour; training; creation and innovation; collaboration efficiently with colleagues; information and knowledge dissemination. Another important characteristic of the cognitive management is developing deep cooperation relationships with suppliers and customers, developing a multi organizational cognitive management based on common objectives.
3.   CONCLUSION
The cognitive management is a development of the knowledge management which enforces knowledge creation and continue improvement of the organizational efficiency and effectiveness. These imply many managerial changes because needs employee’s behaviour changing, creation of a new organisational culture and integrate the costumers and suppliers in the same managerial system. In this article we mention only few characteristics and directions of action specify to cognitive management. Future studies can create a model that guides organisations to implement and develop the cognitive management. 
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MANAGING THE MARKTING OF A COUNTRY IN THE GLOBALIZATIONA ERA: PUBLIC – PRIVATE PARTNERSHIPS THAT PRODUCE ECONOMICAL DEVELOPMENT
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Abstract: After the Berlin Wall fell in late 1989 and the Soviet Union disintegrated in the early 1990’s, free market economics seems to be the triumphant economic system adopted by most nations. With a few notable exceptions most of the countries of the United Nations prefer and have taken concrete steps in implementing a free market economy. This new reality has ushered in the next economical era, which most economists refer to as GLOBALIZATION. This paper will outline a few instances where a better working government that properly managed the private-public partnership has created real and sustainable economical development for its nation. We have called this “the managing of the marketing of a country”, viewing a country in much the same fashion as we would a brand in the “global supermarket” of countries. 
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1.   INTRODUCTION 

This new world order, particularly after the end of the Cold War era has been labeled as GLOBALIZATION in most of the western literature and “transition” in the former communist world.  This article will begin by analyzing this new phenomenon called Globalization with the caveat that it is not a fully developed economical, political or ideological system yet and that nobody is driving it. There is no outline ideology, no person to ask questions of – unlike Capitalism who had Adam Smith and “The Wealth of Nations” or Communism who had Karl Marx and “Das Capital”; to many it seems like an out of control system. Nevertheless, we will look at a few aspects of Globalization that have to be taken into account especially from a governmental governance point of view. Some argue that government is a relic of the past who stands in the way of Globalization and the progress that it brings - therefore it ought to be eliminated. However, it is the view of the authors that the world does not necessarily need less government (although we are in favor of small government) but rather a better government: a government that is aware of the Globalization realities and knows how to manage them. In the ending section of this article we shall outline a few “entrepreneurialii” principles for a better government that can succeed in this new economical, political and ideological system.
2.   GLOBALIZATION

The major driving force behind Globalization is free-market capitalism along with removal of trade barriers and allowing of free competition that will in turn make your economy more efficient. Globalization has its own rules and expectations such as opening, deregulating and privatizing the economy in order that it might attract foreign direct investment and create jobs for its population. Culturally speaking, Globalization tends to speared American culture from Coca-Cola to Rock-and-Roll to Big Mac and Hollywood. Technologically speaking Globalization is built on computerization, miniaturization, digital technology, satellite communication, fiber optics, and the Internet.  

Last but certainly not least for our own research, Globalization has its own power structure, a lot more complex than the Cold War system which was primarily a bipolar and an almost exclusively state power system. According to Friedman, there are three distinct power balances that overlap in the Globalization system:

(1) The traditional power balance between nation-states (government vs. government.) In the new system, the United States of America is the only superpower (militarily, economically, and culturally) with all other nations subordinated to one degree or another  

(2) The balance of power between nation-states and global markets (government vs. investment fund). These global markets are made up of millions of investors who are moving their financial resources around the world with the click of a mouse rewarding good governance and punishing bad policies  

(3) The balance of power between nation-states and individuals (government vs. individual). The individual is empowered through his/her network to such a point that he/she can bypass the nation and act alone on the world stage against governments and markets. To better understand the applicability of this phenomenon for our current research we will look at the following aspects of Globalization the fall of communism; interconnectivity; labor migration; communication; technology (personal computer, internet, wireless); capital markets and multinational corporations.

2.1
The Fall of Communism

The first and major phenomenal that ushered in Globalization was the fall of communism represented by the fall of the Berlin Wall. This major event from the late 1989 had multiple implications from a political, economical, and social perspective. After 1989 they could – and often did – change their governments and held them responsible for their actions and demanded adequate government services. Transparency in governance became the norm in most developed and developing nations with migration of labor representing the ultimate social pressure placed by the citizens upon their national government. No social pressure is perhaps more powerful in the new global era than mass media, often refers to as “the 4th, non-elected branch of the government.” Mass media, along with the tremendous increases in communication technology now plays a major role in the way citizens view their governments and in fact their society as a whole: long gone are the days when a government or a corporation could do something in isolation without the public finding out about it for quite some time. Post 1989, news travels almost instantly, and few things are uncovered anymore.

2.2
Interconnectivity 

The second important aspect of Globalization is the fact that the new world is interdependent and interconnected. In other words whatever happened in one part of the world invariably and to a greater or smaller degree affects someone else in a different part of the world. Traditionally, in a by-polar world (USA vs. USSR) people and nations had all types of walls to protect them against the actions of another nation. If one nation had an inefficient steel or agricultural sector, they could easily protect it by erecting high tariffs and block the steel or agricultural products from another more efficient nation. Not only that, but in the traditional world there were significant restrictions placed on the free movement of the traditional factors of production (land, labor and capital) so “the invisible hand” had a difficult, if not impossible time “punishing” underperforming entities and “rewarding” the high performers. In the new Global era, most economies are interconnected. 

2.3
Labor Movement

The third and extremely relevant for our discussion, facet of Globalization is global labor movement. Emigration and population related policies has always been issues that governments struggled with, however in the new era emigration policies – in both developed and developing nations – poses a whole new sets of problems in the area of education, social services and employment. The make up of a population can be a government’s best opportunity or its worst nightmare! If a government has to govern over a highly educated, high earning potential, young and healthy population in a robust economy with a low unemployment rates – such as Ireland – its position in the global arena will be far superior to that of a government that governs over a large, uneducated, unemployed population in a sluggish economy with high unemployment rates – such as South Africa. 
Once this free movement of labor takes place, people on both sides have different expectations and feelings. The host nation often-times find old nationalistic feelings and in many instances re-discover its own culture and tradition; they start viewing the world in terms of “us” vs. “them.”  The emigrants on the other hand form new culture clusters in their host country and refuse to integrate into the new culture. They live as outposts of their countries, representing the culture and often times contributing to the economic development of their country. Nevertheless, this exchange most often produces positive results in terms of healthy competition – especially in the areas of government and social services. The emigrants once returning home in their less developed nations demand a positive change in the way governments function and the level of services they offer.     

2.4
Communication  

The fourth aspect of Globalization is the major advances made in the area of communication. Many experts would argue that it has been the communication technology that ushered in Globalization more than Globalization bringing us advances in communications. From that perspective the world always wanted to be interconnected, it just lacked the means to do so. The innovations made in the area of communications in the late 1970’s early 1980’s have been truly remarkable. The personal computer, initially utilized just for word processing and spreadsheet management, was quickly plugged in to various internal and external networks that multiplied its usability exponentially. People started sharing information and files via those networks and quickly a “world-wide web” of information was created. Next came various search engines who enabled us to search the information in all those interconnected computers; next we had wireless technology that enabled us to plug into those network from virtually anywhere.  The second area where technology made huge advancements has been in the area of telecommunication. 
2.5
Multinational Corporations and Capital Markets   

The fifth major facets of Globalization – especially as it affects the activity of the government – are multinational corporations and the international capital markets. After the abandonment of the Bretton Woodsiii and strict state control of foreign exchange rates, the “capitalist monster” was unleashed. Capital is the lifeblood of any economy and invariable it influences the actions of all members of a society. Without the traditional restrictions placed on the movement of capital, capital began roaming the earth in search of the best possible investment with the highest rate of return. The traditional social concerns were placed aside in favor of the new rule: how can profit be maximized? As a result, the total value of international transactions was estimated to be 20 times greater than of all foreign movements of goods and services (EB). This internationalization of investment – saw by some as beyond the reach of state control - combined with the power, agility and behavior of multinational corporations who can and often time do relocate their productions in the lowest bidder state, have eclipse the full sovereignty of nations (Evans, 1997). The supporters of the international capital markets (and Globalization in general) point to the achievements of this system:

· Life expectancy has almost doubled in the developing world since 1945 and is starting to   close the gap on the developed world.

· Infant mortality has decreased in every developing region of the world (Pfeffermann, 2002).

· Income inequality for the world as a whole is diminishing (Brook, 2004) and many other variables such as per capita food supplies, literacy, child labor, and access to clean water have also improved

But who are the drivers of the capital markets? The answer is Multinational Corporation or transnational corporations who have loyalties primarily to their shareholders (regardless of their shareholders nationality or political persuasion. A corporation is a legal entity (technically, a juristic person) which has a separate legal personality from its owners. Stewart Kyd, the author of the first treatise on corporate law in English, defined a corporation as: "a collection of many individuals united into one body, under a special denomination, having perpetual succession under an artificial form, and vested, by policy of the law, with the capacity of acting, in several respects, as an individual, particularly of taking and granting property, of contracting obligations, and of suing and being sued, of enjoying privileges and immunities in common, and of exercising a variety of political rights, more or less extensive, according to the design of its institution, or the powers conferred upon it, either at the time of its creation, or at any subsequent period of its existence (Kyd, 1801)." 

Currently, the multinational corporation – the largest consumer of capital, producers of goods and services and employer of human resources – is the most present corporation. The multinational corporation has and additional benefit in that it can transfer its shares among shareholders without affecting its legal status; it perpetuates itself regardless of its shareholders' death or withdrawal and it has limited liability. That includes the fact that its shareholders have a limited responsibility for its debt, they are insulated from criminal actions of the corporation and – in some circumstances – the corporate officers have limited liability for criminal acts by the corporation (Cooke, 1950). These multinational corporations – along with their vast and elaborate supporting networks – play a crucial role in the Globalization era. Their primarily function is to develop every resource possible (maximize profit) and eliminate waste and inefficiency (minimize costs). These are the major guiding principles of the capital markets and the multinational corporations. 

3.  Social Innovation and Entrepreneurship: A possible response by national governments to globalization

So far we looked at Globalization and the major facets of it. In this new context many governments feel like they are loosing their national suzerainty in the face of this new powerful system; other feel like they have to accept whatever terms imposed upon then by Globalization and its powerful agents and institutions. Generally, so far, most nations responded in one of the two ways: either they blindly accept Globalization and whatever terms it will impose on them (like South Korea), or negatively reacted to it and attempted to seclude themselves from it – like Russia. In this concluding section we would like to begin the discussion of government transformation through the infusion of two complementary traits – innovation and entrepreneurship – into the day-to-day activities of government and most importantly into the thinking and the decision making of government actors.

The classic definitions of innovation include: “the act of introducing something new: something newly introducediv”; “the introduction of something new or a new idea, method or devicev”; “the successful exploitation of new ideasvi”;”change that creates a new dimension of performance.” (Drucker, 2002). In economics, business and government policy, something new must be substantially different, not an insignificant change. In economics the change must increase value, customer value, or producer value. Innovations are intended to make someone better off, and the succession of many innovations grows the whole economy. Entrepreneurship is the practice of starting new organizations or revitalizing mature organizations, in response to identified opportunities. Entrepreneurship is a difficult activity as a vast majority of new initiatives fail and entrepreneurial activities are different depending on the type of organization, environment, and problems they choose to solve. The understanding of entrepreneurship as a filed of study owes much to the work of economist Joseph Schumpeter and other Austrian economists such as Ludwig von Mises and von Hayek. In Schumpeter 1949 classic book “Economic Theory and Entrepreneurial History” an entrepreneur is a person who is willing and capable to convert a new idea or invention into a successful innovation. Entrepreneurship forces create “creative destructionvii” across markets, industries, and governments at the same time creating new products and services as well as new models of conducting affairs. In this way, “creative destruction” is largely responsible for the dynamism of industries, long-run economic growth, and improvement of social services. Even if Joseph Schumpeter wrote primarily pretending to the private market sector, his ideas, and practices have become the norm in the new Global era. As Thomas Friedman wrote in his 1999 “The Lexus and the Olive Three”: “If the defining economists of the Cold War system were Karl Marx and John Maynard Keynes, who each in his own wanted to tame capitalism, the defining economists of the globalization system are Joseph Schumpeter and Intel chairman Andy Grove, who prefer to unleash capitalism.” (Friedman, 1999). 
3.1.
Competing with the Government: Healing the Systemic Government Problems

The most obvious solution to achieving innovative and entrepreneurial governmental services is to allow natural market forces to do what monopolistic government can not do by its self: eliminate waste and inefficiency. In 1995, Harvard Business School authors Richard L. Nolan and David C. Croson wrote the book “Creative Destruction: A Six-Stage Process for Transforming the Organization” a book that advocated downsizing in all organizations to free up slack resources. In his 1999 book, “The Creative Destruction of Manhattan, 1900-1940” Max Page traces Manhattan's constant reinvention, often painful and full of mistakes through the contribution of the civic society, often time only as a credible alternative used to threaten public agents. He describes the complex circumstances, economics, social conditions, and personalities that have produced crucial changes in Manhattan's cityscape. The civil society is composed of private organizations - traditionally non-profit but lately for-profit - civic and social institutions that perform services similar to the government, especially in the social arena without the force-backed structures of the government. In other words the civic society does not have the monopolistic privilege of government agencies; rather they have to compete against each other in a “free-market economy” of social services. This introduces them most beneficial and healthy phenomenon in any society – public or private: COMPETITION. Competition is "the effort of two or more parties acting independently to secure the business of a third party by offering the most favorable termsviii " Most economists seen it as the pillar of capitalism since it is the best stimulator of innovation, and encourage efficiency - drive down prices. Furthermore, according to microeconomic theory, no economical system of resource allocation is more efficient than pure competition. Competition is what causes institutions to function at their maximum efficiency and in the process develop new products, services, and technologies. This provides the end uses with the best possible service, greatest selection, and lowest price. Government-run services tend to be inefficient and a political government may only be motivated to improve a service when its poor performance becomes politically sensitive, and such an improvement can be reversed easily by another regime. Furthermore, government industries and agencies are prone to interference from politicians for political or populist reasons to satisfy a certain constituency, control inflation, increasing staffing or reduce unemployment.
 3.2.
The Creation and Nurturing of a Viable Civic Society

The nurturing and encouraging of civil societyix has traditionally improved democracy and the standard of living in a nation. It is the belief of this author that especially in the social arena of government services, a greater emphasis ought to be placed on the civic society. The London School of Economics Centre for Civil Society working definition is illustrative: “Civil society refers to the arena of unforced collective action around shared interests, purposes, and values. In theory, its institutional forms are distinct from those of the state, family and market, though in practice, the boundaries between state, civil society, family and market are often complex, blurred and negotiated. Civil society commonly embraces a diversity of spaces, actors, and institutional forms, varying in their degree of formality, autonomy, and power. Civil societies are often populated by organizations such as registered charities, development non-governmental organizations, community groups, women's organizations, faith-based organizations, professional associations, trade unions, self-help groups, social movements, business associations, coalitions, and advocacy groups”. Here is a list of civil society institutions that could substitute the burden placed on traditional governmental agencies. (See Table 1)

Table 1. Civil society institutions
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The literature that connects a healthy civil society to democracy has its root in the early liberal writings of Alex de Tocqueville. They were however significantly developed by 20th century theorists like Gabriel Almond and Sidney Verba, who identified the role of civil society in a democratic order as vital (Almond, and Verba, 1989). One of their major findings has been that a healthy civil society produced better awareness and a more informed citizen who in turn make better voting choices and holds government officials more accountable as a result. More recently, Robert Putnam has argued that even non-political organizations in civil society are vital for democracy since they build social capital, trust, and shared values, which are transferred into the political sphere and help to hold societies together and facilitates the understanding of issues concerning all (Putnam, 1993). 

3.3.
Social Innovation and Entrepreneurship 

Finally, in conclusion we would like to present the applicability of the spirit of innovation and entrepreneurship in the social arena with the aid and through the civic society. In broad terms social innovation refers to new strategies, concepts, ideas and organizations that meet social needs of all kinds - from working conditions and education to community development and health - and that extend and strengthen civil society. In recent years, the term has developed several overlapping meanings: it can be used to refer to social processes of innovation; innovation in public policy and innovation in governance. Social innovation can take place within government, companies, or within the nonprofit sector, but is increasingly seen to happen most effectively in the space between the three sectors. Social innovation was discussed in the writings of prominent figures such as Peter Drucker and Michael Young in the 1960s who were the first ones to attempt to transfer business innovative principles to government and social services.  It further appeared in the 1970s in works of French writers such as Pierre Rosanvallon, Jacques Fournier, and Jacques Attali (Chambon and Devevey, 1982). In the 1980s writers increasingly focused on the importance of social factors that affect technology diffusionx. The idea of social innovation has become much more prominent with ongoing research and new methods such as blogs, websites, etc. In the area of government services innovation, noteworthy are the Scandinavian and Asian countries since governments are increasingly recognizing that innovation isn't just about infrastructure, it is also about prison reforms, healthcare, schooling and democracyxi.  The field of social entrepreneurship is developing and it includes various academic centers (Stanford, Harvard, Fuqua and Oxford), NGOs (Ashoka), various schools for Social Entrepreneurs and foundations like Skoll and Schwab. 
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IT ENVIRONMENT TOWARDS INTEGRATION IN THE EU MARKET 

Anca VARGA, Gabriela UNGUREANU

Spiru Haret University, Romania

Abstract: The Romanian IT services market grew only slightly faster than forecasted, as a series of large scale projects in traditional spending verticals and Government kicked off just prior to EU accession. The decline of the USD in favor of the RON also influenced market size. Support and installation, system integration and customization remain the largest oundation markets. 
EU accession structural funding, market maturity, continuous growth of Foreign Direct Investment and overall strong economic development will continue to drive the Romanian IT services market in the medium term. Until recently the Romanian  IT services market was driven by the need for basic infrastructure and core-business solutions. Over the past three years, the need has shifted clearly towards services associated with ERP, due to efforts intensifying to increase efficiency. This trend is now being pushed the next step further, in the context of an increasingly competitive business environment. 
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Romania's entering the EU starting with the 1st of January 2007 means higher economic stability, improved efficiency, stronger competition and a large amount of development grants in EU structural funding - to the tune of EUR 19 billion between 2007 and 2013. These factors cumulated will play a major role in the expansion of Romanian IT market value.IT Environment. EU accession brings both advantages and disadvantages to local players. Now is the time when many players that have "incubated" on the domestic market are ready to approach foreign accounts as primary contractors, relying on niche experience accumulated over the past years. However, the new eco-political context is also an invitation to companies from countries with more mature IT industries to come and compete locally with Romanian players. As the labor market grows more expensive and fewer formalities are required for Romanian specialists that want to seek employment outside of the country, the fight for specialists re-launches, only in a regional context. Romanian companies are undoubtedly in the middle of fierce competition that will make or brake localplayers. Consolidation, niche knowledge, heavy marketing and regional perspective of the market are tools that Romanian players must use to catch up with regional players who have already been in the game for a few years.
Companies and organizations in the small office and small enterprise segments in Romania remain price sensitive due to their limited financial resources. They often have limited IT budgets and try to minimize the cost of IT investments, and thus account for only a small share of spending on more complex solutions. Although an increasing number of these enterprises are investing in integrated solutions, this is in part the result of vendors offering ’light’ solutions at lower prices and the impact on overall IT spending is less than it could be. IDC recommends that companies build teams dedicated to researching and applying best practices in order to access said funds. In this case, regional knowledge can also prove crucial, as following regional best practices can help cut many corners for companies that understand the inner workings of submitting a successful project proposal. The Romanian IT services market grew only slightly faster than forecasted, as a series of large scale projects in traditional spending verticals and Government kicked off just prior to EU accession. The decline of the USD in favor of the RON also influenced market size. Support and installation, system integration and customization remain the largest oundation markets. Traditional spending verticals remain the same – Government, manufacturing, utilities, telecommunications and finance - with only a few percentage points between the highest and lowest spenders among these. The IT services market in Romania has been maturing rapidly too,  over the past several years, changing from a heavily support services-driven market to one of more advanced services such as systems integration and applications consulting and customization. This transition has largely been spurred by customers’ needs rather than by vendors educating end users. The challenge vendors now face is to educate clients and customers on the merits of  IT services that go beyond mere satisfying immediate needs. Gaining the trust of clients to implement security or storage solutions, for example, requires the IT services provider to educate the customer on not only what it needs now, but also the obstacles and challenges the customer will face in the future. A delicate but consistent approach is necessary that does not come across as "solutions pushing" but rather as a trusted partnership. For vendors selling to the public sector, the challenge for the future is to cultivate their government clients by educating them in the continued need for upgrades, storage, and security.

Hosting infrastructure services is an excellent model for addressing SME clients as: 1) they are relatively inexpensive (low monthly services fee); 2) the client pays only for what is used; 3) the client does not need to spend any capital;  4) the client saves on IT employee costs. Another strong seller towards the SME segment is ERP (Enterprise resource planning). As major companies redirect their attention to solutions scaled for this market, smaller players are already there. ERP is largely seen as an business efficiency enhancer – perfect within the present context of EU funds specifically assigned for this purpose; all services related to consulting and implementing ERP solutions should thrive in the near future, if properly promoted and sold. About  HR part, we can observed that the past few years' massive expansion of multinational operations in the country, together with unrelenting market growth have generated "a negative rate of unemployment". The demand for IT professionals is now greater than ever, which has a double-edged effect on the market: speculative salary increase and inability to satisfy demand. Salary pressure also takes away percentage points from the profit margins that would normally have been reinvested into generating organic growth – especially in the case of local companies. The IT sector remains a main driver towards economic performance and efficiency; IT vendors must continue to "educate the market", by aggressive promotion of IT business tools. It is essential that Romanian IT services providers follow EU 10 countries trends, as the Romanian service market continues to follow regional macro-trends. 
Market Players. The top ten has not seen dramatic changes this year. The smart move on behalf of several multinational players was to buy their way into the top provider's list by acquiring proficient local players 1-3 years ago, when the market was half its present day size. This only leaves 3 or 4 local players in the top ten, at quite a long distance from the next ranking Romanian companies. The next move on behalf of mediumsized local companies will be to approach large accounts and projects as a consortium, in an attempt to pool together resources in their battle for market share with the multinational players. Other larger local players have already accumulated the experience, critical mass and resources to enter into direct competition with the multinational companies, and will continue to consolidate their position on the market. The situation does not favor the smaller local players. Because of the difficulty to sell large accounts, they will mainly look towards the SMB segment, specializing on market niches. The fast-paced development in this market segment will provide enough room and opportunities to keep the smaller local players going. Niche Specialization among Local Players While many of the services providers also own or distribute off-the-shelf business solutions, many have put a lot of effort into making these solutions sector specific. The niche experience is now paying off, as local vendors have limited their area of coverage to fewer market segments, where they understand the business well and can even push out international players due to cost advantage, local knowledge and geographical proximity. In 2006, the IT services market in Romania totaled $244.14 million, representing a year-on-year growth of  22.3% in U.S. dollar terms. Measured in local currency, the market expanded by 17.4% compared to the previous year. Out of an overall market size of $283.16 (including offshore revenue and supply-side revenue) IBM was the leading IT services provider in Romania in 2006 with about 12.7% share market. HP placed second with  12.5% share of the market. SIVECO ROMANIA ranked third with  9.7% market share in 2006. S&T Romania and Intrarom rounded out the top five IT services providers in the country last year with 9.1% and 6.2% market shares, respectively. The systems integration category accounted for the largest share (24.3%) of  IT services revenue last year, followed by hardware support and installation (17.8%) and software support and installation (13.6%). In 2006, the combined manufacturing sector was the largest vertical market in Romania with $40.35 million in services-related spending for 16.5% market share. Players with Hardware Support and  Software Support . Hardware Support and Installation Services. In 2006 the market for hardware support and installation services market in Romania stood at $43.34 million, representing a year-on-year increase of 13.5%. This foundation market thus constituted 17.8% of the total IT services market in Romania. Key vendor developments in this category include the following: HP placed first in the hardware support and installation services market in Romania with revenue of $12.00 million or 24.4% share in 2006. IT services revenue on this FM associated with major hardware projects for the vendor, came from some of the industry's largest spending verticals: telco, utilities and banking. With revenue of $4.66 million (9.5% share), IBM ranked second in the hardware support and installation services market in Romania last year. IBM's major accounts include telco, Government banking and utilities companies, but the company is also steering its focus towards SMB-s in other verticals. In 2006, S&T Romania, with revenue of $4.65 million for a 9.5% share, positioned third in the hardware support and installation services market in Romania. S&T remains one of the major companies in this foundation market, with large accounts in manufacturing, utilities and telco accounting for more than 60% of its IT services revenue in 2006.

Software Support and Installation Services. In 2006, expenditure on software support and installation services in Romania increased 10.9% year-on-year to $33.23 million. This foundation market thus constituted 13.6% of the IT services market last year in Romania. Key vendor developments in this category include the following: IBM placed first in the software support and installation services market in Romania with revenue of $4.30 million or 11.8% share in 2006. One of the company's stated objectives is to increase its presence in the software implementation and consulting markets, looking for large scale projects, with high added value quotas. With revenue of $3.88 million (10.6% share), HP placed second in the software support and installation services market in Romania last year. Software implementation follows this technology vendor's pattern of hardware installation, with major accounts in oil extraction, banking, telco, utilities, etc. In 2006, Romsys, with revenue of $3.03 million for a 8.3% share, placed third in the software support and installation services market in Romania. The vendor derived most of its revenue from its traditional accounts in the manufacturing, utilities and banking sectors. Network Consulting and Integration. In 2006 the market for network consulting and integration services (NCIS) in Romania totaled $14.93 million, reflecting a year-on-year increase of 1.3%, and accounted for 6.1% of the IT services market in the country last year. Key vendor developments in this category include the following: IBM placed first in the network consulting and integration services market in Romania with revenue of $3.94 million or 23.2% share in 2006. With revenue of $2.32 million (13.7% share), Forte placed second in the network consulting and integration services market in Romania last year. With less revenue from Government projects for 2006, Forte concentrated on projects in the banking and manufacturing verticals. In 2006, Romsys, with revenue of $1.83 million for a 10.8% share, placed third in the network consulting and integration services market in Romania. Systems Integration. In 2006 the market for systems integration in Romania increased by 70.0% over 2005 to stand at $59.43 million. The systems integration foundation market accounted for 24.3% of the total IT services market in Romania last year. Key vendor developments in this category include the following: SIVECO ROMANIA placed first in the systems integration services market in Romania with revenue of $18.21 million or 27.9% share in 2006. The vendor derives most of its IT services revenue from clients in the Government, Oil and Gas, Utilities and Manufacturing verticals. The vendor shifted its competencies to this foundation market as it continues to focus on more and more complex projects. With revenue of $6.46 million (9.9% share), S&T Romania placed second in the systems integration services market in Romania last year. Traditionally a large player on the Romanian system integration market, S&T mostly concentrated on projects in the Manufacturing, Utilities and Banking sectors. One of the vendor's most important integration projects for 2006 was for Petrom (ex-national oil company, now part of OMV Group). In 2006, NESS, with revenue of $6.40 million for a 9.8% share, placed third in the systems integration services market in Romania. The vendor derived more than 72% of services revenue from system integration, with SAP implementation as an important component of its projects. The company's main client base came from the utilities sector in 2006. Market Perspectives. Key trends in the IT services market in Romania include the following: The Romanian IT Services Market is Maturing Slowly, with Plenty of Growth Potential Still Left Recent years' growth rates have permanently exceeded the 20% mark, with spikes in the market brought on by a number of different factors – from public projects to multinational takeovers. While the need for IT infrastructure is still very acute in both public and private sectors, the market remains divided mainly between basic support services, system integration and application customization. No significant shift of shares from the lower added value services (like support services) to higher added value foundation markets. This shift is not expected to seriously start reshaping market spending earlier than 4-5 years from now. With only two or three exceptions, 2006 was not spectacular in this sense. One main reason behind the slight slowdown in consolidation could be the wait for EU accession; even so, it is expected that medium size and large international players will continue to manifest their interest in acquiring local companies (or shares therein) or in building their own subsidiaries here from scratch. At the time when this analysis was being published, early 2007 market information had already confirmed the assumptions above. The international acknowledgement of Romanian IT skills, labor cost advantage and language capabilities have brought in the world's top players - Intel, Infineon, Wipro, IBM, HP, Alcatel, Freescale Semiconductor, Siemens, Microsoft, Oracle, etc. are justa few names of the players that have R&D or support centers in Romania. The greatest issue now is that due to the excellent results that these centers have delivered, most of the players are seriously considering hiring even more people. This is seriously depleting the human resource pool and also affecting the development of local companies, who cannot afford to compete on wages with the multinationals. This trend - almost detrimental to the IT industry because of its ampleness – should also concern international companies present in Romania, as it is affecting their bottom lines as well.Training and Education. Companies and organizations in Romania spent $9.22 million on IT training and education services in 2006, reflecting a year-on-year decrease of -6.2%. This foundation market comprised 3.8% of the IT services market last year. Key vendor developments in this category include the following: HP placed first in the IT training and education services market in Romania with revenue of $2.47 million or 23.8% share in 2006. Training sessions were mandatory as a component of the vendor's system implementation projects. With revenue of $1.43 million (13.8% share), IBM placed second in the IT training and education services market in Romania last year. In 2006, S&T, with revenue of $0.90 million for a 8.7% share, placed third in the IT training and education services market in Romania.IT training will continue to grow moderately over the five years. This component especially comes into play together with system integration or application installation.  In many cases the training services could be provided informally as part of solution deployment and be consolidated in the overall price of the contract, which is why this foundation market should grow at a slower pace. Through 2011, the IT training and education foundation market will expand at a CAGR (Compound Annual Growth Rate) of 7.6%. Annual spending will total $13.31 million in 2011 and make up 2.3% share of the IT services market, up from $9.22 million and 3.8% share in 2006. Forecating. Vertical Market Perspective. While the utilities vertical was the largest spender in 2006 as well, the rest of the traditional spending verticals remain very close, at only a few percentage points difference. Government sector aside, IT spending seems to perfectly mirror the economic situation on a country level. The largest and most profitable industries also invest the most in IT services. Due to the need to stay competitive in a – now European - economic environment, investment in IT will continue to increase. This leads IDC to believe that for the near future no surprises or serious positioning shifts are expected among spending verticals. While spectacular year on year growth can (and should) occur in healthcare, education, construction or business services, these verticals spend very little on IT. This is why we expect the opportunity for large projects to remain within the traditional verticals for the next 3-4 years. Until recently the Romanian  IT services market was driven by the need for basic infrastructure and core-business solutions. 
"After its post-communist downfall and re-emergence in the mid-nineties, the Romanian IT services industry is only now beginning to show its true potential and receive the recognition it deserves. With many advantages on its side – location, cultural fit to Western Europe and the US, internationally recognized technical and language skills, not to mention the size of the country – Romania is becoming a fierce regional competitor in this field and a valued business partner for international players." – Calin Mirea, Research Analyst, IDC CEMA
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WAGE policy in the public organizations in Romania
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Abstract:  This paper intends to analyse and highlight the main characteristics of the paying system in Romania, with examples from education, health and administration. We will present the study of all components of the paying systems and also their connections with the sector strategy, human resources strategy and problems connected to internal equity, external competitivity, which influences public organizations’ efficacy and performance.  The paper also analyses the opportunity of using some variables of getting out of the actual situation and it proposes that a just correlation among different fields of the public sector should be considered. The systemic approach has naturally imposed as being the most adequate methodological instrument in order to enter the complexity of the paying issue, which is presently part of a larger and more complex field. The method of the systemic triangulation, theorized by Le Moigne (1984), represents the architecture of the present paper, which starts from an overall status and dynamically constitutes three ways of studying a complex field, such as the paying system. The functional aspect refers to the finality of the paying system, with a highlight on its functions in report to the economic and social fields, but also in the report with the company itself. The structural aspect deals with the system’s component and with the relations which exist among them. 
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I.   NEW CHALENGES IN THE EUROPEAN PUBLIC SECTOR

In the European Union, the public sector engaged, some few years ago, in a vast movement of modernization, translated through some real evolutions in a few chapters of the human resource administration as the training and work conditions, motivation. With all these changes, the principles and practices of the global concept of human resources administration were not completely integrated. Both one and the other remain strongly impregnated by a culture of the management administration of the personnel, even though there is a real feeling of the necessity to evolve towards new practices. The administration of the human resources in the public sector has to find its identity because a simple adaptation to what happens in the private sector is impossible because of the multiple specific situations, difficulties, and trumps that belong to it. The positioning and identity of human resources in the public sector are imposed because of several reasons:

 Dimension of the effectives. In the public sector there evolves a big part of the active population of any country we take into account, so, speaking of the administration of human resources in the public sector means evoking the administration models for an important part of the active population which is not just a few. 

 Evolution of the economic situation. Budgetary evolution is not favorable anymore to maintain the present situation in the public sector. The efforts of opening and efficiency are not accompanied by value evolution of the same sense, which would determine the appearance of some important restriction and tension effects on the personnel. A big part of the European Union countries passed to the level of 40% to the cost indicator for the personnel in the total of the state budget, which explained the reason of focusing the effort in the direction of some significant reductions to this chapter.

 A legitimacy problem of the public sector. The problem of efficiency and quality of the services became the main criteria for evaluation and decision in the nowadays society. Some decades ago the public sector benefited, for the most part of their activity, from a progress and modernization image, that presently does not correspond to the reality. The same sector, once symbol of modernity, efficiency and equilibrium, shows now a global image of anarchy and rigidity.

II.   REMUNERATION SYSTEM – FINALITIES AND CONTENT

Like any cybernetic system, the remuneration system can be considered as a true “black box”, which transform the input variables (or piloting), in output variables (or action ones). Piloting variables are in the center of the process of making decisions for remuneration and answer the question “what must be paid?”, and the variables in action are those that allow the putting into practice of the salary decision, exemplifying the way it should be paid. The combining laws characterize the type of chosen remuneration policy, combining, in different ways the piloting variables to determine certain values of it and of the action variables. The diversity of the combining laws is vast and, there is no general answer for similar conditions of time and space. Each enterprise has to find in the multiple variants of the remuneration policies the one that is most suited to the organization, past and its economic situation. The variables of steering used in the accomplishing of a remuneration system can be of economic order, linked to the general economy and the economy of the enterprise, and individual, situated in the center of the personnel administration system, especially to the evaluation sub-system.The economic variables are easily quantified and refer to general economic data, as the inflation index, growth index of PIB or productivity, to remuneration market state, analyzed through specific enquiries, but also to the indexes that show the efficiency of the enterprise activity, for example, the profit, added tax value, brute margin of self-financing. This type of variables primarily influences the level of salary fund. Individual variables are closely related among them and reciprocally interact, offering the possibility of an equal repartition of the salary fund. The most used variables are the level of the job, individual performance, proven capacity and the anticipated potential. The four variables are joined in practice but other variables with socio-demographical character included in the combination according to the chosen remuneration policy. These are the age, the service in the enterprise, the service on the job and familial situation.

III. EVOLUTION OF THE REMUNERATION SYSTEMS IN THE ROMANIAN PUBLIC SECTOR

In the budgetary sector, the Government Decision no.307/91 makes a step towards the realization of a system of remuneration, correspondent to the new economic and social realities. The differentiation of salaries for the execution personnel is made according to functions, grades or professional steps with 3-4 gradations, except the teaching sector (education), where instead of gradations there are service trances. The law also provides the adjustments of some merit salaries of close to 15% annually next to the basic salary, for maximum of 5% of the total personnel of a budgetary unit, after the evaluation of the obtained results. The board of administration receives in addition for the execution job they held, a compensation that is part of the basic salary.

Since 1992 until present day the evolution of the Romanian economy has been contradictory. The gross national product reached in 1989 represented a maximum that could be surpassed starting with the year 2000. The inflation was rapid, the average surpassing 200%, the majority of legal regulations aiming the indexation and compensation of salaries on relatively short periods of 3-6 months. The indexation of salaries were practiced in order to respond to the provisioned increase of prices and the compensations were usually given as a sum of money for all the employees, they targeted the knowledge of the reduction effects of subventions to some basic products and services. In absence of a strategic will, these settlements aimed on one hand at the maintenance of a certain power of acquisition (until the year 2000), then gradual increase that equilibrate the remuneration situation with private sector and economic growth in general (external competition). In this kind of situation, the potential of the remuneration system was far from being made available. Generally, the budgetary sector distinguished itself by small salaries, but also by redundant raises, that complicated the understanding of the remuneration system and the suspicions regarding its equity increased. GD no.317/09.06.1992 provides, next to indexation, a modification that refers to the increasing of the employees percentage that are about to receive the merit salary from 5% to a maximum of 15%. GD no.281/1993 comes back on the level of the service increment in the budgetary sector, maxim limit increasing from 15% to 25%,corect measure, keeping in mind that the decreased salary level and the necessity to keep the good employees inside the system. This increment is not awarded on the period when the employee's activity is considered unsatisfactory. For the leadership functions, there were established increments of fix sum that were situated in the interval of 15%-55% of the basic salary.

The Government Ordinance no.39/01.08.1994 modify the previously established wage levels with specific hierarchy rates, establishing the specific rate to the budgetary sector and the organs of the legislative, executive and judging authorities of 1.00, to the level of 123500 lei brut each month, corresponding to the function of secretary-typist. This value is about to be ulterior indexed, depending on the evolution of inflation. It is worth mentioning that in a clinical unit, the physician, first important function, has a maxim rate of 2.95 (for six grade), and the last, a debutant nurse with a maxim rate of 0,825. The rapport between the wages is of approximately 3.6. A novelty element is brought by Law no.154/15.07.1998, which proposes to create the legal frame for:

a) developing a system of substantiation of the wage policy in the budgetary sector and monitoring of their application;

b) developing a system of distribution of the budgetary resources allocated for the personnel costs, by establishing by limits, of the basic wages in the budgetary sector, in order to promote the individual performance;

c) remuneration of persons that occupy functions of public dignity.

The basic wage in this sector is established based on the following elements:

a) the universal reference value, stated in lei and which is unique base in determining the reference value, proper to each sector of budgetary activity;

b) the indicators of inter sector priority, stated in percentages, differentiated on domains of activity;

c) sector reference values, stated in lei, as a product result of a and b;

d) list of intervals for the establishing of basic salaries for the specific functions of each sector of activity.

For each function, professional degree (professional level) and gradation appear maxim levels and minim ones in which the rapport is approximately 2 to 1. One exception in this sense appears to the medico-sanitary special personnel where, for example, the rapport between the maxim and minim rates is of 4.37 to 1 (table no.1). Such kind of value appeared in full economic crisis seems like a measure not too efficient in motivating and satisfying of the personnel because, from lack of funds, the resources received by the budgetary units permitted only the establishing of some wages to the level of the minimal rate or slightly over it. Moreover, because of the lack in some clear methodological norms of evaluation and politicize the leadership of all budgetary units there the appearance of some corruption acts was favored.

Table no.1

Sanitary units and of social assistance other than the clinic ones

	Current number
	Function
	Level of study
	Multiplication rate

minim                     maxim

	1
	Primary Physician
	S
	1,750
	7,650

	2
	Specialized physician
	S
	1,340
	4,763

	3
	Resident physician 2nd –7th year
	S
	1,210
	3,450

	4
	Resident physician 1st year
	S
	1,190
	-

	5
	Physician
	S
	1,230
	4,425

	6
	Probationer physician
	S
	1,165
	-

	7
	Principal medical nurse*
	M
	0,930
	1,875

	8
	Medical nurse*
	M
	0,865
	1,594

	9
	Debutant medical nurse*
	M
	0,850
	-


In addition, the priority indicators for all the subsystems of the public sector situated between 0.45 and 0.55, which is between 522.000 and 637.000 lei, from the value of universal reference, of 1.158.000 lei, corresponding to rate 1.These norms appeared after a relatively long period (for example 8 months for the sanitary personnel), and they refer both to the evaluation of the jobs and the performances. The evaluation of the jobs permit their classing in the interior of the rates of multiplication specific to one function, and the evaluation of performances serves to the placing of an employee between the minimum and the maximum of the rates specific to the job he/she evolutes in. Next to the fact that there are recorded very big differences for the same job, there is observed the noticeable intersection of the rates among the functions. The consequences on the employees are quite visible, in the sense that there appeared negative phenomena like the decreasing of motivation the appearance of individualism and diminishing pride of belonging to the budgetary organization. Moreover, quite rapidly, OUG no.122/1999, in the health department there are revised the multiplication rates, the rapport of 4.37/1 mentioned before rapidly became 1.78/1, as the intervals of overlapping between similar jobs. This tendency continued until present day, a normative act (OUG no.17/2008) diminishing the first rapport to the level of 1.40 and mentioning approximately the same intervals of overlapping among the jobs. Relevant aspects of Law no.154/1998 did not change in the superior learning system, where the rapport maxim/minim is approximately 2/1, and the overlapping of almost 0.6-0.7. A motive to keep these differences can be mixed financing, from budget and personal income, the latter representing sometimes over 60% from the total. The Romanian Government had announced for some time the necessity of the appearance of a comprehensive law, which could refer to all the systems of the public sector, but this had not happened until this time. There must be noticed the fact that individual performance, important factor in the waging system, is quantified in a repetitive manner in establishing the salary rights. 

IV. CONCLUSIONS

The analysis of the evolution of wage systems in the budgetary sector in Romania, underlines some lack of strategic coherence when approaching this important problem. Determined by the same lack of coherence in the public domain, the evolution was marked by the economic path, which could not sustain with a corresponding budget any of the public sector systems. GD no.281/1993 offered a first solid answer to the remuneration problem having as example the frame of the old Law no.57/1974, but also the practice in this domain of some European countries. If regarding the input variables the edge of maneuver remains restricted, being conditioned directly by the repartition of the budget by the legislative organ and indirectly by the evolution of inflation and PIB, the normative acts that appeared did not use in an adequate way the output variables and the combination rules. The performance was included in the calculus formula several times.The service increment was initially defined to maximum 15%, then to 25%, in one sector where the wages are smaller by definition. If in administration, the number of personnel increased continuously, because of alignment to the European structures, and the remuneration did not situate to a satisfactory level, this thing affected the drawing of a competent personnel and its performance. The funds attracted by European projects were, to the level of these institutions, quite reduced. In other sectors, as health, research and university education, low wages and wrong strategy determined a drastic decrease of competent personnel and the difficulty in what regards maintaining and attracting it to these domains of activity.

REFERENCES
Amadieu J.-F. (1995) - Le management des salaries, Paris: Edition Economica
Martory B., Crozet D., (2001) - Gestion des ressources humaines. Pilotage social et performances, Paris : Edition Dunod
Peretti J.-M.., Roussel P. (2000) - Les remunerations: politique et pratiques pour les annees 2000, Paris: Edition Vuibert

Rosca C., Varzaru M., Rosca Ion (2005) - Resurse umane. Management si gestiune, Bucuresti: Editura Economica

Sire B. (1993) - Gestion strategique des remunerations, Paris: Edition Liaisons

Thevenet M. (1994) - Impliquer les personnes dans l’enterprise, Paris: Edition Liaisons

Weiss D. (1999) - Les Resources Humaines, Paris: Edition d’Organizations

THE INFLUENCE OF CULTURAL FACTORS ON THE ORGANIZATIONAL LEARNING PROCESSES IN ROMANIAN HOSPITALS
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Abstract: The paper investigates the particularities of organizational culture in hospitals, which may be labeled as hybrid organizations, exhibiting characteristics that belong to more than one organizational type. These particularities, systematized for the case of Romanian hospitals, will be then put in connection with the organizational learning processes taking place in hospitals, by creating a non-linear dependence relationship between the two, and a scale of the learning easiness based on which hospitals can compare themselves against each other. The conclusions of the study can then be extended to hospitals from different countries, in a comparative perspective, or to other organizations exhibiting similar cultural characteristics.
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INTRODUCTION

Organizational culture is involved in the learning process by its facilitating or inhibiting role. The organizational intelligence models have to be particularized based on the culture of the studied organization. Existing models (Hackel and Nolan, 1993; Glynn, 1996; Albrecht, 2003, 2005; Lin and Ishida, 2006) are addressed to businesses, approaching decision as the way to drive the company to profits. Adapting this models to the organizations in which the profit is intangible, incorporated in the social role these organizations fulfill is made difficult by the particularities of these organizations, included in their organizational culture. A first particularity, in the case of hospital clinics, is given by the number and diversity of stakeholders (Neave, 2002). Also, these organizations have problematic hierarchies, based on loose power relationships (Patterson, 2001), with management being placed in a weak position, because the professional and the administrative layers are not delimited, leading to a latent distrust in the professional capacities of the management, and because of the symbolic capital (Bourdieu and Johnson, 1993) which affects the power distance, inside the profession. 

The passage from professional bureaucracies (Mintzberg, 1997) to post-bureaucratic organizations (Heckscher and Donnellon, 1994) depends on their organizational capacity to grow intelligent, by being able to learn. If we add to this that the climate is changing, and hospitals, no longer beneficiaries of the sacrosanct image of yore (Yavas and Shemwell, 2001), have to confront the same competitive environment as all businesses do, the importance of a learning-oriented culture becomes obvious. But what would such a culture be, in a national hospital? In terms of hospital organizational culture, do Carmo Caccia-Bavo, Guimaraes, and Harrington (2006) speak of potential absorptive capacity, realized absorptive capacity, and corporate culture. Potential absorptive capacity is defined, following Cohen and Levinthal (1990), Daghfous (2004), as the capacity the hospital has to access external knowledge, to internalize and share it. Realized absorptive capacity refers to the actions the organization takes, based on the potentially absorbed knowledge. The existence of the two categories depends, on the one hand, on the availability of knowledge sources, as well as on the organization’s preparedness to actively look for them and, on the other hand, on the expertise of the organization’s members, who must be able to integrate the knowledge inflowing the organization. Corporate culture determines the organizational sensitivity to events enclosing a learning potential. Based on its values system, which play a role in the architecture of its intellectual capital (Bratianu, 2008), the organization is going to be sensitive to those events which are in line with its values, and reluctant to the rest. If, according to Quinn (1988), a culture is flexible, rather than ordered and predictable, and externally, rather than internally oriented, its chances to recognize more opportunities to learn increase. If we accept that intelligent people are able to admit smart ideas even if they are based on sets of values which are not necessarily convergent with their own, similarly, intelligent organizations should take learning opportunities even when they seem to question the enrooted organizational values. Normally, according to the typology proposed by Quinn and Rohrbaugh (1983), hospitals should belong to the developmental type, being flexible and external. In practice, though, hospitals are seen as rather rigid, and concerned with what is happening inside (hierarchical model), with the power relationships delimited in the sphere of the personnel, than with providing the best service to customers and adapting to the demands of the market. Being confronted with this cultural gap, we investigated the perception of the personnel on the cultural values promoting or, on the contrary, hindering organizational learning in hospitals.

METHODOLOGY

I administered questionnaires to 30 medical doctors working in a private clinic in Bucharest. Out of these, 25 were returned and 8 were discarded because of incomplete answers, thus remaining a usable volume of 17 questionnaires. I selected, from a larger set of variables, those variables related to hospital culture, resulting a list of 18 variables, as follows: res (similar personal results in any other clinic), dis (periodic discussions of interesting cases), yng (students and residents actively involved in learning), mem (archiving case solutions for further use), prs (each treatment is part of a process), inf (patients are informed on choices), out (doctors not observing the values of the clinic are out), imp (the performance of the clinic is systematically improved), new (new therapies are experimented), ext (the clinic integrates the experience of doctors having worked in other clinics), per (the clinic studies the performance of similar clinics), for (the clinic integrates foreign experts in teams), fbk (the clinic integrates patients’ feedback), inv (the clinic monitors training and technology investments), prf (it is known why the patients prefer this clinic), rep (good results can be repeated in further cases), tmw (it is known what makes the teams work), nrd (the clinic’s performances are not random). The degree of agreement considering the presence of these factors in the organization was recorded on a 1 to 7 Likert scale. I used SPSS 16 for variables analysis. The Cronbach’s Alpha for the considered variables is .753, which accounts for the reliability of the analysis. The results obtained, by means of general linear modeling and factorial analysis, are presented below.

RESULTS

I modeled learning easiness as a function of the aforementioned variables, grouped according to the results of the factorial analysis, which are summarized in Table 1 below:

Table 1. Components matrix

	
	Component

	
	1
	2
	3
	4
	5
	6
	7

	RES
	.411
	-.583
	.361
	.387
	.353
	-.445
	.120

	DIS
	.625
	.398
	-.042
	-.502
	.154
	.257
	.395

	YNG
	.833
	.147
	.202
	-.103
	-.219
	.150
	-.337

	MEM
	.162
	-.229
	.381
	-.003
	.720
	.063
	-.458

	PRS
	.590
	.249
	-.446
	-.008
	.559
	-.506
	.333

	INF
	.822
	.114
	-.270
	.341
	-.128
	.140
	.131

	OUT
	.863
	.196
	-.018
	.064
	-.185
	.213
	.147

	IMP
	-.486
	-.498
	-.090
	.546
	.311
	.381
	.201

	NEW
	.248
	-.361
	.263
	-.663
	.193
	.393
	.034

	EXT
	.246
	.319
	.474
	.696
	-.124
	.279
	-.164

	PER
	.155
	.550
	.158
	-.238
	.307
	-.461
	-.158

	FOR
	-.711
	.580
	.030
	.126
	.259
	.172
	-.078

	FBK
	.430
	.422
	-.554
	-.047
	.180
	-.399
	-.089

	INV
	.164
	.774
	.471
	.164
	.043
	.053
	-.130

	PRF
	-.292
	.318
	.583
	-.170
	.026
	-.143
	.042

	REP
	.093
	.198
	-.723
	.221
	.445
	.067
	.599

	TMW
	-.241
	.238
	-.413
	-.215
	.201
	.693
	-.057

	NRD
	-.696
	.645
	.047
	.073
	.086
	.117
	.077


The first component is knowledge sharing, the second is performance focus, the third is understanding, the forth is continuous improvement, the fifth is organizational memory, the sixth is teamwork, the seventh is process standardization. I constructed a linear model of learning easiness, adding, progressively, the groups of variables corresponding to each component. Two variables, similar personal results in any other clinic, and new therapies were not taken into account, as they don’t have significant scores on none of the factors. The results are presented in Table 2:

Table 2. Regression coefficients for learning easiness
	
	Model 1
	Model 2
	Model 3
	Model 4

	Constant
	6.219
	5.172
	4.125
	3.601

	DIS
	- 0.045
	- 0.036
	- 0.012
	0.044

	YNG
	0.221
	0.012
	0.102
	0.021

	PRS
	-0.032
	- 0.148
	- 0.070
	- 0.042

	INF
	0.109
	 - 0.036
	- 0.050
	0.037

	OUT
	0.213
	0.093
	0.061
	0.025

	PER
	
	-0.257
	 - 0.230
	- 0.091

	FOR
	
	- 0.311
	- 0.214
	- 0.086

	FBK
	
	- 0.032
	0.008
	0.023

	INV
	
	0.122
	0.231
	0.111

	PRF
	
	
	0.007
	0.016

	NRD
	
	
	0.120
	0.553

	IMP
	
	
	
	- 0.256

	EXT
	
	
	
	0.098

	MEM
	
	
	
	0.124

	TMW
	
	
	
	0.223

	REP
	
	
	
	0.119

	R2 adjusted
	1.3%
	2.4%
	6.1%
	9%

	Change in R2
	
	1.1%
	3.7%
	2.9%


As it can be seen, the evolution of R2  indicates that the more complete, including all factors and almost all variables considered initially, the more adequate the model is for explaining learning easiness in a hospital. What can be concluded from the above distribution of the factors in the model is that none of them is particularly relevant, taken separately, but the quality of the disposition to learn is given by their conjunction in a given space. The space which, endowed with certain factors, which tell more about how the work is conducted in the organization than about the persons who take part in it, becomes a knowledge-generating space is, thus, a good metaphor for what a hospital ought to be, from the point of view of organizational learning.

CONCLUSIONS

I presented, synthetically, some aspects concerning the relationship between factors determined by organizational culture, by a certain system of values and organizational learning in a Romanian clinic, in the form of a general linear model showing these dependencies. The main limitations of the study include the size of the sample, the fact that, by studying a private medical organization, I didn’t obtain a picture which is representative for the Romanian health-care system, which is mainly state-owned. Still, this assembly of factors which work only together in making learning easier to hospitals can be further developed and completed, and there can be tested what happens when one of the factors is replaced by its anti-factor. My presumption, at this point, would be that, despite the fact that, as shown in the results, none of the factors is prevalent, alone, over the rest, the effect of the absence of one factor, or by its replacement with an anti-factor would be much stronger than the perceived influence of that factor. It is a hypothesis to be investigated in future research.
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THE ROLE OF NEGOTIATION IN CONFLICT RESOLUTION
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Abstract: The “golden dream” of numerous managers is that the organizations they manage function without any problems at all, the objectives of the society are reached and everybody is satisfied. This ideal has its origins in an ideology that takes into consideration only one type of rationality governing the functioning of a society, any adverse opinion is considered irrational and has to be combated.

The purpose of this paper is to emphasize the positive and desirable character of a certain conflict degree and, as a consequence, the importance of negotiation strategies and techniques in the activity of an organization. 

Keywords: communication, conflict, negotiation, tactics

Conflicts are unavoidable in the professional life of an organisation. They can both bring enormous damage to productivity and they can also mean dynamism and progress. The sources of conflict in an organisation cannot and should not be eliminated, but the manager has to be able to identify these sources, to understand their nature so that he can be able to act in order to reduce their negative effects and to efficiently use their positive ones. In this process the most important instrument is communication and the specific form of communication is the negotiation. In order to successfully face conflict in their organisations, managers need very good communication skills and some knowledge concerning negotiation strategies and tactics. Negotiation, a common technique for managing organizational conflict, is characterized by an exchange of proposals between parties. More specifically, it is a process whereby two or more parties determine what each shall give and take in a dispute between them (Cf. J.Z. Rubin, B.R. Brown, The Social Psychology of Bargaining and Negotiation, Academic Press, New York, 1975, p. 75). “Although negotiations are typically associated with labour-management disputes, bargaining is also used in buyer-seller interactions, contract relationships, legal transactions and the selection and placement of employees”( M.H. Bazerman, R.J. Lewicki, Negotiation in Organizations, CA: Sage, Beverly Hills, 1983, p. 128).

Traditional theories of negotiation emanate from economically rooted models such as game theory. These models center on “maximizing gains, minimizing losses, assessing utilities, making strategic choices and examining outcomes of the process.”( R.J. Lewicki, D.M. Saunders, J.A. Litterer, Negotiation, IL: Richard D Irwin, Homewood, 1999, p. 143) Even variations of these models, such as integrative and distributive bargaining and social exchange theory, borrow heavily from the assumptions that underlie traditional models. The major role that communication plays in these models is information giving and the enactment of bargaining strategies and tactics. Specialists have distinguished two types of negotiation, integrative and distributive, each of them with the specific tactics. We shall offer here appropriate examples for the specific tactics used in the two types of negotiation. 

INTEGRATIVE NEGOTIATION 

As the atmosphere of the integrative negotiation is characterized by openness and trust, the tactics used are less numerous (Cf. Adriana  Chiriacescu, Comunicare Interumana. Comunicare in afaceri. Negociere, Editura ASE, Bucuresti, 2003, p. 200).

1) Persuasion tactics
a) The conditioned promise;


e.g. “If the goods supplied by you qualitatively comply with our clients’ expectations, we shall order surplus quantities.”

b) The positive appreciation of the partner;


e.g. “We have always appreciated the promptness with which you answered our requests.”

c) The appeal to norms;


e.g. “You know that in such situations the usage indicates a bank guarantee.”

d) The proposal of testing;


e.g. “In order to convince you that we agree with you, we shall organize a testing session of the equipment.”

e) The offer of guarantees;


e.g. “The guarantee period we offer is much longer than that of our competitors.”

f) The proposal of mediators;


e.g. “In case of dispute, we hope to settle the issue with the assistance of a mutually accepted mediator.”

g) The search for alliances.


e.g. “The Romanian Bank shall guarantee the payment of the credit.”

2) Tactics that don’t aim at manipulating the partner
a) The firm, credible promise;


e.g. “You will get our answer as soon as we read the papers from the bank.”

b) The “cards laid on the table” game;


e.g. “Your trade-mark is a guarantee for us.”

c) Reciprocity in granting the advantages;


e.g. “We agree to price reduction of 10% if you take care of transport documents.”

d) Reformulation;


e.g. “Therefore, you consider that it is our obligation to speak to the Bank.”

e) Constructive proposals.


e.g. ”Let us find together some new sources for financing the project.”

DISTRIBUTIVE NEGOTIATION

The tactics used in the distributive negotiation are called by Ch. Dupont “pressure, coercive, destabilizing, conflict tactics.” (Charles Dupont,  La négotiation, conduite, théorie, applications, Dallez, 1990, pp. 83-84)

1) Threat with the following variations:

a) The warning;

e.g. “Your attitude will have serious consequences.”

b) De-counselling;

e.g. “We do not advise you to make this decision because it will not be in your advantage.”

c) The direct threat;

e.g. “We shall act in such a way that your reputation be ruined.”

d) The injunction/opposition;

e.g. “You shall act as we say, otherwise you may regret.”

e) Showing the accomplished fact;

e.g. “We have already announced our clients that the delivery date is 2nd of March”

f) The negative appeal to norms;

e.g. “What you ask is against our usage.”

g) “Everything or nothing”;

e.g. “In this case our price is not negotiable.”

h) The use of surprise (by introducing new facts);

e.g. “You know that now the ROL – dollar rate is …”
i) The change of the decisional plan;

e.g. “We gave to inform you that we gave up the items concerning the delivery.”

j) The sudden change of position;

e.g. “In this case we shall give up to grant you a price reduction.”

k) Asymmetrical concessions;

e.g. “We could grant you a discount, if you placed a larger order.”

l) The avoidance.

e.g. “We regret, but we cannot decide on this particular matter.”

2) Time-based tactics

a) The temporising

b) “Speeding up”;

c) Finding a good reason for interrupting the negotiation

e.g. “As I want to go abroad, we shall discuss the details on my coming back.”

d) The pretext;

e.g. “We have to wait for our general manager’s coming from abroud, as I cannot take this decision on my own.”

e) The withdrawal;

e.g. “We are not able to participate in the negotiations tomorrow, as a special situation occurred.”

f) The diversion;

e.g. “If you don’t mind, I’d like to come back to the clause referring to the terms of delivery we discussed yesterday.”

g). Miming ignorance;

e.g. “If you don’t mind, I’d like to talk about guarantee again; I’m not sure that I understood your proposal correctly.”

h) The expectation;

e.g. “We are not able to meet for discussions, early than next month.”

i) The cancelled meeting.

e.g. “We are sorry but we can’t meet today as something unexpected has come up.”

3) Emotional tactics

a) Wrapping affectivity;

e.g. “To establish some business relations with you is for us of utmost importance.”

b) The stream-speech (The drowning of the partner into an ocean of words, creating a hypnotic effect);

4) Tactics based on distortion in communication

a) The bluff;

e.g. “Don’t worry, with our connections we shall get all we want.”

b) The systematic misinformation by:

The refusal to inform

e.g. “We don’t know, this aspect is beyond our competence.”

The refusal to listen

e.g. “It is not the case to talk now about this.”

Avoiding the problem

e.g. “We don’t believe that is problem is of any importance.”

The masking

e.g. “We think that other things are more important now.”

c) The incorrect argumentation by:

 Systematic objections

e.g. “We are sorry, but you are wrong.”

 Ill-intention

e.g. “We have never said something like that.”

​Reproach with delayed reaction

e.g. “Why didn’t you inform me on that?”

Reply, “You have never offered me the opportunity.”

d) The systematic lie by:

Contradictory message

e.g. “We are ready to listen to you, then:


You said that before.”

Misleading the partner

e.g. “Don’t worry, you can sign the contract and goods will be sent when we have promised.”

  Spreading false news

e.g. “We are informed that at the Exchange in London …”

Direct attack

e.g. “You are not an expert in this matter.”

e) The manifestation of contempt by:

Ironizing the partner

e.g. “You might think that you cheated on us?”

Refusing the legitimacy of the partner

e.g. “This aspect cannot be discussed but with the general manager.”

f) Aggressive language

e.g. “I have never heard such a stupid thing!”

In order to efficiently manage conflict it is very important both for the manager and for the other members of an organisation to know and even to master the strategies and tactics of negotiation. A conflict is neither good nor bad, it is just there. We have the power to make it functional. The profitable conflicts have as effect the stimulation of the managerial efficiency growth and generate the capacity of a healthy resolution of problems. Furthermore, conflicts are the force beyond creativity and innovation. 
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TURNING IDEAS INTO MONEY: WHICH IDEAS, WHOSE MONEY?

Andreea VASS

Institute of National Economy, Romanian Academy
Abstract: Romania plays no part in the world’s technology development race. For over three decades now, we have lost the only privileged position, that of a contributor to the progress of oil industry technologies. Why? Because of the communist regime’s dread of an “appalling” capitalist concept: computer. And we failed to adjust any better in the post-communist era. One in five Romanian companies introduces a new product in the market, or makes innovations in terms of a product, a service, a technology, a trade mechanism or the very organisation of a business. This is half the European average. On the whole, we are about one decade behind the Czech Republic or Estonia, and some 22 years behind the average European innovative performances. What are the facts behind these figures? What are the best Romanian innovations of the past few years? How can we more efficiently capitalise on Romanians’ resourcefulness? Some will rush into answering: we have neither ideas, nor money. We did find a number of successful initiatives, awarded in international invention trade shows. But the overall image is rather bleak, and I suggest a series of concrete fiscal solutions. 

Keywords: business innovation, financial and fiscal incentives, RDI, technological change

CHANCE ONLY FAVOURS THE PREPARED MIND

That Romanians win one award after the other in international invention and innovation exhibitions is no news. But the arithmetic of economic power has nothing to do with shiny medals. And it obviously defies such quantitative aspects as the number of researchers in the business environment: 1 in 1,000 employees in the Romanian private sector, as against a European average which is 3.6 times higher (Eurostat, 2008). Innovation skills refer to generating something new, whether in the public or the private sector, whether in an apartment or in the R&D department of a multinational holding. Wherever it comes, an original idea must then be scaled, transferred and capitalised on, in the business environment. Without doubt, there are also research projects which cannot be seen through in production, either because the existing technology does not allow it, or because prohibitive costs make the process inefficient. Synthetic rubber only started to be mass produced during World War 2. It took a surge in oil prices, an oil crisis, for the development of the crude in the North Sea to become economically efficient. The RAV antivirus technology developed by GeCad Software in Cluj, needed the products, services and distribution network of giant Microsoft. So technical success does not necessarily imply economic efficiency. There is also the opposite case, that of chance discoveries. Efforts seem minimal, and effects huge in this case. But “seem” is the keyword here. Such discoveries take place in a research environment, and require adjustments if they are to be applicable in production. "Chance, as Pasteur put it, only favours the prepared mind." 
WHAT ARE THE BEST ROMANIAN INNOVATIONS OF THE PAST FEW YEARS?

I cannot talk about turning an idea into money before answering this question first. I have selected three exceptional achievements (ANCS, 2008), which won the gold in the Geneva International Salon des Inventions, des Techniques et Produits Nouveaux in 2004 (the first), and 2007 (the other 2):

· Eugen PAVEL, holder of a Ph.D. in condensed matter physics, has created the three-dimensional memory, with a storage capacity of over 1,000 GB: “Hyper CD-ROM.” He used new materials, specially created for this application: fluorescent photosensitive glasses and vitroceramics (for which he was awarded by the Romanian Academy as far back as in 1991). Such a device may store an entire library. The Romanian private business environment was unable to capitalise on such an innovation, so the Hyper CD-ROM is currently preparing for production in Asia (confidentiality clauses in the contract do not allow us to disclose the name of the partner at this stage).

· Ene Alexandra Gabriela, Mihai Carmen, Petrescu Adriana, researchers with the National Textile and Leather Research and Development Institute, are the authors of the “Gastroenterological bio-implant and its production process.” Its use? In the reconstruction of soft tissue further to gastroenterological surgery. The bio-implant is made out of a special fabric, and boasts relevant bio-medical and bio-functional performances, including: structural support of abdominal muscles, in hernias and incisional hernias; use irrespective of the size and location of the defect; appropriate stability of the abdominal muscles; integration with the host tissues without side effects such as implant rejection. Sustained efforts are currently being made for EC certification, so as to enable the efficient use of the product in the national healthcare network and new community markets.

· Claudiu SUTAN, currently attending a doctoral programme, is the author of the PVC double glazing system with incorporated shutters. The product is currently pending production with SEND ’92 Impex S.R.L., the company which financed the participation of the product in the Geneva Exhibition—although only four per cent of the local innovative companies work with universities or research institutes.

Although spectacular, the examples above are the exception, rather than the rule; in Romania, cooperation between the private and public sectors is inefficient and sporadic. The former has inadequate interest in and funds for innovation, while the latter is affected by a steady decline in terms of quality. Communication bridges between them are mostly down.

CHRONIC PUBLIC UNDER-FINANCING, OVERCOME

The chronic public under-financing and the absence of a structural reform of the national innovation system significantly delayed the mobilisation of sources for a good economic performance, based on productivity and high value-added. This high-priority objective, at a political declarative level, has only been pursued since 2006. The unprecedented increase in the funds earmarked for research and development (RD) will continue to fuel black holes. Moreover, given the recent raise of budgetary funds for research from 0.2% of GDP in 2004, to 0.7% of GDP in 2008, chances are the 1% target will be reached in 2010. The Lisbon Strategy ties this objective to another 2% GDP in private funds allotted for RD. But a lot is still to be done until true performance is pursued by a critical mass of companies, universities and research institutes. 

WE STILL FOCUS ON GROWTH, RATHER THAN PERFORMANCE

The performances of our private research sector are also inadequate. Most international standings prove it. 80% of the Romanian companies foster no innovation effort whatsoever, 4% of the companies are strategic innovators, 8% are occasional innovators, 5% of the companies adopt and adjust technologies, and only 3% of the companies implement new technologies (NIS, 2008). The echo of such successful cases as those in the software or automotive sectors can hardly sweeten the pill. Unleashing the Romanian innovation potential in the private sector today depends on stronger capital inflows, with adequate fiscal incentives, and on the set up of new innovative companies. Moreover, Romania is one of the countries where the young are poorly represented in the business sector. To a great extent, these aspects explain the reluctance to scientific research or to implementing findings that have never been applied before—a general feature of the Romanian business environment, which avoids major expenditures, and prefers successive accruals. The private funds earmarked for research are insignificant, and so is the universities’ ability to provide relevant research findings, in response to requests from the industry or public institutions. 

WHICH IDEAS AND WHOSE MONEY?

Whereas one million European citizens manage to register over 100 patents a year, one million Romanian citizens only get two patents registered (latest data available for the reference year 2005, Eurostat, 2008). Romanian inventors are hardly capable of turning an idea / product / method / technology into a patent, and a patent into a business. The only option they have is to import technology, to transfer know-how and to market new ideas from abroad. But this requires money, the so-called venture capital, and efficient financial and fiscal incentives. How else can the market handle the possible failure of investments in research? Indeed, the risks associated to such an endeavour are significant, and a poor ability to capitalise on the findings may block the entire process. In Romania, private funds allotted for innovation, just like the public funds in 2003-2005, failed to keep up with the rate of increase in the public allocations of the past three years. In exchange, the share of technology and knowledge intensive industries in the business environment has risen. There are at least two fields, in the European research, which receive an increasing amount of research-development-innovation (RDI) funds, and therefore stand significant success chances: energy and environment. Furthermore, organic farming remains another viable option, which should become a national priority. Romania may grow into a strategic provider of innovative results in these fields, if it manages to apply a thorough, ambitious and firm action plan. State aid seems readily available, but bringing results into the real economy heavily depends on fiscal incentives, particularly to new enterprises.

A CONSISTENT, INNOVATION-FRIENDLY FISCAL ENVIRONMENT 

The mix of political tools for innovation—tax relieves, subsidies for research and development and fiscal credits—vary substantially from one Member State to another. But there is a community-wide trend to channel about one-third of these instruments towards small and medium-sized enterprises (SME), particularly innovative start-ups. Who benefits from these deductions, and what is their size? Depending on the goal of the incentive, some are applied on the total RDI expenditure, while others are only applicable to additional expenses incurred. In yet other cases, both types of expenses benefit from tax deductions, although at different rates. A vicious circle thus emerges: high profit taxes – high governmental incentives, versus low profit taxes – fewer incentives. Obviously, the size of tax deductions in favour of actual RDI investments is interpreted, in each Member State, in terms of the basic effect. Another drawback of this type of incentives is that companies’ plans for the future are overlooked, and emphasis is laid on past efforts alone. I suggest we dwell on two practices which have recently proved their effectiveness.

THE FRENCH GIVE TAX INCENTIVES TO INNOVATIVE START-UPS

France was the first EU Member State to introduce special tax incentives for innovative start-ups: the JEI (Jeune Entreprise Innovante) mechanism, in 2004. New innovation-oriented companies, which meet certain eligibility criteria, are fully exempted from payment of the profit tax in the first three years since the company breaks even. For the following two years, the incentive is cut down to 50% of the tax. For eight years, the company is also exempted from payment of social contributions for the highly skilled employees (COM(2006) 728 final). The goal? To encourage research in the private sector and to reduce business set-up costs.

THE BRITISH DEVELOP VENTURE CAPITAL FUNDS

The United Kingdom of Great Britain proposes a mechanism to encourage investments, under the “Enterprise Investment Scheme” (EIS) and “Venture Capital Trust” (VCT). Operating on the principle of collective investments listed in the “Alternative Investment Market” (AIM), enterprises must meet a number of eligibility criteria to qualify for both mechanisms. Some of the invested amount is deductible from the income tax: 20% (EIS), and 30% (VCT) respectively (COM(2006) 728 final). The capital gains achieved after the "qualifying" period are exempted from the tax on capital income, including the VCT dividends. The goal? To encourage British investors to subscribe for venture capital trust shares, so as to significantly offset the risks of investing in a new enterprise.

THE ROMANIAN TAXATION, WHERETO?

The adjustment to the European research space requires, first and foremost, that we give up investment efforts in over-costly research infrastructures which already exist at an EU level. Complementariness, cooperation and mobility of researchers and of knowledge are the new strategic values. They call for specific fiscal mechanisms, focusing on industry participants in trans-national research projects. The set of measures intended to support the RDI activities carried out by business operators—as stipulated in the 2003 Fiscal Code—includes 100 per cent tax relieves for certain expenditure categories which do not include intangible long-term assets, for the improvement of management and IT systems, marketing, market analysis, promotion in current or new markets, participation in trade fairs and exhibitions, environment protection and conservation of resources.  Business operators also have flexible options to amortise the acquisition of patents, copyrights, licenses, trade marks, technology such as devices, tools and machinery. In the first 5 years, revenues made by individuals from the application of patents by owners or licensees or from leasing patents, are also tax exempt. But what we lack are specific fiscal programmes, and this is a flaw of the most recent draft law tabled by the National Authority for Scientific Research (May 27th, 2008). It is intended to broaden tax facilities, through:

· More varied forms of profit tax deduction/relief for business operators whose RDI expenditure accounts for at least 15 per cent of the total annual expenses;

· Deductibility of development expenses, which do not qualify as intangible assets, financed from own resources, by a 120 % rate for all profit tax payers, regardless of the size or length of enterprise operations;
· Deductibility of amortisation expenses accounting for 20% of the entry value of fixed assets or invention patents, copyrights, licenses, trade marks;
· An additional deduction from taxable revenues, accounting for 20 per cent of the value of investments in constructions or building revamping, interior infrastructure and connection to the public utility networks for investments in industrial parks or scientific and technology parks.
CONCLUSIONS
There is no doubt that, as far as the design of financial mechanisms goes, Romania should define its objectives more clearly, focusing on how to encourage additional expenses for innovation, how to change companies’ behaviour, how to assess larger-scale social effects, how to draw up criteria for assessment as early as in the design stage, while at the same time testing whether such incentives meet their goals. Here are a few examples: The selective fiscal encouragement of research on measures to prevent floods, on organic farming or areas of interests across Europe, such as the energy or environment; Fiscal incentives for innovative start-ups, drawing on the French model, and for individual investors coming from the academic or academic research field (business angels); Fiscal incentives and technical assistance aimed at facilitating contacts between small Romanian producers and local or foreign researchers, in view of revamping products or processing, so as to secure their access to international markets. One focus could be the special freezing or packaging processes for the foodstuff industry, in which Romania has significant export potential; Fiscal incentives for venture capital subscription by big companies, drawing on the British model; Regulating a special framework to allow for the relocation of researchers from universities to private companies, to set up strong temporary clusters for concrete research and design purposes; Fiscal incentives for private companies which request and finance - within doctoral programmes -research projects on topics still awaiting solutions, or whose solutions in international research are too expensive. 

To more efficiently capitalise on Romanians’ much-publicised resourcefulness, in order to catch up with the European performances as soon as possible, we need some more incentives. A 12% flat tax rate, perhaps, which would allow the management of economic resources at a private level, instead of politically-driven public allocations. A measure that we will discuss in detail on another occasion.
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TRADITIONAL VERSUS DIRECT IN MARKETING COMMUNICATION WITH THE ROMANIAN CONSUMERS – AN EXPLORATORY RESEARCH APPROACH
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Academy of Economic Studies Bucharest, Romania

Abstract: Recent development of the interactive communication media such as the Internet and mobile telephony has open new perspectives and opportunities for the implementation of the marketing communication campaigns of the organizations: structure of their communicational mix has begun to include extensively direct and interactive components meant to generate and capture consumers’ reactions – orders, inquiries and visits to the selling points. 

Decision–making process regarding employment of the direct communication media has not always been based on the consumers’ attitudes towards this type of approach but rather on a certain inertia generated by the dynamic and overall evolutions of the direct marketing industry pushing the things to the conclusion stating that they have to be used.
Paper presents the results of an exploratory survey conducted in the Romanian market aiming to assess the overall perceptions and attitude of the consumers towards the employment of the direct communication tools, their related experiences based on the direct and personal interactions with different  organizations and to provide an adequate background for understanding and consider consumer behavior in the future context of a marketing communication effort, at the level of the Romanian market, incorporating a direct communication approach on a significantly extended scale.

Keywords: consumer behavior, direct marketing, marketing communication

1.   INTRODUCTION

In spite of some notable evolutions of the recent years, the Romanian direct marketing may be characterized through a rather undersized level of development, although the industry has passed over the launching stage. There is a consolidated infrastructure to support the future growth (services provided by the postal and communication companies, banks, specialized providers), an increased interest of organizations (considering related activities, such as: databases development, direct mail and drop mail campaigns, outbound and inbound telemarketing activities, mobile and online marketing campaigns conducted) and consumers not yet annoyed by campaigns oriented towards them. Main coordinates of the direct marketing industry development in Romania are the same characterizing the well-developed international markets: existence of a functional market economy, favorable changes occurred in the social and cultural environments, technological advances registered in the infrastructure of the postal and communication sectors, development of the media, the more supportive institutional environment and the increased number of specialized providers.

2.   RESEARCH METHODOLOGY

In this context, an exploratory research has been employed in order to  provide assessments of consumers’ overall perceptions and attitude towards the employment of direct communication tools, their related experiences based on the direct and personal interactions and a proper background for understanding and considering consumer behavior in the future context of a marketing communication effort incorporating a direct approach on a significantly extended scale. A survey has been conducted using a questionnaire having 40 questions and data were collected at a level of a sample of 145 respondents from Bucharest, between 18 and 62 years, selected using a simple random sampling procedure. Due to the exploratory nature of the study, the structure of the sample has only been relatively similar with that of a representative one in terms of key demographic characteristics (gender, age, education and income).

3.   MAJOR FINDINGS OF THE RESEARCH

Aspects regarding the traditional versus direct in marketing communication with Romanian consumers have been approached considering the following variables: exposure to the direct marketing media and instruments, type of reactions employed by the consumers in response to the direct and interactive approaches, information sources preferred to improve their knowledge on products and services, behavior in relationship with the information about different products and services and opinion about the personalization.
Table 1. Direct marketing media and instruments used to approach consumers

	Media
	Instruments
	%

	Mail
	Commercial letters
	27.6

	Mail
	Catalogs
	64.8

	Telephone
	Outbound telemarketing
	51.7

	Direct response
	Direct response ads
	77.9

	Mobile phone
	SMS & MMS
	82.8

	Internet
	Email
	82.8


Percentages determined based on the number of cases (n = 145).

The assessment of the consumers’ degree of exposure to the direct marketing media and instruments has been one of the major objectives of the research. Messages delivered through the mobile networks (82.8 % of the respondents) and email messages received (82.8 %) have been the major instruments, respectively mobile phone and internet the major media employed to approach consumers in a direct and interactive manner. Slightly surprising is the presence in the third position of direct response ads, respectively of direct response advertising. It may be expected that some respondents included in this category traditional advertisements containing different elements of interactivity (phone/mobile phone numbers and/or website addresses) without encouraging consumers to react using them. Catalogues (64.8 %) and outbound telemarketing (51.7 %) hold average, but still relatively high levels while commercial letters (27.6 %) take a rather peripheral position. It needs to be mentioned that the results obtained for catalogues and commercial letters are debatable: the meaning of term “catalogue” is more or less similar in the Romanian market to its real significance.

Table 2. Type of consumers responses to direct and interactive approaches

	Media
	Responses
	%

	Mail
	Mail order buying
	36.6

	Telephone
	Inbound telemarketing
	40.0

	Direct response
	Press direct response reaction
	15.9

	Internet
	Ecommerce
	38.6

	Internet
	Visiting websites
	64.2


Percentages determined based on the number of cases (n = 145).

“Visiting websites” has been the response most frequently employed by the respondents: almost two-thirds (64.2 %) have reacted searching for the information displayed in the Romanian (52.4 %) and foreign (26.2 %) sites. Phone calls made to normal fee (28.3 %) and toll-free (15.9 %) numbers have been the second type of consumers’ response. The significant development of the Internet is the main reason for the relatively significant weight (38.6 %) of the consumers buying online different products and services (mainly IT products, apparels, personal care and clothing), higher even by comparison to that of consumers buying by mail (36.6 %, mainly non-food products). Reactions after the direct response press advertising campaigns have been less significant being employed by only 15.9 % of the investigated consumers.
Table 3. Information sources preferred by respondents

	Traditional
	%
	Direct
	%

	Daily press
	15.2
	Mail
	23.4

	Periodical press
	9.7
	Telephone
	5.5

	Radio
	9.0
	Mobile phone
	12.4

	Television
	37.2
	Email
	35.9

	Outdoor
	18.6
	Internet
	62.8


Percentages determined based on the number of cases (n = 145).

Traditional sources continue to maintain a significant position for the respondents as providers of information regarding the desired products and services. Television has been mentioned by more than one third of sample and holds the first position in this respect. Outdoor (18.6 %) and daily press (15.2 %) are coming, at an important distance, in the next positions while periodical press (9.7 %) and radio (9.0 %) have a rather peripheral importance as potential media to be employed in communicating with the respondents.

Direct and interactive sources obtain relatively better scores as providers of information. Internet has succeeded to get a significantly stronger position, not only within the category, but also by comparison to that of the traditional sources: almost two-thirds of the respondents (62.8 %) have indicated the net as being the primary source of getting in touch and knowing better the products and services sold in the market. Email comes in the second position (35.9 %) while the classical communication medium used in the direct marketing campaigns has been preferred by almost a quarter of the sample (23.4 %). Less important places are hold by the mobile phone (12.4 %) and telephone (5.5 %).

The need for a higher amount information presented in a more attractive way and an obvious lack of time for searching and processing the commercial information have provided significant opportunities, especially for the Internet, but as well as for the television to become the major sources of information for the consumers intending to buy different products and services. This seems to be the combination that provides a better and faster access to everything the consumer needs to know before deciding to buy. More, the interactivity brought by the Internet and supported by the email, offers the consumers the possibility to act rapidly and to avoid wasting time and money in fulfilling their specific needs.

Figure 1. Searching for versus receiving information about products and services
[image: image136.emf]Percentages of consumers preferring to:

26.2

7.6

66.2

search for receive both search for and receive


Two-thirds of the respondents (66.2 %) appear not to have a certain preference in terms of searching for versus receiving information about the products and services of interest for them. The balance between consumers preferring rather to search for (26.2 %) and those remaining aspiring rather to receive information (7.6 %) suggests an overall neutral, but somehow slightly less favorable attitude of the respondents towards an active behavior of the organizations intending to deliver them commercial information that may be needed in their decision-making process. Personalization is one of the most important and, in the same time, most distinctive characteristics of direct marketing. Respondents have been asked to express their opinion on how important is for them the possibility to receive commercial information about the products and services they plan to buy in a personalized manner. A half of the sample (50.3 %) has considered this possibility as being “important” (33.1 %) or even “very important” (17.2 %) while more than one-third of the respondents (36.6 %) have assessed it as being of an “average importance”. Only 13.1 % of the respondents appeared to be less concerned by this possibility viewing it “less important” (8.3 %) or even “not important” (4.8 %). An overall assessment of the importance of personalization using a semantic differential approach leads to an average score of 3.50 expressing a relatively high degree of importance associated to this characteristic.

4.   CONCLUSIONS

Based on the results provided by the research, the balance between the traditional and direct in marketing communication with consumers is illustrated through the following conclusions:

· significant levels of exposure of the consumers to direct media and instruments (mainly to the email marketing, mobile marketing, direct response advertising, mail order and even outbound telemarketing campaigns) suggest an increased importance of the direct communication component included in the overall marketing communication effort oriented towards the Romanian consumers;

· consumer responses to the direct marketing approaches express a rather cautious attitude towards its specific efforts as most part of the consumers seems to react demanding instead of searching for more information and only a minority buys products and services; still, the slightly higher percentage of consumers buying online than that of those buying by mail appears as a good sign for the future;

· a relatively high percentage of the consumers prefer the Internet as a source of commercial information and the good score obtained by the email (almost similar to that of television) may suggest that future marketing communication campaigns should not neglect the direct and interactive components; integration with television may lead to a significantly increased impact in terms of the consumer responses;

· the rather neutral attitude of consumers towards searching for versus receiving commercial information, as well as the balance favorable to the information searching, emphasize a certain concern of the consumer to avoid a potential harassment from the products’ and services’ providers and to protect, to a certain extent, his/her private space;

· the score characterizing the importance of personalization for the consumers expresses a rather favorable attitude towards the possibility of receiving dedicated commercial information through direct and interactive marketing campaigns;

· there is a significantly favorable attitude of consumers towards the direct marketing tools described by a relatively high degree of openness to the approaches through catalogs, mailings, SMS&MMS and emails; consumers have instead a more reluctant attitude towards the outbound telemarketing calls.

Last but not the least, all these results draw attention over the necessity to consider and integrate the direct approach within the marketing communication of the organizations present on the Romanian market. It can be supposed that direct communication, respectively direct marketing tools and techniques will not replace nor in the near future, nor later, the traditional marketing communication efforts. Still, the results of the research allow drawing the conclusion that finding the proper balance between the traditional and direct approach of the consumers can be the right way towards more effective and efficient marketing communication campaigns.

Major limits of the research are given mainly by the exploratory nature of the study and by the focus of the research effort on the Bucharest, as a target market. Thus, it is not possible to extend the results obtained at the level of this sample to a larger population. Still, these results could serve for the planning and conducting, in the future, of a more in-depth research on this topic.
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Abstract: Reviewing the papers written on this subject “CONTAGION VERSUS INTERDEPENDECE”, we can affirm that for being able to make the difference between the two terms, first of all we have to get to a concord regarding the definition of the two phenomena “contagion” and “interdependence”.

Through this paper we want to analyze if after a financial crisis arise on a market, this crisis will spread on other markets through the effect of contagion, or it will have an influence on the other markets as a side effect of the existing links between them.

We will inquire next two possibilities: the arising of a financial crisis will immediately propagate between the markets as an effect of the existing interdependences between the two analyzed markets; the arising of a financial crisis will have other effects then the one determined by the commercial, fundamentals or policy dependences.

Keywords: Contagion, economic links, interdependence

1.  INTRODUCTION

International investments’ spread and across country capital fast – movements’ marked the development of the financial markets and changed the correlations’ profile between the denominated goods in different currencies, which are transacted on different markets across the world. One market’s volatility reacts to the other markets innovations as the result of the financial integration, and this makes us wonder whether or not it reacts at some crises’ burst. Last decade financial crises effects initiated the research of financial crises propagation nature across borders, emphasizing contagion’s behavior. All the developed methodologies for the modulating of the contagion can be determined, as proof of the fact that the normal interdependences (in quite times) between markets must be taken into consideration before the propagation of the crises through the contagion channels. From the point of view of the fundamental links between the countries, we can sustain that there are dominating countries witch influenced other ones and countries that are being dominated. That is why the interdependence is being seen as the situation where the changing in one market’s policy leads to the changing of other market’s policies (in other words a country can be both the dominating and the dominated one, depending on the benchmark).
The co-movements during the quite times reflect the economics’ and financials’ interdependences, such as commercial links, capital flows and links between banking system, and are transmitted both ways. On the other hand, contagion is part of the unexplained, unforeseen and sudden.  This point of view corresponds with other scientific papers written in the same field, financial crises, including Masson’s (1999) study where the interdependences are the equivalents of what he calls the  “monsoon” effects and “spill over” effects with a residual called contagion; Calvo and Reinhart (1996) and Kaminsky and Reinhart (2000) sustain that there is a difference between the contagion based on “fundamentals” (interdependences) and pure contagion; Mody and Taylor (2003) state in their paper the fact that interdependences are represented by the vulnerabilities and contagion is represented by unexpected links. The issue that is brought into discussions is how we can determine the exact moment of the contagion’s apparition. An eventual way to determine that moment should exclude the interdependences between countries and the effects determined by the investors’ behavior, and so to determine the contagion in its purest form.

All the scientists that had studied the „propagation” of the past financial crises (from 1980 backward) had an easier task then the ones that want to study the propagation of the present financial crises and get them to the level of contagion because the development of  globalization in the last decades. In other words we can hardly find countries (without taking into consideration the underdeveloped countries, from the economic point of view, and also because of the lack of statistic dates can’t be used in analyses) not linked in a fundamental way to other ones through commercial links or appurtenances to the same capital market and so on. It can also be brought into discussion the fact that it should be calculated as much the contagion with the bad effects as the good one with its positive effects over the economy or the financial markets. However taking into consideration the positive effect would be contradictory to the medical definition of contagion (“the remittance of a disease from one man to another; contamination, infestation) from where the economic term was taken over. So, we can say, when it comes about contagion only about the negative effects of the crises. 

2.   STUDY

In this article we study the contagion phenomena, or in other words said the existence of the commercial interdependence for our country. To see if we can talk or not about contagion or interdependence in the case of the most recent crisis, the contagion propagation channels between the financial markets of the strongest countries and Romanian financial market can be studied. For analyzing this phenomena it rather be taken into consideration crises that have a smaller proportion and less length, because these one really have the most common characteristics of the contagion: the emerge is sudden, without being foreseen, only the bad effects are propagated, and creates panic across the investors.

One of the most recent events that brought on capital markets all around the world negative implications was the terrorist attack in the summer of 2005, in London. If we monitor the evolution of the stock market indexes the day after the attack we can see that the stock prices depreciated, on average, with 4%, which can be consider a real collapse for the principals markets. Dow Jones Stoxx 600 Index which measures the evolution of the most important stocks in Western Europe, dropped that day with 4.2%. Also FTSE 100 Index, from London Stock Market, had already lost 3.8% on that day, and Index from Paris Stock Market felled with 3.5%.The 2005 Attack spread his negative effects on some other markets, like: the pound and the dollar lost their value, while some old “escape currencies”, like the Swiss currency and the gold market, also known as the emergency hiding – place increased their value. We also spot another side effect, most probably not determined by the attacks, oil quotations dropped up to 4 dollars/barrel, after the historical maximal price was reached in the morning, over 61 dollars/barrel.
What we plan to study is whether or not these effects also propagate on Romanian Stock Market, and if so how much did they affect us. For the methodology we’ll use: first we will calculate the percent of foreign trade with different countries related to the total Romanian foreign trade, and then we will try to see if the links given by the foreign trade stay the same when it comes about the stock market indexes. In table no. 1 we marked out, the countries whereby Romania has transactions that exceeds with at lest 1% from the total foreign trade. The strongest Romanian’s trade links are with Italy (22.06 from total) and Germany (15.38 from total). We can also see that by totaling Germany’s, French’s, Italy’s, UK’s, USA’s (representing the countries with one of the most powerful capital markets in the world) and Russia’s, Hungary’s (as geographically neighbors) preponderance we overreach 6o% of the total foreign trade. The first deduction we can make, by fallowing the theories sustaining that the turbulences transmissions across the financial markets fallow in fact the fundamentals links between them, is that the emerging turbulences on these markets will also have repercussions on Romanian’s Stock Market. For being able to see the evolution of the Romanian’s Capital Market we will use the values of BET Index, representing the reference index for this market.

Table 1 Most important foreign trade partners

	Region
	Country
	%

	EUROPE
	Austria
	2.90

	
	Belgium
	1.67

	
	France
	7.03

	
	Germany
	15.38

	
	Greece
	2.38

	
	Italy
	22.06

	
	Netherlands
	2.63

	
	UK
	4.17

	
	Spain
	1.47

	
	Czech Republic
	1.15

	
	Poland
	1.39

	
	Hungary
	3.60

	
	Russian Federation
	4.69

	
	Turkey
	3.06

	
	Ukraine
	1.35

	ASIA
	Korea
	1.08

	AMERICA
	USA
	3.17


* Date’s source: National Institute of Statistic and own calculus

We can see in Figure 1 that right during the period of the London attack, BET Index started to follow an increasing trend that lasted until the end of the period; taking this into consideration we can sustain that the Romanian Stock Market wasn’t influenced by this event, and so we can’t talk about the contagion phenomena nor even about the manifestation of the trade links  (as shown in Table 1) or politically links (with European countries as a future member at that time of The European Union, with USA as a partner in NATO, and also with Hungary and Russia as our neighbors) that Romania has with the capital markets of the countries that suffered loses after this event.
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3.   CONCLUSION

The reasons because of Romania wasn’t influenced by the decreases on other markets might be the followings:   

· Romanian Stock Market is a young market, taking in consideration that in 2005 the capital account was liberalized;

· The crises on the other markets wasn’t strong enough and didn’t last for long;

· Romanian Stock Market is an emerging market and it’s difficult to identify precisely the real factors that influence the stock price evolution;

For the next studies we will try to highlight the impact of some bigger crises on 

Romanian, especially on Romanian Stock Market.
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Abstract: For most countries in Asia, especially in the emerging markets, the leasing industry continues to be hobbled by similar problems and challenges that, perhaps the more developed and mature markets among you hear must have experienced one way or the other, in the past. These include inadequate legislation, Rigid Regulatory environment and inappropriate tax laws, among others. While challenges abound, there are also opportunities ready to be explored and exploited. The growth in intra-regional trade spurred in large part by the optimistic Chinese economy is providing enough support for many developing Asian economies. Meanwhile, the growth of the information and technology as well as other business process related outsourcing services in the Asian countries, particularly India, China and the Philippines, is also proving to be a very good potential for growth. We can also take advantage of the various opportunities already present in our respective countries, and perhaps, seek practical innovations and value added services to further encourage the growth of our leasing businesses.

Keywords: Asian Finance, Asian financial crisis, Emerging markets, Leasing industry
1. LEASING INDUSTRY IN ASIA

In general, the Asian economies were characterized by strong export growths, higher levels of investments, low interest rates, high liquidity, and surging business and consumer confidence. The growth in gross domestic investment (GDI), for one, is a positive sign for a healthy long term growth for these economies. As economies grew across Asia, so has the business of Leasing. According to the latest World Leasing Yearbook issue, total volume of leases in Asia grew 13% in dollar terms to US$79billion as of 2005 (Asian Development Bank Report 2005). The biggest growths appear to be coming from Bangladesh with 45%, Korea with 35% and Sri Lanka with about 29%. The Philippines is looking at a 17% expansion in local currency terms, well above the 4.7% growth recorded in the last years.

Table 1. Annual volume growth (Euromoney World Leasing Yearbook)
	
	Annual volume growth (%)
	Penetration Rate %

	
	2004-2005
	2005-2006
	

	ASIA
	13
	21.1
	

	Bangladesh
	29.4
	45
	4

	China
	29.2
	-
	-

	India
	14
	-
	3.3

	Indonesia
	0.1
	14.9
	-

	Japan
	0.0
	3
	8.7

	Korea
	22.4
	34.6
	6

	Pakistan
	5.4
	20.4
	14

	Philippines
	4.7
	17.5
	3

	Sri Lanka
	28
	28.6
	15

	Thailand
	9.2
	9.6
	7


While leasing has grown in most Asian countries, it is almost non-existent or has completely disappeared in a number of countries including India and Singapore. But one thing common among the emerging countries is that there is a very low penetration rate for leasing in proportion to total capital expenditure on a per country basis. Unlike in the more developed economies like the US where penetration rates are in excess of 10% to 15%, the Asian emerging markets’ hover at no more than 5% to 6% (Euromoney World Leasing Yearbook 2005).

2. CHALLENGES AND OPPORTUNITIES IN ASIA LEASING INDUSTRY

For most countries in Asia, especially in the emerging markets, the leasing industry continues to be hobbled by similar problems and challenges that, perhaps the more developed and mature markets must have experienced, one way or the other, in the past. These include inadequate legislation, Rigid Regulatory environment and inappropriate tax laws, among others. The emerging Asian markets are also suffering from the absence of tax incentive programs, which could help further stimulate expansion in the industry. Sri Lanka has recently reduced capital allowances for machinery from 50% to only 12.5% starting in 2006 making it much less viable to do machinery leasing in their country.
For many mature leasing markets, the tax incentives and supportive legal and regulatory environments have helped spur the growth of their respective leasing industries. In Korea, leasing transactions are exempted from VAT under its current regulations. In Japan, on the other hand, the government has an investment tax credit program for lease as well as a lease subsidy program applicable to certain industries, wherein the Japanese government subsidizes part of the lease payments. Japan and Korea, needless to say, are among those with the biggest leasing volumes in Asia. Lack of Long term Fund Sources is also a perennial problem that has hounded emerging Asian market lessors. Currently, a significant portion of funds comes from short- to medium-term commercial bank loans. This has made it fairly difficult to package long-term lease arrangements with lessees while making lessors vulnerable to unnecessary interest rate risks. It is only quite recent that emerging market lessors have started looking at other funding options such as bonds, commercial papers and other marketable instruments.

Securitization is also emerging as a very potent alternative, however, not many emerging Asian economies have the depth and sophistication needed to engage in this kind of transaction. For some, there is still the need to put in place the infrastructure required to handle such financing structures. Nevertheless, a number of countries have started to adopt legislations aimed at achieving this end. Other challenges currently being faced by the emerging Asian leasing markets include competition from banks, shallow secondary markets for repossessed assets, and of course, a general lack of market awareness or appreciation of the business of leasing. The outlook for the Asian economies is expected to remain generally favorable in the near term, but the sustained high oil prices and a possible exacerbation of the global trade imbalances could render many of these economies vulnerable, particularly the poorer ones. Nevertheless, this may be cushioned by the continued inflow of investment and the sustained level of domestic consumption in these countries.

While challenges abound, there are also opportunities ready to be explored and exploited. The growth in intra-regional trade spurred in large part by the buoyant Chinese economy is providing enough support for many developing Asian economies. The Philippines is benefiting immensely from China’s remarkable economic growth as exports to China surged by 91% (Asian Development Bank Report 2005). This is similarly the case for Korea, Taiwan and most ASEAN countries. The need to boost infrastructure spending among developing Asian economies to enhance their global competitiveness offers a huge business opportunity for leasing companies to exploit. There have been increasing levels of investments in the energy, transport and telecommunication sectors in this part of the world. Meanwhile, the growth of the information and technology as well as other business process related outsourcing services in the Asian countries, particularly India, China and the Philippines, is also proving to be a very good potential for growth. In the Philippines, Call center business is a booming endeavor. Medical transcription and other backroom support services are now gaining grounds in this country as well. And the need for technology-based capital goods from these sectors will definitely help boost the business demand for leasing in the Philippines.The low lease penetration rate among Asian countries is an indication that leasing in Asia has a lot of room to grow. However, among the emerging leasing markets, much remains to be desired, particularly in the areas of legislation, taxation and regulation. There is therefore a need to take initiatives to convince the policy-makers to take a more proactive look at leasing, bearing in mind the crucial role that leasing plays in promoting the welfare of the small and medium enterprises for respective countries. Meanwhile, it can also take advantage of the various opportunities already present in our respective countries, and perhaps, seek practical innovations and value added services to further encourage the growth for leasing businesses. But while they are growing, they need to remain nimble enough to face the rapid developments happening in respective leasing environments and in the global market arena.
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Abstract: The paper starts by analyzing if there is a clearly defined European company law and if it can harmonize the rules applied by the Member States. In a second chapter, we will try to present the European view on corporate social responsibility and analyze if that concept could complete the legislation on company law. In the end, we aim to envisage how the legal provisions on European company encourage the application of corporate social responsibility principles. 
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1. EUROPEAN COMPANY LAW 

It is undeniable that there are a number a secondary legislation acts which regulates company issues, under Article 44(2)(g) of the EC Treaty , which grants the Council the power to ‘coordinate to the necessary extent the safeguards which, for the protection of the interests of the members and others, are required by Member States of companies or firms within the meaning of the second paragraph of the Article 48 with a view of making such safeguards equivalent throughout the Community.” The second paragraph of the Article 48 provides that ‘companies or firms’ means companies or firms constituted under civil or commercial law, including cooperative societies, and other legal persons governed by public or private law, save for those which are non-profit-making’. 
A second branch of secondary legislation is based on the Art. 308 of the EC Treaty, which grants the Council the power to take appropriate measures, “if action by the community should prove necessary to attain, in the course of the operation of the common market, one of the objective of the community and the Treaty has not provided the necessary powers. Such legal basis permitted the creation of the European company – a supranational legal person which exists alongside with the national counterparts. Since 1968, the EC has adopted 41 Directives and 11 Regulations in the area of company law (lato sensu), many of them having had “an important impact on national company law” (European Commission, 2003). The key policy objectives of the European Commission regards strengthening shareholders rights and third parties protection and fostering efficiency and competitiveness of business,  as crucial components of economic growth and job creation (European Commission, 2003). Despite the important number of relevant Directives and Regulation, it was impossible to cover the core areas of corporate law. As pointed out by the doctrine ‘ the Directives do not purport to deal with crucial issues like fiduciary duties, exit, expulsion, and redemption, transfer of shares etc.’(Halbhuber, 2001, 1406). Moreover, Luca Enriques notes that the EC rules have not a real impact on the governance and management of EU corporations, because “EC law, especially with respect to well established companies, is trivial, due to its scope, sporadic enforcement and parochial interpretation, because it usually covers areas on which Member States had already or would have legislated anyway, and […] given that most of its rules are optional, market-mimicking, unimportant or avoidable.”
The Commission recognized that ‘within the EU, Member States have different systems of corporate governance, which reflect their different cultures and the various views about the roles of corporations and the way in which their industry should be financed’ based on  the full comparative study, prepared for the Commission by Weil, Gotshal & Manges LLP, which concluded that the ‘EU should not devote time and effort to the development of a European corporate governance code: the study identified as a more valuable area for the European Commission to focus its efforts on the reduction of legal and regulatory barriers to shareholder engagement in cross-border voting (“participation barriers”) as well as the reduction of barriers to shareholders ability to evaluate the governance of companies (“information barriers”). In conclusion, the European Commission considered that there was little indication that the development of a European corporate governance code as an additional layer between principles developed at the international level and codes adopted at national level would offer significant added value. 

Even if the harmonization process regarding the company law started in the sixties, it is obvious today that there are still many steps to do before achieving a strong legal environment on the topic. As pointed out by John Armour, the consensus achieve saw for the first EC-level proposals has become harder to find as the European project has evolved and the “recent developments include the provision of a ‘menu’ of federal rules (as with the Takeover Directive), and the ‘comitology’ process of devolution of legislative competence to a committee of experts in relation to securities regulation. A third, and even less prescriptive form of approximation, is what has been termed ‘procedural’ harmonization.”  With a Commission which explicitly recognizes the importance of national diversity and with the reluctance of Member State of transferring their regulatory powers to the EU level, it seems that the Europeanization of corporate law could be achieved by non-binding instruments, such as corporate social responsibility instruments.

2. EUROPE – TOWARDS BECOMING A POLE OF EXCELLENCE IN CSR

The concept of corporate social responsibility has been developed in the USA since the 1960s (its paternity is attributed to Bowen), by the movement of business ethics which is essentially concerned with the professional transposition of a manager’s moral behaviour: the manager becomes a moral agent (Eberhard-Harribey, 2006). Corporate social responsibility has been affirmed itself in a number of European countries (as UK and Denmark), before being taken into account by the European authorities. At European Union level, corporate social responsibility has been defined as “the integration by companies of social and environmental concerns in their business operations and in their interaction with their stakeholders on voluntary basis” (European Commission, 2001). More precisely, being social responsible means that not only to fulfil legal obligations, but also going beyond compliance and investing more into human capital, the environment and the relation with stakeholders.  
In 2001, the European Commission Communication “Promoting a European Framework for Corporate Social Responsibility” aims that the European approach be the complement and add value to existing activities by providing an overall European framework, aiming at promoting quality and coherence of corporate social responsibility practices, through developing broad principles, approach and tools, and promoting best practice and innovative ideas and by supporting best practice approaches to cost-effective evaluation and independent verification of corporate social responsibility practices, thereby ensuring their effectiveness and credibility (European Commission, 2001). A year later, the European Commission presents a new communication on corporate social responsibility, “A Business Contribution to Sustainable Development”, which assesses one again the voluntary nature of CSR. However, the Communication reveals a synthesis of consultations on Green Paper on CSR, pointing out the complex view in the topic.
On the one hand, “enterprises stressed the voluntary nature of CSR, its integration in the sustainable development context and that its content should be developed at global level. Enterprises emphasised there would not be “one-size-fits-all” solutions. In the view of businesses, attempts to regulate CSR at EU level would be counterproductive, because this would stifle creativity and innovation among enterprises which drive the successful development of CSR, and could lead to conflicting priorities for enterprises operating in different geographical areas” (European Commission, 2002). On the other hand, “trade unions and civil society organisations emphasised that voluntary initiatives are not sufficient to protect workers and citizens rights. They advocated for a regulatory framework establishing minimum standards and ensuring a level playing field. They also insisted that in order to be credible, CSR practices could not be developed, implemented and evaluated unilaterally by businesses, but rather with the involvement of relevant stakeholders. They also asked for effective mechanisms to ensure a company's accountability for its social and environmental impact” (European Commission 2002).   
Despite the debate between the enterprises’ position (voluntary nature of CSR) and the position of trade unions and civil society organisations (regulatory framework establishing minimum standards and ensuring a level playing field), the Commission concluded that there is large consensus on CSR main features: CSR is behaviour by businesses over and above legal requirements, voluntarily adopted because businesses deem it to be in their long-term interest; CSR is intrinsically linked to the concept of sustainable development: businesses need to integrate the economic, social and environmental impact in their operations; CSR is not an optional "add-on" to business core activities - but about the way in which businesses are managed (European Commission, 2002). Moreover, the Commission aimed to establish a EU framework for CSR and defined the principles for Community action, pointing out again the recognition of voluntary nature of CSR (among the other principles: need for credibility and transparency of CSR practices; focus on activities where Community involvement adds value; balanced and all-encompassing approach to CSR, including economic, social and environmental issues as well as consumer interests; attention to the needs and characteristics of SMEs; support and compatibility with existing international agreements and instruments (ILO core labour standards, OECD guidelines for multinational enterprises) (European Commission 2002).
In October 2002, the Commission set up the EU Multi-stakeholder Forum on CRS to provide a platform for discussion and mutual learning by the main stakeholder groups at European level. The Forum revealed the same gap between the enterprises and the trade unions. However, into the Communication “Implementing the Partnership For Growth and Jobs: Making Europe a Pole of Excellence on Corporate Social Responsibility”, that the Commission addressed in 2006, it is pointed out that “CSR is fundamentally about voluntary business behaviour, an approach involving additional obligations and administrative requirements for business risks being counter-productive and would be contrary to the principles of better regulation” (European Commission, 2006).
The Report Howitt “on corporate social responsibility: a new partnership” proposes a new approach on the concept of corporate social responsibility, calling for the CSR debate at the European level to be 'depolarised' by neither supporting exclusively voluntary nor mandatory approaches. Furthermore, the Report suggests that a substantial increase in uptake of CSR practices amongst EU companies, the development of new models of best practice by genuine leaders amongst companies and trade union bodies of companies in different aspects of CSR, the identification and promotion of specific EU action and regulation to support CSR, and the assessment of the impact of such initiatives on the environment and on human and social rights could comprise the Alliance's core benchmarks of success; and that a deadline of two years be set for completion of the work of the 'laboratories' set up under its umbrella as suggested by CSR Europe. 
Even if the official position in Europe states that the corporate social responsibility concept is purely voluntarily, some remarks may be highlighted. There are a number of regulations concerning the protection of the interests and needs of the parties affected by an enterprise’s activity. As regards the employees, there are regulations on safe and safety at work, that go from establishing general provision (Improving the health of workers (framework Directive, Community program for employment and solidarity – PROGRESS (2007-2013), European foundation for the improvement of living conditions (EUROFOUND), to provisions regarding the protection of specific groups of workers or regarding workplace, about equipment, signs and loads, chemical, physical and biological agents. Other regulations regard collective redundancies procedure, protection of employees in the event of the insolvency of the employer, safeguarding the employees’ rights in the event of transfers of undertakings. Specific provisions apply to posted workers and there are regulations to establish the principle of equal pay and the equal treatment in employment and occupation. All the above mentioned provisions limit the discretion of the business actors.  On the other hand, environmental law impose constraints with regard to manufacturing process or use of facilities. 

3. SOCIETAS EUROPAEA AND EUROPEAN LEGAL CULTURE(S) 

The creation of the European company enables the actors of the single market to develop their European business in a new legal form, which coexists with the national legal structure for companies. The legislative process was long and cumbersome, since first proposal dates from 1959, but the Commission did not formally propose a regulation on the Statute for a European public limited – liability company until 1970, which was amended in 1975. After 1975, little progress was made and the formal acceptance of the proposal was achieved in 2000. One of the reasons of the delay was the debate on employees’ involvement in the company management, caused by the widely varying national legislation. This issue was solved by the approval of the Directive on worker involvement (on the same day as the Regulation on SE). The debate on employees’ involvement is not only a cause of the delay in implementing a reform in European company law, but also a proof of the diversity of legal cultures in Europe.

As regards its incorporation, a SE may be formed by one of the four methods provided for by the Art. 2 of the Regulation:

· Article 2 (1) - a merger between national companies provided that at least two of them are governed by the law of different Member States
· Article 2(2) - the formation of a holding SE provided that each of at least two of the companies:

(a) is governed by the law of a different Member State, or

(b) has for at least two years had a subsidiary company governed by the law of another Member State or a branch situated in another Member State

· Article 2(3) – formation of a subsidiary of companies from a minimum of two Member States

· Article 2(4) – transformation of a public limited company that had a subsidiary in another member state for at least two years. 

The Regulation 2157/2001 provides a number of rules that could constitute the starting point in developing a European CSR action, as those regarding management and employees’ rights. As regards management, the Commission Communication concerning CSR (2002) pointed out that “increased convergence and transparency would be desirable in the following fields: Codes of conduct; Management standards […]”
On the other hand, the Regulation on SE imposes that (14) an SE must be efficiently managed and properly supervised. Furthermore, when a registered office of an SE is transferred from a state to another, the management or administrative organ shall draw up a report explaining and justifying the legal and economic aspects of the transfer and explaining the implications of the transfer for shareholders, creditors and employees (Article 8 (3)). The same rule applies when the SE is formed by merger or in case of formation of a holding SE (Article 32(2)) or the conversion of an existing public limited-liability company into a SE (Article 37 (4)). The legal rules abovementioned transpose principles of corporate governance, but also let the companies establish, through codes of conduct or management standards voluntary principles for sustainable development and responsible behaviour. The European legal frame (mandatory for each SE) might be completed and further developed by soft law in order to build the pole of excellence in CSR.
The same reasoning may be applied for employees’ rights. The considerations of the Regulation provides that “(19) the rules on the involvement of employees in the European company are laid down in Directive 2001/86/EC(4), and those provisions thus form an indissociable complement to this Regulation and must be applied concomitantly. Moreover, “Directive 2001/86/EC is designed to ensure that employees have a right of involvement in issues and decisions affecting the life of their SE. Other social and labour legislation questions, in particular the right of employees to information and consultation as regulated in the Member States, are governed by the national provisions applicable, under the same conditions, to public limited-liability companies ( Considerations – Para. 21).” It may be asserted that mandatory provisions which are applicable in all the 27 Member States constitute an impulse for a CSR action at European level and may encourage the creation of European code of conducts or European management standards. From legal provisions which create the framework of the new form of company, the voluntarily implemented rules go through concerns regarding environment, consumer interests, social responsibility. Legal rule is replaced by standards and legal sanction by peer pressure and naming and shaming.  
But, the history of the approval of the SE, the long debate and the difficult compromise revealed the fact that an important problem in reaching a European idea on CSR is the difference in the legal culture of the Member States. As an example, the varying cultures regarding the employees’ involvement caused the 30-years delay in the approval of the regulation. Or the national law plays a key role into the incorporation and functioning of the SE, since the regulation does not provide for a central regulator for the SE and the Art. 68 expressly specifies that “the Member States shall such provision as is appropriate to ensure the effective application of this Regulation”, including the designation of “the competent authorities”. This means that each national legal culture shall impose its specificity regarding the procedural rules which ensure the “effective application” of the European law, but also the institution which shall administrate the procedure. The European mandatory rules will be nuanced by the national touch, which will also influence the voluntary actions regarding CSR.
An even more “non-European” view on CSR may be brought by the companies whom head office is not in the Community, since the Article 2 (5) of the Regulation allows a Member State to provide that such a company may participate in the formation of an SE provided that (1) that company is formed under the law of a Member State, (2) has its registered office in that Member State and (3) has a real and continuous link with a Member State’s economy” (“according to the principles established in the 1962 General Programme for the abolition of restrictions on freedom of establishment. Such a link exists in particular if a company has an establishment in that Member State and conducts operations therefrom” as specified in the Considerations, Para. 23). 
In conclusion, the European aim to become a pole of excellence in corporate social responsibility may be achieved by the activity of European companies, as multinational companies under European law, but also under the influence of European culture and ethical principles. Further analyses shall try to establish if there is a European approach in company law and if there is any difference between an international multinational company and the European company, as regards legal but also ethical constraints. 
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FISCAL SETTELMENTS AND THEIR IMPACT UPON THE SMALL AND MEDIUM BUSINESSES PERFORMANCES
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Abstract: The globalization of the economic and financial activities has become a reality through eliminating the commercial barriers and the obstacles from the modibily of production factors. There are some problems in what concerns the localisation and de-localisation of the businesses activities, espacially for the small and medium ones, considering the fact that their acitivity represents over 80% from the gross national  domestic product. In this case the atractivity of one territory can be determined by: the market, the competition, the cost of capital and labour, the quantity and the quality of goods and servicies, infrastructure and many others. 

The paper aims to underline the impact upon the medium and small businesses of the modifications of the fiscal regulations, especially of the profit tax and  revenue tax unpon micro-enterprises, in order to oversee the effect at macroeconomic level.

Keywords: fiscal competition, fiscal regulation, globalisation, small and medium businesses

1.   GENERAL CONSIDERATION REGARDING THE SMALL AND MEDIUM BUNISESSES
The small and medium businesses are imposing themselves like the motor of economical and social growth through all over the world. Their dymanics is influenced by the way the area were they are located is organized and runed, by the social and economical turbulences (Carree and Thurik, 2003). The theoretic frame asociated with the small and medium businesses concept is debated in the theories regarding the industrial evolution who is stating that the firm is stimulating and generating economic growth (Jovanic, 1982; Klepper, 1996). 
A new challenge is introducing the fiscal competition in the ecuation of the atractivity of one territory  upon the economic activities. The common market and using a unique currency -  euro, have as effect knowing and the transparency of the costs of the production factors that have the authority to influence the financing and the competitivity capacities, that are, according to Krugman (1994), a way to measure the performance of one country, seen through the increasing productivity, this being consider responsible for the wealth of that country. In the context of the new economic geography as part of the localisation of the enterprises (Krugman, 1991, Fujita and Krugman, 1999, Baldwin, 2003) the effects of the fiscal competition seen through the national fiscal regulations will be felt according to the agglomeration degree, knowing that in the traditional models (Wilson,1999) the capital outturn is decreasing if this effect does not exist. The study realized by the K.P.M.G. (2004) is indicating the importance of fiscality connected with the labour cost, the public servicies quality and the transport. The result are on the same line with the ones obtained by De Mooij and Ederveen (2003) and are revealing a high sensibility of the investments towards the fiscality materialized in the fact that an increase of the tax quota with 1% will reduce the foreign investment with 3,3%. 

2.   THE IMPACT OF THE FISCAL REGULATION UPON THE SMALL AND MEDIUM BUSINESSES

Direct taxation is a national prerogatives In the European Union. Coordination can be see in the case of the indirect taxation (Value Added Tax, excises) and in the case of the fiscal economy. When it comes to the profit tax in the European Union we can clearly see two trends: on one side, the strategy to establish punctual measures to reduce the fiscal distortions; on the other side, the consolidation strategy of the fiscal common base for the active enterprises and it’s assigning bteween the reckon states, upon a pre-defined and estabilshed formula taking into consideration the turnover, the wage or the intangible assets level. These strategies are aiming at eliminating the fiscal competition distorsions, tide up to the nationality of the enterprise, and at fighting against the trend among enterprises to relocate their profit but not their activity.
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Figure no.1 The nominal adjusted tax quota for the profit tax in the E.U.-2005 Source: Eurostat, 2007
The great differences that are seen can lead to the foloowing questions: What should a country with a high level of fiscality do in order to attract more investors but at the same help the national enterprises?, If the tax rates are low will the enterprises be incited to relocate their activity in countries with a more flexible fiscal system? Will the fiscal competition oblige the countries with a higher fiscality to decrease their tax rates, followed by a decrease of the public expenditures, or to rethink the fiscal system, in the sense of inlarging the tax base for the less mobile factors (labour and capital)?
Thus,the Lisbone starategy is evidentiating a series of fiscal regulation that will help the small and medium business activity like: tax free, subventions for reserach and development or fiscal credits. Each country will have the capacity to use different mechanisms to support the small and medium businesses activities, for example, France is the first country to introduce a special fiscal system to sustain the innovating businesses. The stimulents are regarding: tax free for the first three years when the businesses are obtainting profits; decreasing the profit tax up to 50% in the next two years; tax free for a 8 year period for the social contributions afferent to the highly qualified    labour. Furthermore some countries are practicing a different fiscality when it comes to this sector – see table 3.

Table no. 3 Tax quotas for the small and medium bunisesses in Europe, 2006

	Country
	Quotas

	Spain
	30% if the profit is ≤ 90.152 euro

35% for the rest

	Estonia
	0% for the reinvested profit

28,27% for the net distributed amount

	France
	15% if the profit is ≤ 38.120 euro

	Portugal
	20% for a three years period or less if the annual turnover is ≤ 149.639 euro

	Romania (for micro-enterprises)
	2,5% from the anuual turnover in 2008

3% from the annual turover in 2009

16% from the profit


(Source: Direction de la legislation fiscale – The National Statistical Institute-Romania)

Furthermore, in Romania the social contibution domain is representing approximately 47,5% from the gross salary, much more than the european average of 35,6% but also over the average of the last 10 adhere countries in 2004, where the social contribution are repesenting 34,7%. The small and medium businesses will locate their activity according to the after tax outturn, which is evidentiating the fact that the tax is seen as a payment for an received service, and the localisation of the activity will be done according to the balance between the goods and services received and the taxes paid, which in the case of the small and medium businesse tends to be the optimum one.

3.   Study regarding the small and medium businesses in Romania

The small and medium businesses sector  is very important in Romania because: contribute with almost 70% to the formation of the gross domestic product; assures almost 2.600.000 working places that beeing 60% of the total active population; contribute with 60% to the formation of the state consolidated budget; contribute directly to the romanian exports – almost 50% of those are done by the small and medium businesses sector.
In order to make more attractive the romanian territory from a fiscal point of view (the Czech Republic has diminish the profit tax from 24% to 21% in 2008 and in 2009 it will be 19%, as for the dividend tax Poland is using a tax of 19%, Romania 16%, Bulgaria 5% and there are countries where this revenue is tax free like Croatia, Hungary, Slovakia) the fiscal system makes the following amendments regarding the small and medium businesses: the possibility to choose an absortion system fitted with the development strategy of the entreprise; deductibility of the credits interest, if the indebtment ratio is lower than 3, and if the small and medium business is a profit tax-payer this will lead to fiscal economies; fiscal regime to integrate the revenues; the possibility to choose between beeing a profit tax payer (16% applied to profit) or beeing a revenue tax payer (2,5% applied to the annual turnover in 2008 and 3% from the annual turnover starting from 2009). 
All these components had as effect, after 2004, the increase of the small and medium businesse number which has a positive influence upon the economic environment, the foreign investments flow and the gross domestic product (the incresase is 60,78% in 2006 face to 2004, in correlation with an increase of the foreign net investments flow, which is increasing in 2006 face to 2004 with 75% and with the small and medium businesses increase of 14% face to 2004 – table 4)

Table no. 4 The evolution of indicators in Romania, 2004-2006

	Indicators
	2004
	2005
	2006

	GDP (million lei – current prices)
	246.371
	288.176
	344.536

	Foreign investments (million euro – net flow)
	5.183
	5.213
	9.060

	Small and medium businesses number
	402.996
	431.135
	459.972

	% fiscal revenues in GDP
	29,4%
	31,6%
	33,4%

	ROA – small and medium businesse sector
	8,38%
	6,64%
	7,05%


Source: INSSE, MEF, BNR

The ROA (Return on Assets) evolution is correlated with the results of the Gallup (2006) boring which mentioned that the regulation fluctuation  (especially the flat tax) are seen as effective by 275 small and medium businesses, while 53% of them were stating that this is not affecting them at all. This is why in 2005 this sector is registrating a high modificatin of the ROA level – this is the year when the modificatio of the tax qoata levied upon the small businesses has been change. The next study has been done upon a small business whos option was  - revenue tax.  There are some differences betwen this case and the one with the profit tax option. 

Table no. 5

	Elements (lei)
	2004
	%
	2005
	%
	2006
	%
	2007
	%

	Turnover
	157.710
	100
	165.088
	4,67
	193.985
	23
	320.100
	102,8

	Operating expenses:

-without deductibility
	102.088

500
	100
	90.798

155
	11,23
	116.391

999
	14,1
	233.787

0
	129

	EBIT
	55.622
	100
	74.290
	33,5
	77.594
	33,85
	86.313
	55,1

	Interest expenses

-without deductibility
	6.480

3.151
	-
	6.480

1.990
	-
	4.741

0
	-
	3.361

0
	-

	EBT
	49.142
	100
	67.810
	38
	72.853
	47,9
	82.952
	68,8

	Capital (medium value)
	11.200
	-
	12.080
	-
	12.880
	-
	12.987
	-

	Financial debts (medium value)
	65.450
	-
	52.268
	-
	37.347
	-
	21.047
	-

	Indebtness degree
	5,84
	-
	4,33
	-
	2,9
	-
	1,62
	-

	Profit tax
	13.198
	100
	11.193
	-18
	11.816
	-18
	13.272
	1,1

	Revenue tax
	2365
	-
	4953
	-
	3880
	-
	6.402
	-

	Fiscal economy
	832
	100
	718
	
	759
	
	538
	


We mention that a favorable impact upon the small and medium businesses had had the decrease of the contributions levied upon labour, decreases influenced their percentage in the turnover from 33% in 2004 to 29% in 2007.For 2008, the enterprise takes into account locating a part of it’s activity in Bulgaria, because it will become a profit taxpayer and there the tax rate is 10%. Furthermore the fiscal pressure upon the labour is less than 7% face to the one from Romania.
4. CONCLUSIONS

Romania has good and bad points when it comes to the atractivity of it’s territory for creating new small and medium businesses or developing the existing ones.

	Good points
	Bad points

	· increasing work productivity

· predictability of the exchange course

· upholding the businesses incubators

· assistance for accessing the european funds

· proper informations for accessing the european funds

· flat tax and the possibility to choose between a profit or revenu taxpayer (with respecting the legal stipulation)

· increasing market

· accounting standards (IFRS)

· simplified fiscal forms and the possibility to send them on-line
	· high contribution afferent to salaries

· instability regarding the taxes owed

· impossible to put up a business plan for along period of time because of the fiscal instability

· labour force deficit

· there are almost no deduction for upholding this sector, especially fot the reinvested profit

· migration of the qualified labour force

· upgrowing inflation

· big diffeences between the educational system and the real economy – the demands on the labour market

· scrubby infrastructure
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EVALUATION SURVEY OF CONSUMERS PREFERENCES REGARDING THE MEAT PRODUCTS 
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Abstract: Meat is one of food stuff often manipulated in nutrition. Because of its various origins (beef, port, mutton, poultry etc.) a special attention will be paid to this product. When it is directly received from slaughter house or other economic units, it will be especially pursued the approval of veterinary, materialized by a stamp put on big pieces (carcass): its lack determines this product refusal. The survey purpose was to identify the population purchasing gestures and preferences in Bucharest according to the advertisement and publicity, price, quality, assortment, aspect, personal income, quality of provided services etc, all of them on the opinion of the population in Bucharest.
Keywords: meat, probability, questionnaire, reprezentativity survey, sampling

1.   INTRODUCTION

The survey is a disguised study, pursuing to identify the impact of economic changes over the population behavior, especially general phenomenon of population poverty. Marketing proposes to meet the consumers’ needs and wishes, satisfying them, although knowing their preferences and tastes is not at all so simple.An economic unit, which develops its activity in the fields such as: trade, tourism, transport, culture, cinemas, theatre, public catering (restaurants, bars, etc.) is really interested in knowing the buyers preferences, wishes and expectations related to their personality, social status and purchasing power.The real object of the survey is observation, measurement and analysis of consumers preferences on meat products; subtle relations between various economic and social indicators. From this perspective, the survey questionnaire was also built.The evaluation of the consumers’ opinion needs the data collection from primary data source, the consumers, in order to be able to put into evidence the following aspects, according to the responses received: Who are the consumers; Which are the demand characteristics on the meat products market; Which are the consumers preferences; Which are the mostly sold meat products; Which are the main attributes on which rely the purchasing decision of meta products; Characterization of purchasing behavior; Which are the changes to be made on the consumers opinion. Population-target of the survey belongs to all the main categories of age and income in Bucharest Municipality.
2.   COLLECTION METHOD

 2.1. Building up the questionnaire
Questionnaire used to investigate the market, allowed to obtain from the subjects some information of qualitative type, which facilitated to deeper and deeper know the aspects of meat products demand, which cannot be approached based on secondary sources. The questionnaire is composed by the principle „funnel”, starting with eliminatory questions, then general ones and ending with specific ones. 

The questionnaire includes 21 questions, a lower number in comparison with the great complexity of the subject – „Evaluation of the consumers’ preferences regarding the meat products”. Its motivation consists in the fact that the survey has a strictly didactic character, final purpose being to practically apply how to set up the priorities to analyze, build up the sample and the questionnaire, to collect and interpret the data. In spite of this, the survey is carried out professionally, has representatives at level of the population in the capital.
2.2. Data sampling and collection method 

Sample includes 300 persons and sampling method used was by quota, knowing the population structure by age and income. This procedure was chosen because it is much cheaper than probabilistic one and, also, because of the impossibility to observe the conditions to carry out a random sampling. Sample size was calculated according to the relation:

n = Z2*p (1-p) / ∆2w =300 persons   Where: 
∆2w   = maximum admitter error (maximum value being 5%).
Survey coverage was at level of Bucharest municipality, because represents the highest domestic market, here being focused most of the firms producing and selling agro-food products; generally Bucharest people have income over the average and are more cosmopolitan. We can consider Bucharest almost representative for the whole country.

3.   ANALYSIS OF RESPONSES AND PRESENTATION OF SURVEY RESULTS

Most of the buyers act by the principle of maximum satisfaction, but their liberty to choose is influenced by the budget size and the price level. Satisfaction of respondents about the quality-price ratio of meat products led to the following distribution of responses: about half of respondents (48%) replied „so and so”; 43% replied that they are only satisfied, and very low percentage (5% and 4%) replied that they are very satisfied and respectively not satisfied .Regarding the elements on which realy the definition of a high quality, a very important elements in choosing the meat products is the „color” (43.66%) considered as the most adequate alternative. At the same time, a very high percentage was obtained by the alternative„ pleasant smell” (26.67%), for certain persons having an important influence over their health. „Other” registered a percentage of 15% and freshness (14.67%), thus aspect and smell respectively exterior elements of meat products are very important for the consumers.Further, if we want to analyze the consumers, we should take into account that for purchasing the meat products, the price is in most of cases a decisive element, appearing differences between buy and prefer. Thus, concerning preferences for assortments considered to be „luxury”, respondents oscillated according to the price, for instance 54% preferred „turkey”, considered to be cate; 16% chose „rabbit”; „duck” and „pheasant” with a percentage equal to 15% among consumers’ preferences.Besides those who put their preferences in the first place, there are those who buy effectively taking into account material availabilities. Thus, 55.67% eat poultry, while the rest of the respondents (44.33%) eat between pork, beef and other. We can conclude that in the last years, the consumers preferences were diversified, due to the higher living standard and the supply diversification; as well as the market globalization as a whole. Thus, the respondents prefer besides meat traditional products (pork, poultry, beef) and hunt because of its nutritive properties and special taste regarding this category of meat. A special importance to choose and buy meat products is held by the packing which represents exterior cover of a product meant to be sold/ bought and constitutes an important selling promotion also called „mute seller”. It assures the product protection against physical, chemical, physical and chemical and biological factors.The aspect stimulates the memory and creates emotional situation contributing to the purchasing decision. The packing communication value is carried out by view and design, the main types being the material form, color, structure. It also provides useful information to the buyer regarding the chosen product. Thus, most of the consumers (66%) considered to be essential (important and very important) the packing aspect, 19% were indifferent and about 15% considered less important and not at all important. Regarding the appreciation of labeling, the product label plays important functions such as: identify the product, describe the product (sums, quality, size, contents, quantity, price etc.) All these elements are considered to be useful for the consumer/ buyer to take the decision of purchasing the meat products.

At present, the label provides lots of information, also regulating the products labeling, creating a real barrier in the way of trade with qualitatively non-corresponding products, pirate products or fake. Following the registered responses, it was noticed that 48% of respondents considered that meat products are „so and so” labeled; 26% replied „good label”; 16% very good label and only 10% replied to be wrong labeled .At the same time, price can constitute an important criterion in the process of selection and purchasing that product. It is related to the reason of each consumer. Thus, the quantity of a product which the consumers want to buy at a certain moment depends on its price. The higher is the price of a product, the less the consumers will want to buy it; the less is the price, and the higher is the required quantity of that product. We can appreciate that the value of a product relies both on tangible elements (product quality, advantages), and on intangible ones (feel-good factor taken into account for luxury product). Half of surveyed persons (50%) estimated that only occasionally the price influences the purchasing decision; 27% replied that never the price of meat products influenced their purchasing decision and 23% replied that the price is a decisive factor, to buy the meat products. We can conclude that the consumers are more interested in quality, packing (type of presentation), meat products trademark and less their price.Trademark is considered a fundamental element of trade strategy, based on the difference introduced in the supply of goods and services. Being a means identifying the products of a certain firm, trademark provides the buyer the possibility to quickly direct to the products qualitatively checked, belonging to the producers who gained a good fame. Besides the functions considered to be classical – products identification, guarantee of a constant qualitative level, under the conditions of higher and higher difference of goods supply, the “function of trademark competition” was pointed out and accentuated further on.Because of strong competition, in the last 15 years, big companies producing food started to use food additives, to give the products higher properties and prolong the products duration. It was noticed that certain food components we daily consume, have poisonous influences over health, favoring systematic intoxication of the body.In Romania, most of traded products contain food additives with long term noxious effects, with average consumption of 2.5 kg E yearly. In spite of researches on the E, of which also resulted benefic categories, most of consumers (65%) ignore their existence, considering them noxious and dangerous; 25% replied „so and so” and only 8% and 2% considered „a little benefic” and „benefic” the effect of the E over health. The structure by age group belongs to the category of demographic factors which represent the population and processes structure. At level of consumer, there are important variables such as: life cycle stage, gender, marital status. Age creates differences among purchasing decisions, when getting older changes are produced and should be taken into account, because they change the consumer behavior. The structure of buyers’ categories by age demonstrated that 39% of surveyed persons were over 40 years; 31% were 20-29 years; 25% between 30-39 years and only 5% under 20 years. We can conclude that respondents are trained consumers, having seniority on the consumption of meat products and have a good knowledge of qualities, prices, assortments and aspects of these products etc. At macroeconomic level, the consumer income is the essential factor which by size, type, dynamics, and time distribution, destination etc. is the material premise of the consumer behavior and the main restriction imposed. It is pointed out that not all goods and services have the same sensitivity at level of income. For instance, when one persons income is lower, expenditure for durable goods and for cultural-amusement activities are mostly affected. As a result, the most important criteria in adopting the decisions are functionality and price. Most of respondents (over 40%) have income over 2000 RON, 25% between 1000-2000 RON and 25% between 700-1000 RON. Young people who represent only 5% of consumers’ structure have an income under 700 RON.
 4.   CONCLUSIONS

Meat is one of food stuff often manipulated in nutrition. Because of its various origins (beef, port, mutton, poultry etc.) a special attention will be paid to this product. Meat reception from economic units is done only if at least six hours passed from animal slaughtering.Organoleptic examination of fresh, refrigerated and frozen meat consists in appreciation of the following qualitative indicators:

Exterior aspect – is usually estimated at natural light, both at surface and in deeper strata. Fresh and refrigerated meat has at surface a white pearly cover, shinny and elastic conjunctive fabric, (a dry strip); in the section it is slightly wet, tendons (muscles ends) are shinny, elastic and tough. If refrigerated meat is touched with hand, it does not stick by fingers and gives the sensation of cold.

Frozen meat aspect is compact block, covered with a thin stratum of fine ice crystals.

Clean color – fresh and refrigerated ranges from pink to red by species, age and animal fattening stage. Generally, adult animal meat is red and young one is pink. If frozen meat is pushed with finger or warm knife, that place becomes live (intensive) red.

Consistency (elasticity) – is estimated pushing with finger at meat surface. It ranges from animal age and fattening stage. Thus, adult animal meat is more consistent that that of young one because it has a lower water content. Frozen meat is tough; striking it with tough objects a clear sound is heard. Defrosted meat is very little elastic, traces by touch with finger coming back hardly and incompletely.

Smell – is directly appreciated smelling the surface and fresh section, paying attention especially to deeper fabric close to the bones. Smell of fresh and refrigerated meat is nice, being characteristic to the species due to its volatile components. Frozen meat has not smell and defrosted as well as fresh one has the species characteristics.
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SERVICES FROM THE PERSPECTIVE OF SERVICE-ORIENTED ARCHITECTURE
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Abstract: Dynamics of economic environment and globalization force companies and their information systems to be more flexible. In addition, many companies use many heterogeneous information systems and not only one, which hinder data access in a uniform way from multiple systems and may negatively influence the success of a company. One possible answer to these problems consists of the use of a service-oriented architecture in development and integration of information systems. The concept around which is built this type of architecture is the concept of service. Although it is the main concept of SOA, it is not clearly defined in literature. Thus, the concept of service (in terms of SOA) now means everything from web services (technical approach) to business processes (business-oriented approach). Given these facts, the authors propose a new approach for defining and analysis of services, an integrated approach from a technical and business view. This approach is useful in service identification, service specification, service realization, service composition and service implementation.
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1. SERVICE ORIENTATION AS A TECHNICAL AND CONCEPTUAL SOLUTION FOR ADAPTIVE INFORMATION SYSTEMS 

The quality of business information systems and applications should be tested against their compliance with business requirements, of which, effective management of internal processes and relationships with external partners, as well as the adaptability of software solutions to business changes are particular important. At present, the Service Oriented Architecture (SOA) is commonly perceived as a foundation for flexible integration solutions, both within the enterprise or on a cross-organizational level. SOA is an architectural style which captures the structuring of a modular system consisting of abstraction units known as services. A typical feature of SOA is the two-folded perception of services, from both technical and business perspectives. 

On a technical level, services are uniform interfaces to various applications and components; though SOA does not prescribe a specific solution for service implementation, Web services are the most usual solution, as they comply with a set of standards (SOAP, WSDL, UDDI etc.) that support the integration of heterogeneous systems. However, in spite of technical interoperability, the quality of SOA solutions is decisively affected by the business perception of services and the manner in which SOA solution is defined on a conceptual level. From such a perspective, services allow business logic modularization by abstracting repetitive functions which are reusable in various business processes. As a direct consequence of business and technical perceptions of services, SOA accommodates a multi-layer approach, which includes the following abstraction levels:

· Presentation – Integrates services from final users’ perspective and their roles when interacting with the system; portals are typical examples of composite applications offering a unifying view on systems, services or processes. Separation of business logic and presentation is recommended for flexibility reasons. For instance, a process may be triggered automatically by a web service invocation, as well as thorough a web browser, at the explicit request of an authorised user; however, the process has the same logic and is carried out in the same manner, regardless of the nature of the call or the layout used for displaying the results.       
· Business processes – Describe the business logic through activity flows which transcend departments and business applications. In SOA terms, processes are defined as service orchestrations, which are easy to reconfigure out of the same service portfolio and new business rules when the business context changes. Process definitions are instantiable and executable on dedicated servers known as business process engines (BPE). 

· Services – In order to accommodate cross-application business processes, services allow business logic modularization, while acting as a standard interface to the application level; services offer uniform access from the Internet or the intranet to systems that actually implement business functions. 
· Implementation – This level hosts applications that implement service functionalities - monolithic systems (e.g. CRM, ERP), BI applications, components built on various technologies. 

Just like components, services are structural constituents of composite applications, which facilitate the modularization of the analysis domain in terms of its specific functionalities and thus enable the development of information systems that are easily adaptable to business changes. However, in case of SOA systems, changes affecting the business environment usually require service reorchestration into new processes, without affecting implementation as it happens with traditional applications. That is because service relationships are specified declaratively, on a process level, through weak, logical links, while the corresponding components and applications remain independent. On the condition that services are defined on an adequate abstraction level (exposed operations are business relevant and functionally coherent), service orchestrations are meant to capture the logic of real-world business processes. In fact, any technical consideration is deliberately left out, in order to operate exclusively on a business level, with business functions abstracted as service operations and business rules for connecting services captured by process definitions which are executable on specialised severs. As a consequence, decision makers are likely to have direct control on business processes and business logic changes can be straightforwardly implemented. However, SOA systems’ adaptability to business changes cannot actually be achieved unless constituent services meet the requirement of business relevance.

2. CURRENT APPROACHES IN CONCEPTUAL MODELING OF SOA SYSTEMS 

Available literature on service-oriented architecture credits this architectural style with aligning business and IT, which conveys the idea of SOA systems’ adaptability, as changes in business logic are easily isolated and operated within the information system. In theory, this flexibility stems from the double-folded perception of services, as elements which modularize applications as well as business processes. In reality, SOA adaptability to business logic adjustments is hardly a direct and immediate consequence of a business approach to service definition remaining more of a goal than of a distinct feature of this sort of systems. Such a state of facts is due to the lack of a generic solution for defining services as abstractions of business functionalities; standard solutions for interface specification are exclusively technical (Web services) and do not address conceptual modeling problems. In the realm of SOA, business-IT alignment is actually dependant on identification and application of appropriate means and “measures” for business logic modularization in form of services, so that changes occurring in the business environment would lead to minimum adjustments of the information systems. This points out to the imperative of conceptualising and defining services in a generic, uniform manner, independently of the business context, so that business changes, though causing adjustments on a particular logical level of SOA (presentation, processes, services, or implementation) would not affect the system as a whole, altering the way in which the business logic was modularized into services. 

There are two prevailing approaches to service identification and definition on a conceptual level, as services stem from functional requirements of the system or from business processes’ models. However, despite the impressive number of existing literature on SOA modeling, conceptual definition of services still remains a challenging issue; in our opinion, existing methodologies for service-oriented analysis and design fall short of providing a satisfactory solution, as the responsibility area of each service is set in a rather intuitive and therefore contextual manner, which negatively impacts on:

· Service reusability – It’s restricted to the organizational context on which services are based while the actual possibilities of reusing services in conditions other than identical to those available at the time when requirements and processes where defined are rather unlikely.

· Service granularity – Functional coherence and business relevance are commonly used as criteria for assessing service granularity; SOA literature typically recommends defining coarse-grained instead of fine-grained services in order to ensure business relevance of services. However, as business relevance and the subsequent service granularity are difficult to assess (depend on the perspective considered) and therefore unlikely to be standardized, such generic recommendations are constant sources of ambiguities. 

· System stability – Granularity-related ambiguities bring about the risk that changes of business procedures and rules, apart from altering the processing logic encapsulated by services or the way services are articulated into processes, also affect the manner in which the system is modularized into services, pointing out the lack of flexibility of the conceptual solution.

3. SERVICE CONCEPTUALIZATION FROM A BUSINESS PERSPECTIVE – A POSSIBLE SOLUTION 

By analysing existing approaches used for conceptual modeling of SOA systems we have come to the conclusion that problems raised by current methodologies cannot be overcome unless the service concept is reconsidered from a business perspective, in a larger context and on a higher abstraction level, beyond the specifics of a certain system or analysis domain. The present paper offers a possible solution by providing a generic and business-oriented definition of services, which may be regarded as a conceptual framework for modeling service-oriented systems. Specifically, we set about by taking a business approach to SOA abstractions:

· Operations – They correspond to elementary business functions that can be identified within the analysis field. 

· Services – Logical groupings of operations, which are functionally homogenous. 

· Processes – An assembly of activities performed with a certain purpose, according to certain business rules. In SOA systems, activities are mapped to one or more service operations, so that a process definition will prescribe the order and conditions for calling service operations; as a consequence, services are not aware of each other and the logic of their invocation lies on the process level.  
We have tried to provide a generic business equivalent for each SOA abstraction and in this undertaking we have resorted to the concepts of business acts and business transactions.

A business act represents a collection of elementary actions, treated as a functional unit, and performed by an organization according to its specifics and purpose. Each individual business act belongs to a certain category defined by certain types of resources to be consumed and specific business rules and procedures, which are primarily determined by the industry or business field. For instance, loan contracting in banking, patient hospitalisation in healthcare, or hotel reservation in travel industry may be considered business acts - each of them consists of elementary activities, executed in a particular sequence, governed by certain conditions, and managed as a whole; for example, loan repayments are associated with a certain loan contract, clinical investigations and prescriptions relate to a particular hospitalisation etc. A business transaction captures the information expression of a particular business act. The reason for which we make use of the transaction concept is that we are particularly interested in the information side of an analysis domain, not in the business itself. However, each transaction as defined here usually has a real-world correspondent, as the associated business act produces a set of information managed as an assembly (e.g. there are loan contracts in banking, hospitalisation records in healthcare etc). A transaction collects all the data produced by the corresponding business act as the latter evolves in time until completed; as a consequence, all transactions of a certain type possess a well defined set of states which are prone to change on account of the elementary actions constituent of the business act. 
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Figure 1.  The structure of HotelReservation type of business acts

and the lifecycle of corresponding transactions
Each transaction has its own identity which is independent of the actual transaction state and sets the transaction apart from other business transactions of the same type. In travel industry, in case of hotel reservation-type of transactions, the logic of the corresponding business acts leads to the following states: pending reservation (prior to confirmation), active (when confirmed), used (at check-in time), cancelled (when expired or explicitly cancelled by the reservation owner) and finally, archived (Figure 1). We do not reckon identification of business acts and transactions as a purpose in itself, but as a means to enable a business-oriented definition of SOA constituents – services, operations, processes. In such an approach, each service is an abstraction of the processing logic governing a certain type of transactions; this means that services should manage all state changes for the associated transactions.   
Given the service-transaction relationship, a service operation may be defined as an abstraction of a particular step in the processing logic of the transactions managed by the service. As a consequence, for each possible state transition of a particular type of transactions, the corresponding service should be provided with a specific operation; operations parameters are derived out of the information structure of the associated transactions and include the transaction identifier (as mandatory argument) as well as additional data required by the processing logic. When processing a transaction, an operation uses the actual transaction state as a pre-condition (the same transaction is processed differently, depending on its state) and causes this state to change. 
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Figure 2. The services managing HotelReservation & HotelAccommodation type of transactions
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Figure 3. Service-oriented system structuring of hotel companies (simplified representation)

4. ADVANTAGES OF THE MODELING APPROACH PROPOSED BY THE PRESENT PAPER

Apart from being used as an EAI instrument, SOA is based on service producer - service requester relationship, requiring their compatibility on both technical and semantic levels. While Web services operate on a technical level, semantic comparability relies on two components:

· A business-oriented service metamodel which provides the conceptual framework for service modeling, ensuring a uniform perception of services for all stakeholders (providers and consumers, developers and business professionals); the metamodel instances, the actual SOA solutions, capture the functional architecture of individual organization from a service perspective

· Business glossaries and ontologies, which clarify the meaning of terms used for specifying service interfaces (purpose of the service, operations, input and output parameters); this is the realm of the semantic Web, which associates meaning to Web resources and facilitates dynamic discovery and binding of Web services.

Associating services with business acts and transactions results in modeling solutions which capture the business reality in a manner which is both accessible and acceptable from a stakeholder perspective, so that potential changes of business rules and procedures are straightforwardly translated into SOA environment. In addition, our approach facilitates flexible modularization of the business logic, in order that business changes cause minimum adjustments of the conceptual solutions, without affecting the system as a whole: 

· If execution procedure of business acts changes, constituent elementary actions that were affected must be identified and the implementation of the corresponding service operations must be adjusted while definitions of services and processes remain unchanged.

· If the internal logic of business acts of a certain type changes (new constituent actions, suppression of others, a new structure of input data etc.) only the definition of the corresponding service will be adjusted while the rest of services remain unchanged.

· If business processes are affected by changes regarding the sequence, conditions, or the nature of constituent actions then only process definitions are altered by reorchestrating service invocations, while services remain the same. 
In addition, by relating services to business acts and transactions, granularity and reusability-related ambiguities are automatically solved; given that similar organizations perform similar business acts it is likely that abstractions of business acts result in services that are reusable across a certain industry.  The service conceptualization solution presented by this paper enables definition of reference architectures for particular fields, providing a common vocabulary and a template for service-oriented modeling solutions for businesses and organizations in those industries. 
5. CONCLUSIONS

From a business perspective, SOA is perceived as an architectural style for highly distributed systems consisting of services that work together to implement the required functionality for an entire organization. However, there are no standard solutions for business-oriented service definition and most of the existing approaches to SOA modeling fail to provide a coherent and uniformly applicable solution for service conceptualization. The current paper has offered a possible answer to this problem by providing stable and generic guidelines for services definition, which are easily applicable in case of the actual systems, organizations, or industries. Two important indicatives of the validity of the proposed approach are its potential of solving ambiguities relative to service granularity and reusability as well as the flexibility of the resulting conceptual solutions, relative to business changes.
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Motivating factors for academic research: literature review and partial exploratory results

Adriana ZAIT
Alexandru Ioan Cuza University Iasi, Romania

Abstract: This paper analyzes the issue of motivating factors for academic research, in terms of known motivation theories and exploratory results for universities from Iasi, Romania. The academic actors investigated were professors, graduate students and doctoral students (pilot samples). The methodology included secondary research, in-depth laddering type interviews, focus group and questionnaire based survey. Results will be used for redesigning the research instruments and for future causal researches.

Keywords: academic research, motivating factors

1.    INTRODUCTION. GENERAL CONTEXT AND RESEARCH OBJECTIVES
In the knowledge-based society, universities are required to play a triple role: to educate, to research and to be a regional development engine (catalyzing mission and interface in transferring and disseminating knowledge, investment magnet). It is already widely known that all over the world universities focus on teaching or research, and that research universities have a better image. We hereby aim at analyzing academic research motivations, that could serve as mechanisms for increasing competitiveness and visibility of Romanian academic research. The research objectives are derived from the main problems identified for the Romanian academic environment: 

- we don’t know, so want to find out which are - and especially what is their intensity - the factors that influence the motivation for doing research, for specific actors – professors, graduate students, doctoral students

- we need to know the barriers that stop different actors from getting involved into research projects, including cooperation projects with the business environment

For the present material, we will only deal with the first objective and partially the second one (at the documentation level). The main hypotheses were that there are common, general motivating factors for Romanian academic actors, but also specific ones and that graduate students are motivated by intrinsic factors more than by extrinsic factors (because they are not obligated to get involved into research activities in order to graduate), comparing to doctoral students and professors.  

2.    LITERATURE REVIEW: RESEARCH MOTIVATIONS 
The factors that motivate people – university teachers, graduates and doctoral students – to get involved into research activities are, the most often, the following: intellectual provocation, social statute, carrier promotion, professional recognition,  need to contribute to the knowledge development in the field, personal pleasure, financial incentives, membership for professional organizations and the development of new products and services (Manley, 1998). Other studies tried to investigate why academics fail to engage in research activities, even when research funds exists (Awadh, 2007), discussed the mythologies of faculty productivity (Fairweather, 2002), questioned the efficiency of financial incentives for academic research involvement (Ariely, Gneezy, Loewenstein and Mazar, 2005) or investigated the faculty attitudes toward involvement in grant-related activities (Sligo and Culligan, 2007), (Sterner, 1999)and the validity of academic motivation scales (Fairchild, Horst, Finney and Barron, 2005).  Using a sample of 112 faculty members from Kuwait University, the study performed in 2007 by Awadh suggests that the main barriers in doing academic research are insufficient incentives and facilities, as well as excessive procedures (quite interesting, from the informal discussions with Romanian academics we could formulate similar hypotheses for our study, as well). In the same study, three categories of obstacles to academic research were mentioned (according to a previous study): personal characteristics of researchers (aptitudes, attitudes, knowledge and research skills etc.), university environment (funding, incentives, support, managerial styles and academic freedom) and society status, in general (policies concerning academic research, perceptions and opinions of the economic, social and especially business environment).  General reasons hindering academic research were the teaching overload, lack of facilities, poor research skills and poor incentives, the fact that faculty members are unable to find research topics that are really important for the country, the lack of collegiality and cooperation between faculty, the long periods of time for judging and reviewing of research propositions, the biased and subjective attitudes and “old-fashioned” promotion systems. (Awadh, 2007).
 According to Fairweather, the manner in which academic institutions deal with the problems of academic research is influenced by the institutional sagas – a variety of beliefs that allow the organizational culture to perpetuate, by the socialization of the new members – students, young assistants etc. The assertion that each faculty member is expected to be and can be the so-called complete faculty member, highly productive in both teaching and research, is also investigated. Productivity measures include instructional and research productivity. The results show that there are very few faculty able to achieve about average levels of teaching and research productivity at the same time, and that policies meant to encourage teaching effectiveness might adversely affect individual research productivity, and vice-versa. (Fairweather, 2002).
After conducting a set of experiments at MIT, University of Chicago and India, Ariely and co. found out that, confirming previous psychological research (including the Yerkes-Dodson law, which states that there is an optimal level of arousal for executing tasks, and that any departures from this level, in either direction, lead to a decrease in performance), excessive rewards can, in some cases, produce a so-called supra-optimal motivation, thus driving to a decline in performance (a phenomenon sometimes called choking under pression). (Ariely, Gneezy, Loewenstein and Mazar, 2005). Based on their own research, as well as other former studies, Sligo and Culligan analyzed the differences in perceptions, needs and experience of diverse actors in collaborative research, especially researchers in the academia when compared to people in the community. Interesting observations were that research programs designed and implemented by community coalitions are more effective than those developed by the government or by a single organization. However, researchers and potential users of the research results often display important cultural differences that undermine the successful sharing of research, becoming obstacles for a solid, long-term research platform.  (Sligo and Culligan, 2007). For smaller universities, with an accent on undergraduate education (these would be the equivalent of Romanian universities without master and/or doctoral programs), the results of Sterner’s study show that time issues affect faculty participation in sponsored research projects, and that heavy teaching and advising loads, as well as too many committee and/or administrative assignments are barriers in doing research. (Sterner, 1999).
There is even an Academic Motivation Scale, initially developed by Vallerand, in 1992 which, together with  Deci and Ryan’s self-determination theory was tested by Fairchild and co., in order to assess the validity and the extent to which an individual’s academic motivation is intrinsically or extrinsically driven. The intrinsic motivation is the drive to pursue a certain activity just for the pleasure or satisfaction derived from it, while the extrinsic motivation states that a specific activity is pursued out of a sense of obligation or as a means to an end. There’s also an amotivation, as the absence of intent to pursue an activity, due to one’s failure to establish connections between the own behavior and a certain activity. From prior research, suggestions are that individuals more intrinsically motivated perform better academically and have a better psychological well-being. (Fairchild, Horst, Finney and Barron, 2005) Several other motivation theories are used, known from the general field of human resources management, in order to describe academics’ motivations for doing research. For the academic world, the expectancy theory, developed by Vroom in 1964, considers that the involvement of academic actors into research activities is influenced by the attractiveness or importance of incentives, by the probability that the research productivity influences the received incentives and by the intrinsic motivation toward research; we talk about extrinsic motivating factors (investments factors) and intrinsic motivating factors (consumption factors). (Chen, Gupta & Hoshower, 2006). 
These motivational factors that drive academic research comprise tenure, salary increases, promotion, etc. as investment or extrinsic motivation, and personal satisfaction or pleasure, colleagues recognition and respect, contribution to the development of the field, etc. as intrinsic or consumption motivation. Considering the studies realized by Manley, as well as by Chen, Gupta and Hoshower, we developed a questionnaire in order to discover the motivating factors for research in the case of academic actors from several Iasi universities (mainly Alexandru Ioan Cuza, followed by the Medicine and Agronomical universities).
3.    METHODOLOGY
In this study we will present just the partial exploratory results for the identification of motivating factors for academic research. The methodology comprised both qualitative and quantitative research: secondary research, focus group (for graduate students), laddering type interviews with professors as project managers, questionnaire-based survey for graduates, doctoral students and professors. The research was mainly exploratory.  We intended to find information in order to validate the instruments we will use in our future approaches and to offer issues for future causal, explanatory researches.

The samples used are not representative for Romania, from structural point of view, since they include students and professors from Iasi only (2nd academic population, after Bucharest), especially from the field of business studies; the study can be considered a pilot one, a starting point for future researches. For the analysis of the Romanian research environment we used methods and tools previously validated on other European cultures or on countries with lasting academic tradition (USA, Canada, and Japan). These are customized and applied tools such as those developed by Boardman and Ponomariov (2007), Chen, Gupta and Hoshower (2006), Neumann (2006), Wright and Drewery (2006). For the surveys, I wish to thank my graduate students in Marketing Strategy, the 2007/2008 promotion, for administrating the questionnaires and gathering the data.   

4.    MOTIVATING FACTORS FOR ACADEMIC RESEARCH: PROFESSORS, DOCTORAL STUDENTS,  GRADUATE STUDENTS
Graduate students. A first round of discussions focused on the associations made by graduates when talking about researchers and research activities. We had questions like “What are the words with which you associate research”, “What research activities you would like to get involved into” “What would be the reasons for feeling accomplished at the end of the research”. The answers were used for the design of the focus group that took place with 21 graduate students in Marketing from the Faculty of Economics and Business Administration from Iasi. The focus group proposed 15 issues. We can notice several stereotypes concerning the researcher, in general, as well as some interesting specific aspects for the Romanian researcher. The generic researcher is rather a male, with glasses (sic!), intelligent and introverted, motivated mainly by his passion, who works in a laboratory and in the field of exact sciences (no much research in business!), rather prisoner of his own closed world (see movies, friends, etc.), powerful and wise (see animals – lion, tiger), with lots of worries and incertitude (see flowers with many petals), within the university or with very closed relations with an university (see the typical day of a researcher). The Romanian researcher is perceived as having a certain professional and financial inferiority compared to the Western researchers, especially the Anglo-Saxons ones.
For the survey, the questionnaire used was quite similar to the one given to professors, and the sample had 110 persons, from which 76 in economic and business studies. The motivations for doing research were counted on a 1 to 5 scale, with five being the maximum, and although the percentages were very similar, the average scores obtained were as it follows: financial incentives (8% from the respondents, with a 4.23 average score); better job possibilities (8%, 3.94 average score); promotion (8%, 3.92 average score); need to be informed, respect from the part of professors and colleagues (8% also, 3.5 average scores); the possibility to have some exams waived and the advantages for enrolling in a doctoral program had the smallest importance (6%, average score 2.75). Although the volume and the structure of the sample are not representative for the whole graduate population, we tested and noticed that neither the field of studies, nor the sex influences the research motivations.
Doctoral students. The sample had 49 students: 35% in economics and business studies, the rest of them in history, constructions, chemistry, law, philosophy, letters; 53% were males and 47% females. Motivations were quite different comparing to graduate students. The most important motivating factors were: satisfying the need to be informed about the new discoveries in the field (average score 4.75), a better collaboration with the PhD advisor and a better grade for the thesis defense (average score of 4.51), and then curiosity (score 4.48). Less important were: the material (financial) incentives (score 4.14), finding a better job (score 3.87), and getting a scholarship in a foreign country (score 3.55). 
Teachers/professors. The sample consisted of 69 academic teachers (all degrees – professors, associate professors, lecturers, assistants); more than a half were from the field of economics and business studies and the rest from the Technical University and the Medical University of Iasi. The first places in terms of motivation for doing research were taken by: the need to be informed about the new discoveries in the filed (score 4.62), the need to be creative (score 4.43), obtaining a promotion (score 4.41) and getting a better payment (score 4.38); less important were the possibility of obtaining an administrative position (score 2.65) and the possibility of finding a better job (score 2.67). 
The academics perceive that the productivity of their researches influences especially promotion (score 4.35), their tenure for a specific discipline (score 4.25) and the increase of salaries (score 3.94); it does not have a big influence on the reduction of the teaching hours (score 2.64), obtaining of an administrative function (score 2.90) or becoming a group manager (score 2.91). In order to be informed, academics prefer to participate to conferences (score 4.55), read specialty books (score 4.52) and having contacts with other researchers (score 4.49). Concerning their involvement in a specific research project, the most important aspects are: the intellectual provocation (score 4.42), the contribution to the development of the field (score 4.23) and the professional recognition (score 4.01); less important are the financial incentives (score 3.28) and the inclusion in professional bodies (score 3.42). If we compare these with the motivations for doing research, in general (by their own means, not financed through a project), we can observe a contradiction, explained by the fact that people prefer salary increases (because these are taken into consideration when calculating their future pension), and not the financial incentives through research project (which only bring money for present, shorter periods of time). Concerning their satisfaction with the research activity, academic teachers declare that they like their researches (score 4.46), they consider that they are successful (score 4.12) but they do not feel really recompensed for their work (score 3.09) and the results are not exactly those expected (score 3.7). The sample was too small to really test for differences between sub-groups; however, promotion was more important for young assistants than for full professors, as expected.

5.    PARTIAL CONCLUSIONS AND FUTURE RESEARCH DESIGN
Although it was not a true instrumental research, the survey questionnaire we used has an acceptable (only) degree of reliability (the Cronbach’s alpha for the six scales are between 0.6 and 0.7 – better values for the larger samples, as normal; an increase of the analyzed samples could give us a more reliable instrument). Triangulation (using more research methods for the same research issue, as we started to do with the graduate students group) and calibration (discussions upon the scale items, especially the notion of research productivity, that raised some debates - particularly among academics) should be considered for the future research design. In terms of validity, we can only talk, at this point, about a partial internal validity, not an external one, as well - the research results can not be generalized.  
Our hypotheses were just partially confirmed. We introduced, in our survey, some items not present on the initial instruments presented in former studies, based on some informal interviews with graduate students and professors; however, the average scores obtained by the academic research motivating factors suggests that those factors (presumed specific for the Romanian environment – scholarships in foreign countries, less exams etc.) are not perceived as important. The only exception is for the factor “better collaboration with the thesis advisor”, in the case of doctoral students. This could be explained buy the still limited number of PhD thesis advisors and a certain power distance specific for Romanians – but these are hypotheses for a future research. 
A mixture of intrinsic and extrinsic motivation factors was observed, for all three types of academic actors, with places changing from one type of academic actor to another For the graduate students, the first places as motivators were taken by extrinsic motivations, thus not confirming our hypothesis. For doctoral students, two intrinsic and one extrinsic motivating factor took the first places. As for professors, they seemed to be primarily intrinsic driven (first two places) and then extrinsic (next two places).  We have to mention that we did not test the sincerity of answers, and even if we had liked to do this, it would have been almost impossible, when using survey as a research method. The future research will use a refined questionnaire for all three types of academic actors, will also consider focus group type methods for doctoral students and for professors and will intend to test the causality between certain motivating factors and the research involvement.

REFERENCES
Ariely, D., Gneezy, U., Loewenstein, G., Mazar, N., Large Stakes and Big Mistakes, Federal Reserve Bank of Boston Working Papers No.05-11, July 2005, http://www.bos.frb.org/economic/wp/index.htm
Awadh, Kh. Al-E., Why Academics Fail to Utilize Academic-Funded Research Opportunities? An Empirical Study, International Journal of Management, Vol.24, No.4, December 2007, p.712-823.

Boardman, C.P., Ponomariov, B.L., Reward Systems and NSF University Research Centers: The Impact of Tenure on University Scientists’ Valuation of Applied and Commercially Relevant Research,  The Journal of Higher Education, Vol.78, No.1, January/February 2007.

Chen, Y., Gupta, A., Hoshower, L., Factors that motivate business faculty to conduct research: an expectancy theory analysis, Journal of Education for Business, Mar/Apr 2006, vol.81, iss.4. 

Fairchild, A., Horst, S.J., Finney, S., Barron, K., Evaluationg New and Existing Evidence for the Academic Motivation Scale, Center for Assessment and Research Studies, James Madison University, p.1-40, http://www.jmu.edu/assessment/wm_library/Validity_Evidence_AMS.pdf
Fairweather S.J., The Mythologies of Faculty Productivity. Implications for Institutional Policy and Decision Making, The Journal of Higher Education, Vol.73, No.1, January/February 2002, p.26-48.

Manley, C., Identifying common characteristics among researchers through citation analysis, COM 612, 2008, pg.1-14, www.ornl.gov/~webworks/cpr/pres/104751.pdf.

Neumann, A., Professing Passion: Emotion in the Scholarship of Professors at Research Universities, American Educational Research Journal, Fall 2006, vol.43, iss.3.

Sligo, F., Culligan, N., Defining Focus and Integrity in Building a Community Research Coalition, Syst Pract Act res, 2007, vol.20, p.305-318.

Sterner, A., Faculty Attitudes Toward Involvement in Grant-Related Activities at a Predominantly Undergraduate Institution, SRA Journal/Features, Winter/Spring 1999, p.5-21.

Tien, F., To what degree does the desire for promotion motivate faculty to perform research?, Research in Higher Education, 2000, vol.41, iss.6, pg.723-752.

Determinants of inter-functional teams – development premises of MDM
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Abstract: International economy globalization and the development of information and communication technology generate a rise in markets complexity. For almost any organization, the condition of being competitive in the market is related to the success of its market orientation. The marketing literature talk in the last years about a specific configuration of consumer oriented organization, configuration which is build on an anticipative behavior regarding the dynamic consumer needs and ever-changing business environment. The management of inter-functional relations, which constitute the center aspect of MDM, represents an intensive discussed subject in marketing literature. For most organization, the main efficiency aspect of activity is the one which point to the capacity and ability to develop and implement an internal structure which could combine the profound knowledge specific to vertical hierarchy with the practices of the horizontal teams. In order to survive on the market and more to have success any organization must create specialized functional entities, characterized by a certain aptitudes, resources and capabilities, ready to function in an interdependent manner and ready to participate to the process of achieving their own objectives and the scope of organization. Present article focuses on identifying the main factors, endogen and hexogen, which point toward the necessity of rethinking the organizational management of processes and structural entities relations. All these elements are important in defining the new concept of MDM.               

Keywords: inter-functional team, MDM, market orientation, processes, structure

1. What is MDM?

Market driven management represents one of the most modern techniques developed in the direction of operation of significant changes in business environment. Basically, it addresses identifying the main issues affecting the performance of a business, including: aggressive competition, rapidly changing technologies, utilization of secondary capacity, the increasing complexity of consumers and increased costs for goods and services. After specialists say, the concept of “market driven management” comes to replace the 4 P (product, price, placement, promotion) of the mix of marketing with 5 new elements, which bears the name of the generic 5 C (cost, capacity, customers, competitors and inter-functional teams (Frederick, E., Webster, Jr., 2002).

One of the most important theories, which underpin this concept, is that of Jean Jacques Lambin. The theory presented by him, based on a real orientation to the market, not only brings challenges to the traditional marketing concepts, but more, adopt and stresses the functional role of marketing. In this new orientation, Lambin's theory widens the definition of the market, including a number of players such as competitors, distributors, prescriptors and other categories of public until now were components of the marketing environment.

Reviewing the 5 elements of the new concept, it can be seen that each of them should be reviewed in specific terms. Thus: 

· Costs must be addressed in the direction of reducing it on a constant base; 

· Capabilities must be identified as the organization’s skills oriented in direction of meeting market needs;

· Identify target segments and study consumer behavior served with the purpose of providing goods and services of superior quality;

· Anticipate the actions of competitors for the purpose of development plans and strategies aimed at ensuring competitive performance to organization; 

· Establishing inter-functional teams by including concerned components, including top management and employees in the entire process of developing products and services. Inter-functional coordination is seen here as an organizing factor that will facilitate the involvement of all levels in the organization's approach of creating a market–oriented culture.

Managing inter-functional relationships represents an intensely debated topic in scientific literature, however, the real challenge for organizations today is the leadership`s capacity and ability to develop and implement an internal structure that combines the depth of knowledge contained in a vertical hierarchy with teams’ practices dealing with horizontal processes (Ellinger, A. E., 2000).

2. Inter-functional teams – conflict and coordination

To survive, any organization must create in a mandatory way specialized functional entity. These various entities are characterized by a distinct series of skills, resources and capabilities, operating interdependent and being able to hit their targets and to participate in the final organization's purpose. Relationships between them are described in the literature with specific reference to entities such as marketing, production, research and development, information system and accounting. Thus, a first factor, endogen in nature, in the approach of discussing inter-functional teams is conflict. The interdepartmental conflict refers to the tension existing between the departments, which has its source in the incompatibility between the actual and desired answers on certain aspects of organization`s life.
 
Marketing literature classifies the conflict between marketing and production as "a classical problem" and explains its reasons as: functional orientation, evaluation and reward system based on this orientation, the difference in cultural vision, the complexity of relations between the two structural entities. In other topics, the relationship between marketing and research and development has been the object of the conflict issue, that lack of harmony between these two structural components affecting the success of the projects of the organization. The source of conflict between organizational entities lies in the existence or absence of common training, common work experience, and tasks that should be fulfilled. Outputs of these features are common or different behavioral patterns from each entity. Practically, experts from various disciplines tend to approach issues in different ways. The function played by a manager generates and holds a type of problems that it faces, and the manner in which they are charged. Thus, in literature, the challenges faced by managers are classified into two categories: organizational and generic (Barclay, D. W.,1991). These two dimensions have a particular relevance because it generates specific decision-making processes and emphasizes the various problems of the organization.

Generic problems include structured and unstructured situations and can be characterized by the degree of ambiguity, complexity and uniqueness. In the case of structured issues, alternative solutions are generally known, and known about the consequences range from full knowledge to partial knowledge. Usually, the problems of this type are routine, uncertainty and lack of precision and the orientation is to solve them. On the other hand, unstructured problems are those where the strong ambiguity prevails and alternatives and consequences are unknown. Usually, such problems are new, characterized by a high complexity and the orientation is to find the source of the problem. 

Organizational problems can be classified themselves in two categories: strategic and operational, and they can be different in terms of temporal area, extent of their coverage and type of decision associated.

Thus, strategic issues imply a long time horizon and involve: 

· issues related to determining the scope and objectives of the organization;

· issues related to the compatibility between the organization and the environment; 

· issues related to existing influences on the organization.

Problems of an operational nature involve a short time horizon and are related to cases involving issues such as: 

· course of action necessary to deal with the immediate future;

· actions regarding the fulfillment of the defined goals and objectives;

· environmental influences exerted on the components of the structure. 

Most managers are faced with a multitude of problems. There is, however, the possibility that the proportion should be different from one manager to another. For example, marketing managers faces, usually, with a number of issues that have a emotional and qualitative dimension and, the essence of the problems being linked to people, value and qualitative aspects. Unlike marketing managers, those in the technical field are confronted with logical and measurable problems. In most cases, engineers from research and development and technical specialists seek practical and objectively explanations, while marketing managers are used to intuitive and ad hoc thinking. Furthermore, marketing approach is recognized as a border based function, oriented to the outside, while technical approach to the organization tends to be oriented to the interior. 

In this context must be mentioned various research current in the field of marketing, which have focused on inter-functional relations. An important part of literature designed to study the development of new products has investigated the importance of integrating marketing and the research and development functions. Furthermore, marketing literature stresses the role of inter-functional coordination in development of organization market driven management (Cowan, D. A, 1991). In a recent study, two American specialists (Berthon and Pitt, 1999) have defined integration as "the process of obtaining a unit of effort between the various subsystems with a scope of achieving organizational objectives." Integration can also be defined as "symbiotic inter-correlation of two or more entities which generates higher net combined effects than the sum of specific amount of simple individual effects of a non-symbiotic relationship." Both definitions describe integration as producing higher profits. Obviously, market orientation, although it appears to be an internal strategic approach, is in fact a condition for the existence of the organization on the market, a requirement of the consumer that is increasingly demanding. 

Even if the literature recognizes the importance of integration, there are different visions of how integration works. Thus, it can identify three major perspectives regarding integration and the manner in which this can be achieved between the various departments of the organization. The first perspective characterizes the integration as a formal integrative process or as a set of activities, with a strong communication dimension. The second perspective addresses the integration as a collaborative process focused on informal relations type, which generates a common vision and a mutual understanding between those involved. A third vision involves a combined approach, in which integration sums both interactive processes and collaborative processes. Part of literature stresses that the integration is based on interaction and, as such, there must be a strong interaction between the departments, through an enhanced information flow (Barclay, D. W. 1991). The interaction means structured exchange of information between functions and includes activities such as meetings of committees, teleconferences, memorandums and flow of standard documents. Vision based in interactivity considers communications as a key factor of the inter-functional relationship and meetings and maximize information flow are considered crucial elements in improving the integration of the compartments. 

Vision-based collaboration is distinguished from that based on the interaction, first focusing on continuous relations between departments and not only on trading information. Such a vision is considered to be more complex, with a higher intensity and a strong inter-functional connection. From the perspective of this vision, the integration has been defined as “how to incorporate a high level of values, goals and cooperative behavior”'. The vision`s specific activities have a more powerful emotional dimension and focus on teamwork, mutual understanding, a common vision, sharing resources and common objectives. Combined vision describes integration as the process of sharing information in terms of involvement. This definition captures both terms of interaction and collaboration. Basically, it is considered that as the level of integration is higher, with both sharing information and involvement are more intense. Combined vision involves a multidimensional approach to integration, and believes that interaction and cooperation are two distinct issues. Following this issue, interdepartmental integration can be defined as “a multidimensional process in which interaction and cooperation have distinct and significant contribution''. Obviously, the literature suggests, as such and various methods to ensure functional integration, as follows: 

· specifying tasks, which involve activities, roles and transfer points;

· organizational design, which consists of actions taken to change the structure of the organization;

·  general orientation, which includes methods for promoting the culture of coordination and integration of functions.

In other way, it can be distinguished six ways of dealing with coordination, as follow: relocation and design of physical infrastructure, personnel movement, informal social system, organizational structure, incentives and rewards, integrative formal management process.

3. CONCLUSIONS

Despite the theoretical elements presented, must be specified, however, that a market-oriented approach is not an easily and quickly to be made; the transformation of the organization in market-driven firm is a lengthy process, although the environmental dynamics and changing needs of the consumer are elements that prompt for an anticipatory or even proactive behavior. Furthermore, this change is not and must not be a surface, superficial. Basically, for many organizations this may mean surrender to tradition, the optics in the past has proven viable.
Although not considered as elements that will bring a guaranteed success, because in many situations is essential the method of implementation, literature recommends a series of elements to produce a “market driven” entity, as follows:

· a culture oriented to the outside, based on faith, values and behaviors oriented in the direction of a superior value offered to consumers and interested parties;  

· distinctive skills in knowing the market, relating to the target audience proactive and strategic thinking;

· configuration of the organization in order to foster the rapid adoption of an anticipatory behavior regarding constantly changing consumer`s needs and dynamic environment.

If the premises and the need for inter-functional teams have been shown throughout this work, should be specified and the potential benefits the organization can get from their existence. These advantages are: inter-functional teams have the capacity to understand the importance of investment in marketing activities; involvement and satisfaction of human resources, factors that constitute both cause and consequence of consumer satisfaction; competitive preemption; satisfying the needs of target segments, thanks to work as a team.
Obviously, implementation of inter-functional teams requires, in the light of the consistency that characterize a viable management system, processes of assessment and control. Thus, the approach for assessing the degree to which the organization has implemented a new design (especially procedural and structural inter-functional based groups) may use a series of indicators, including: dissemination of information on the market at all levels, informal information exchange between the enterprise functions, direct contact with customers of all those involved in providing value, inter-functional meetings at the market and quantify the each one contribution in direction to satisfy customers and last but not least nature of the interdepartmental relationship.

Given the present competitive context and the need for a coherent approach of market-level performances, it is obvious that the presence of the inter-functional teams is not one of convenience. Basically, these structures support the entire approach of targeting the market by the organization.
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